
B L O C K C H A I N
B O N D  M A R K E T
 

NOV .  2 0 1 9

B L A C K CH A I N .

GURU



Efficiency in settlement
Immediacy of distribution
Efficiency in reduced reconciliation
Reduction in the number of actors

Blockchain  is being used by several institutions to issue bonds and other debt products.
Institutions use DLT primarily for structuring, issuance and asset transfer. The bond-i, issued by
the World Bank in partnership with Commonwealth Bank of Australia (ABC's) Digital Innovation
Lab 5, used blockchain technology, and hence was the world's first publicly offered blockchain
bond. The bond was issued to replace registry, issuing, clearing and custodian processes with
smart contract automation on a private version of the Ethereum blockchain. 
 
Using the blockchain technology has enabled  institutions  to save time and incur less costs of
issuance. This helps these bodies to create and maintain a quick and transparent relationship
between issuer and investor.
 
Blockchain offers efficiency opportunities in bond issuance and distribution in a number of ways,
as outlined below 
 

 
In this report, (i) we will compare costs for issuing bonds with and without blockchain. (ii) outline
the innovation served through blockchain technology in the green bond market. 
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In February 2019 BBVA issued the world’s first Green Bond using
blockchain, for EUR 35 million, on behalf of MAPFRE

Structuring, issuance and distribution

Transfer of ownership, payment and settlement

Benchmarking and reporting

There are three main areas under which the Green bond and labelled

bond applications of blockchain fall :

 

 

The area in which the blockchain based bond market is most mature is

structuring, registration, sales and distribution. 
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How blockchain is currently applied to bonds

W O R L D ’ S  F I R S T
P U B L I C L Y  O F F E R E D
B L O C K C H A I N  B O N D

T h e  b o n d - i ,  i s s u e d  b y  t h e  Wo r l d  B a n k  i n  p a r t n e r s h i p  w i t h

C ommo nw e a l t h  B a n k  o f  A u s t r a l i a  ( C B A ’ s )  D i g i t a l  I n n o v a t i o n  L a b

5 ,  u s e d  b l o c k c h a i n  t e c h n o l o g y  t o  r e p l a c e  r e g i s t r y ,  i s s u i n g ,

c l e a r i n g  a n d  c u s t o d i a n  p r o c e s s e s  w i t h  sm a r t  c o n t r a c t

a u t om a t i o n  o n  a  p r i v a t e  v e r s i o n  o f  t h e  E t h e r e um  b l o c k c h a i n .

W O R L D ’ S  F I R S T
B L O C K C H A I N  G R E E N

B O N D

I n  F e b r u a r y  2 0 1 9  B B V A  i s s u e d  t h e  wo r l d ’ s  f i r s t  G r e e n  B o n d  u s i n g

b l o c k c h a i n ,  f o r  E U R  3 5  m i l l i o n ,  o n  b e h a l f  o f  MAP F R E  8  u s i n g  a

f u l l y  a u t om a t e d  b l o c k c h a i n  p l a t f o rm  t h a t  a l l o w s  t h e  c l i e n t  t o

s t r u c t u r e  t h e  i n s t r um e n t  d i r e c t l y .  L i k e  t h e  Wo r l d  B a n k ,  t h e y

u s e d  t h e  t e c h n o l o g y  p r i m a r i l y  t o  “ s i m p l i f y  t h e  p r o c e s s e s  a n d

s t r e am l i n e  t h e  n e g o t i a t i o n  t i m e  f r am e s ”  w i t h  i n v e s t o r s

I n  i s s u i n g  t h i s  G r e e n  B o n d ,  MAP F R E  a n d  B B V A  s t i l l  u n d e r w e n t

t h e  t r a d i t i o n a l  t h i r d  p a r t y  v a l i d a t i o n  p r o c e s s  f o r  G r e e n  B o n d s ,

b y  DN V  G L
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A comparative analysis of Green Bond costs
with and without blockchain

The table below provides the calculated price difference estimates for standard issuances
versus a full blockchain automated issuance for a typical Green Bond with a value of 100
million USD and 20-year maturity.



 

Fractionalising the asset/bonds is the biggest innovation opportunity for

asset ownership. This eliminates the need for an ETF (Exchange Traded

Fund), where an investor can own a bond or an asset - divided into many

small pieces. Combined with automatic reporting will enable the small

investors to stay up-to-date with the real-time progress of their

investments. With the help of this innovation, green asset ownership will

be accessible (and transparent) to everyone and where savings can find

purposeful deployment opportunities.

 

Despite multiple barriers and the evolving nature of the technology, the

components needed to move to the next stage are in place. Financial

institutions are well-positioned to drive this action within their existing

sustainable investment portfolios and must take responsibility for doing

so
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F r a c t i o n a l  a s s e t  o w n e r s h i p



 

Bonds as a Service is likely to provide more, smaller issuers with the

opportunity to raise capital through bonds. Standardised bond issuance

can be encoded by Bond automation through DLT and there are several

companies, like blockchainbond.io, are working to come up with an

automated bond issuance service that will  allow bond structuring with

standard software toolkit. 

 

With combined automation , the slow-moving world of bonds will witness  

a large number of low value bonds being traded automatically. 
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“ B o n d s  a s  a  S e r v i c e ”  -  i n c r e a s i n g
a c c e s s i b i l i t y  t o  i s s u a n c e  t h r o u g h

a u t o m a t i o n



 

As well as major infrastructure and large projects such as forests,

investment is needed to support growth in minor infrastructure like

community irrigation systems, microgrids, land management and

agricultural practices. Lack of transparency has presented reporting

challenges for these types of projects, and they are fraught with

inefficiencies. The fintech revolution is changing this situation rapidly, with

financial technology such as MPESA paving the way for digitization of

financial records in developing economies. Now banks and fintechs such

as Eversend and hive online, are creating blockchain based value chain

audit trails in developing economies at the lowest level, providing

opportunities for full traceability of Use of Proceeds in projects across

broad communities of primary producers, all the way to the ultimate

beneficiary.
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Debt Products issued with blockchain (Aug
18-July 19)
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B l o c k c h a i n  a n d  a d j a c e n t  t e c h n o l o g i e s  o f f e r  g r e a t

o p p o r t u n i t i e s  f o r  m o r e  e f f i c i e n t  b o n d  m a r k e t s ,

h o w e v e r  t h e  o p p o r t u n i t i e s  o f f e r e d  f o r  G r e e n

B o n d s  i n  i n c r e a s i n g  i n v e s t o r  c o n f i d e n c e ,

f a c i l i t a t i n g  w i d e r  c a p i t a l  f l o w s  a n d  r e d u c i n g  t h e

c o s t  o f  r e p o r t i n g  a r e  e v e n  m o r e  s i g n i f i c a n t .

A d o p t i o n  o f  D L T  w i l l  e n a b l e  G r e e n  B o n d s  t o

r e a c h  a n d  c r e a t e  n e w  m a r k e t s  a t  b o t h  e n d s  o f

t h e  i n v e s t m e n t  p i p e l i n e .  M a r k e t s  a r e  i m m a t u r e

a n d  t e c h n o l o g y  i s  s t i l l  e v o l v i n g ,  h o w e v e r  t h e

t i m e  i s  r i g h t ,  a n d  t h e  n e e d  i s  u r g e n t ,  t o  p r o g r e s s

t o  t h e  n e x t  s t a g e .




