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Introduction 
 
Blockchain technology and crypto assets are giving individuals the tools to go 

"bankless." 

 

Individuals can self-custody crypto assets and retain sole ownership over 

them. They can send and receive these assets from anyone, anywhere, on a 

24/7 basis. They can exchange them with other digital assets through 

decentralized exchanges that substitute financial intermediaries with smart 

contracts. They can stake them to earn network rewards and deposit them 

as collateral for loans. The list goes on. 

 

But ironically, the digital assets industry at large is far from "bankless." And all 

signs point to that continuing to be the case for quite some time. 

 

This piece identifies some of the challenges that crypto companies have had 

accessing banking services. It then outlines the landscape of financial firms 

catering to crypto native customers, and concludes with some thoughts on 

how this niche industry could evolve. 

 

Why do crypto native companies need banking services? 
 

Companies operating in the digital assets industry need banking services for a 

myriad of reasons. Paying employees, paying supplier invoices, accepting 

customer deposits, and managing cash balances denominated in fiat 

currencies are all examples of procedures that require traditional banking 
services. 

 

In particular, traditional banking services have been a critical component in 

allowing exchanges to offer fiat to crypto on-ramps and off-ramps. With the 

exception of crypto users that source tokens through mining or barter 

transactions, almost all users' crypto journeys commence at fiat-to-crypto 

on-ramps.  

 

Why have crypto companies had trouble getting banking 
services? 

 

For most businesses, opening a corporate bank account is a trivial task. 

Provide the bank or the financial institution with your credentials, and you 

can get a bank account. The same cannot be said for cryptocurrency 

companies. 
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Following the 2008-2009 financial crisis, banking institutions, particularly in 

the United States, have erred on the side of conservativism in the face of 
heightened regulatory scrutiny. Accordingly, many banking institutions 

lumped crypto businesses into the same high-risk buckets as marijuana-

related businesses and adult entertainment and ultimately refused to offer 

them services. 

 

"Sometimes we'd have a bank account for a month, sometimes for two or 

three days…Banks absolutely fear the unknown…[They] will drop you in a 

heartbeat." - Jered Kenna, Founder of TradeHill (Bitcoin Exchange founded in 

2011) 

 

During the earliest stages of the crypto economy (2009 - 2014), the 

reputational and compliance risks associated with onboarding these 

companies generally outweighed their then small revenue opportunities. 

According to John Roberts, author of "Kings of Crypto", Coinbase lost 

access to a line of credit provided by Silicon Valley Bank, a bank that caters 

to some of the riskiest startups, in 2015. In 2019 Barclays, the London-based 

investment bank, stopped providing banking services to Coinbase.  

 

As a more structural challenge, several central banks, such as The People's 

Bank of China, have formally prohibited financial institutions under their 
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purview from providing support to digital assets companies. 

The Landscape of Digital Asset Financial Institutions 

From bulge bracket investment banks (JP Morgan, Bank of America Merrill 

Lynch, Goldman Sachs, etc.) to custodian banks (BNY Mellon, State Street, 

etc.) to Neo-Banks (Revolut, Chime, etc.), financial services companies 

specialize in their respective niches to meet the diverse needs of their 

customers. There is no "one size fits all" banking institution that meets the 

needs of all institutions.   

 

When it comes to institutions that directly services crypto businesses, they 

can broadly be classified into two main classes: (i) Traditional Banks, (ii) 

Crypto Native Financial Institutions.  

Traditional Banks 

Despite their conservative stance, large scale traditional banking institutions, 

have gradually begun servicing digital asset firms. For example, JP Morgan 

began providing checking accounts to crypto customers in 2020. It also 

recently rolled out access to crypto investment products provided by digital 

asset management companies to its financial advisors. In addition to these 

services, some traditional banks have also begun offering digital asset custody 

services and entered into partnerships with firms specializing in crypto 

custody.  

Crypto Native Financial Institutions 

In contrast to large traditional banks, crypto native financial institutions were 

more recently founded, have smaller balance sheets, and typically focus their 

primary businesses on catering to digital asset firms. In addition to checking 

accounts, these firms provide a variety of crypto native services including 

digital assets custody, over the counter (OTC) digital asset trading, 

tokenization services, and, in some instances, offer specialized settlement 

services to allow their customers to transfer traditional currencies on a 24/7 

basis. 

 

For example, Silvergate Bank (NYSE: SI) is a federally chartered bank in the 

United States that had historically functioned as a regional commercial bank. 

While the company was founded in 1988, it began servicing digital asset 

customers in 2014, and crypto has since come to represent its primary 

business focus. It has built a settlement network solution for digital currency 

customers, allowing customers to transfer fiat currencies 24/7. The bank has 

also partnered with Facebook to be the exclusive issuer of Facebook's 

upcoming stablecoin Diem.  
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In the United States, Signature Bank, a US-based commercial bank founded in 2001, 

has emerged as another institution focused on servicing digital assets firms. Likewise, 

Avanti Financial, which was launched in 2020, is a federally regulated bank that is 

rolling out a variety of crypto native services.  

 

In Europe, a number of recently founded firms such as BCB Group, SEBA Bank, and 

Sygnum have emerged to meet the banking needs of crypto businesses. Likewise, 

other firms that were founded before the emergence of digital assets, such as Bank 

Frick, have tailored their services to meet the needs of crypto customers.  

 

As shown in the table below, traditional banks' services are generally limited to fiat-

denominated checking accounts, wealth management, and investment product 

services; with some firms having recently launched or in the process of launching 

digital asset custody solutions. On the other hand, crypto native firms have rapidly 

built out full suites of crypto native solutions to meet the pressing demands of their 

customers.  
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Cash Management/Checking Accounts 

 

Cash management services and checking accounts are essential for any business as 

employee salaries and operating expenses need to be paid in traditional fiat 

currencies. While the majority of large-scale financial institutions do not publicly 

disclose whether or not they provide these services to crypto companies, certain 

banks such as JP Morgan, have publicly announced that they have onboarded crypto 

exchange customers. Crypto Native Banks and Fintechs generally advertise that they 

will provide crypto businesses with fiat denominated accounts.  

 

Investment Products / Wealth Management  

 

As early as 2013, crypto asset management companies began providing exposure to 

digital assets through various investment securities that are issued against digital 

assets and trade on secondary markets. While traditional banks have historically had 

negative views on digital assets, endorsements by noteworthy investment 

professionals have driven end-customer demand. Accordingly, over the past ~18 

months, several large firms have quietly granted their in-house asset managers access 

to crypto through these products.  

 

For example, in March 2021, Morgan Stanley began offering digital assets exposure 

to its wealthy clients (investors with > $2MM of assets held at the firm). JP Morgan 

would later follow in July 2021 with a partnership with digital asset management 

companies Grayscale and Osprey Funds. Citibank recently launched a digital assets 

group within their wealth management division and is developing a solution to allow 

their clients to invest in digital assets. Similarly, Goldman Sachs has extended 

investment access to its clients with support for Bitcoin and Ethereum derivatives 

trading. 

 

Following substantial and recurring digital asset allocations from firms such as 

MicroStrategy, some firms have built out solutions to facilitate large scale corporate 

purchases of Bitcoin and digital assets. Treasury management solutions provide end-

to-end support from digital asset trading to storage to tax reporting that abstract 

away many of these complexities for these institutional buyers. 

 

OTC Trading Venues 

 

Over the Counter (OTC) spot trading services for Bitcoin and digital assets have 

historically been solely provided by crypto native financial institutions, including 
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dozens of firms that specialize in trading. 

 

Nonetheless, there have been signs of increasing involvement on the trading front 

from large traditional banks. For example, BNY Mellon and State Street, among 

three other undisclosed banks, are backing Pure Digital Markets, an interbank 

wholesale marketplace for institutional liquidity.  

 

Digital Assets Custody 

 

As far as digital assets are concerned, there are no clearinghouses to establish trust 

between two parties entering a transaction. In the event of fraud, recovering funds is 

almost impossible. Hence, custody solutions that allow for secure digital asset 

storage, transfer, and transaction monitoring have emerged as a key building block 

for crypto businesses.  

 

In October 2020, the Office of the Comptroller of the Currency (OCC) in the US 

permitted federally chartered banks and saving associations to provide digital assets 

custody services to clients. After this, leading traditional banks such as BNY Mellon 

have made strategic investments in digital asset custody firms and are underway with 

rolling out custody services to their clients. US Bank, the fifth largest bank in the 

United States, recently launched custody services with crypto custodian NYDIG.  

 

24/7 Fiat Transfer Services 

 

In the United States, real-time payments between financial institutions are typically 

facilitated by the Federal Reserve’s Fedwire real-time gross settlement system. 

Fedwire operates 22 hours a day, is only available on business days (i.e., no wires on 

weekends and holidays), and comes with an opaque and variable fee structure. From 

a pure time standpoint, Fedwire is operational ~66% of the hours in a week. Hence if 

you were a digital assets firm that relied on a single banking relationship in the 

United States, you would only be able to move dollars about two-thirds of the time; 

a challenge that could materially impact your ability to service customers that 

transact on a 24/7 basis. 

 

Few banks have recognized this gap and built solutions that cater to their clients' 

immediate and efficient settlement needs. As displayed in the table below, these 

settlement networks typically handle transfers internally without relying on third 

party wire transfer services. Additionally, they are easily accessible through APIs 

which can be plugged into their clients' technology stack. 
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Silvergate and Signature in the US, BCB Group in London, are rare examples of 

companies that offer instant fiat settlements to their clients. While Silvergate and 

Signature offer these settlements in USD, BCB Group offers them in 27 different fiat 

currencies. 

 

 
 

These services can be particularly helpful for institutional investors and hedge funds 

as they can be used to easily execute various trading strategies. For example, 

successfully conducting a BTCUSD arbitrage trade between exchanges could be 

challenging and ultimately infeasible in the absence of a mechanism that facilitated 

24/7 and instant transfer of USD from one crypto exchange to another. 
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Although data for most of the instant fiat settlement networks are unavailable, 

Silvergate updates numbers every quarter. Over the last few quarters, SEN volumes 

have been vulnerable to spot bitcoin and ether trading volumes. However, in 

Silvergate’s Q3-21 investor call, management mentioned that there seems to be a 

gradual shift in SEN volumes towards commerce and remittances which could result 

in stickier transaction volumes as opposed to trading-driven transactions. This shift 

also indicates that instant fiat settlement demand from merchants trading in 

currencies other than USD could be on the rise, which bodes well for BCB Group's 

BLINC. 

 

 
 

 

Tokenization/Stablecoins 

 

Stablecoins, which are blockchain-based tokens pegged to fiat currencies 

(predominantly USD), have grown in popularity in the last two years. They allow 

individuals and institutions to move money globally, quickly, and at significantly lower 

costs than traditional ways to transfer money. Their increase in the market 

capitalization from ~$20 billion at the beginning of 2020 to almost $140 billion now 

is a testimony to their increased demand. Apart from usage for trading digital assets, 

there is anecdotal evidence of stablecoins' growing popularity as settlement for 

commerce. For institutions looking to quickly exchange in and out of digital assets, 

minting and burning stablecoins (issuing stablecoins by locking up dollars and 

redeeming dollars with stablecoins) is a vital service. 
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Banks like Silvergate facilitate minting and burning stablecoins via their settlement 

networks. As evidenced by the quotes below, these 24/7 transfer services have 

become foundational piece of the larger digital assets market structure.  

 

"Life as a crypto firm can be divided 

up into before Silvergate and after 

Silvergate — it's hard to overstate 

how much it revolutionized banking 

for blockchain companies. Day in and 

day out, the Silvergate™ Exchange 

Network (SEN) proves it is one of the 

key backbones of the cryptocurrency 

settlement layer." — Sam Bankman-

Fried, CEO of FTX Exchange 

 

 

Other than stablecoins, some crypto native banks are also exploring asset 

tokenization. For example, Sygnum Bank's Desygnate platform allows the issuance of 

tokens and raising funds in four verticals - real estate, venture capital, mid-cap, and 

arts and collectibles. 

 

DeFi On-Ramps/Staking 

 

The global hunt for yield has been well underway for several years at this point. 

With interest rates across the globe at or near their all-time lows and inflation 
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running high in some of the largest economies in the world (United States, 

Eurozone, etc.), institutions are looking for avenues to preserve the purchasing 

power of their assets. The starkest examples of how companies have taken action in 

this regard are with direct Bitcoin treasury allocations. For instance, Microstrategy, a 

business intelligence firm headquartered in the United States, has purchased 121,044 

BTC (~$7BN at current prices). 

 

However, for many treasury departments, directly allocating 

to BTC will remain too risky. Decentralized Finance (DeFi) 

protocols that facilitate borrowing and lending through smart 

contracts, rather than intermediaries, are creating a new 

class of yield generating opportunities for institutions. 

Although high DeFi yields have historically been driven by 

new issuance (i.e., inflating token supplies and boasting high 

yields while ultimately providing ~0% yield in terms of 

inflation-adjusted returns), several institutionally focused 

DeFi protocols have emerged over the past few months that 

are offering yields paid out in stablecoins which are fully 

backed by fiat currencies. Circle Yield, Compound Treasury, 

and Aave Arc are all examples of these services that are 

aiming to deliver stablecoin denominated yields in the range 

of 4% - 7% to institutions. 

 

Some crypto native banks have recognized the opportunity 

to take advantage of DeFi services and have already extended 

access to these high yield opportunities. Through their SEBA 

Earn initiative, SEBA offers clients to earn a yield on 

Polkadot, Cardano, and Tezos with more assets to come. 

Sygnum also offers staking services for different assets such 

as Ether and Tezos. And finally, BCB Group is actively 

developing solutions to extend DeFi support to its clients. 

 

 

 

 

https://www.circle.com/en/products/yield
https://compoundtreasury.com/
https://www.theblockcrypto.com/linked/118822/permissioned-defi-platform-aave-arc-gears-up-for-launch
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Conclusions & Outlook 
 

Ongoing institutional adoption has made it clear that digital assets and blockchain 

technology are here to stay. Speculative demand from high profile investors to family 

offices to banks' wealthy clients coupled with demand for real-world use cases such 

as merchant settlements, higher yields, and remittances bode well for sustained 

trends towards adoption and institutionalization. This organic demand from clients 

has already forced banks and financial institutions to think about ways to offer digital 

assets services to their customers. 

Despite all these developments, the overall experience of dealing with digital assets 

is far more heterogeneous than that of traditional financial assets. The race to build 

out full stack financial services offerings from checking accounts to instant global fiat 

transfers to custody to lending to OTC trading to staking to DeFi access is well 

underway. Although traditional banks are actively working on catching up, all signs 

point to the pace of innovation continuing to be driven by crypto native firms that 

specialize in catering to crypto customers.  
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