
LONDON: When bitcoin was born it was a sym-
bol of counterculture, a rebel currency with near-
anonymity and a lack of regulation. A decade
later, there are growing signs it’s entering the es-
tablishment its creators sought to subvert. As the
cryptocurrency has surged in value bigger in-
vestors, from trading firms to hedge funds, have
increasingly turned to exchanges regulated in tra-
ditional financial centers. They are buyingbitcoin
futures to gain exposure to the asset while avoid-
ing the hacks and heists that plague the industry.

The crypto market, associated by many with
the dark web, money laundering and the Wild
West, is beginning to be discussed by financiers
in the same breath as derivatives, hedging instru-
ments and compliance. Investors ploughed record
levels of money into bitcoin futures at regulated
exchanges in the United States and Britain last
month, hungry for a piece of the action but seek-
ing the kind of protection that will satisfy their
compliance officers.

Between March and May, bitcoin more than
doubled in price, an ascent peppered by double-
digit price swings reminiscent of its 2017 bubble,
which was driven by smaller retail investors. Dur-
ing that period, Chicago-based CME Group Inc’s
average daily volumes of futures contracts
climbed over seven-fold to a record $508 million
in May. The number of open interest contracts -
those that haven’t been settled - also hit a record.

CME said bitcoin’s price gains, and the subse-
quent increase in volatility, attracted new in-
vestors seeking to hedge risk. Crypto Facilities, a
London-registered platform bought this year for
over $100 million by major US cryptocurrency
exchange Kraken, said bitcoin futures daily trad-
ing volumes jumped over three-fold from March
to a record $84 million in May.

In a sign of the growing mainstream market,
the owner of the New York Stock Exchange, In-
tercontinental Exchange Inc (ICE), plans to offer
bitcoin futures in the coming months through a

new crypto-trading platform, Bakkt. “It’s logical
they (institutional investors) would want to be
moving in this direction, especially considering
their size and how much more there is at stake,”
said Joel Kruger, currency strategist at LMAX
Exchange Group.

Hedging instrument
Futures - financial contracts that lock buyers

and sellers into trading an asset at a set date and
price - are seen as key components of any ma-
ture market, as they boost market liquidity and
allow investors to bet on the direction of prices.
“It’s a useful hedging instrument,” said Daniel
Matuszewski, head of trading at Goldman Sachs-
backed crypto firm Circle. “Futures are much
easier to trade, much easier to use for hedging,
much easier to get leverage on.” Playing out in
the spiking demand is the emergence of a twin-
track global bitcoin futures market - on “on-
shore” exchanges like CME and “offshore”
exchanges, which are more lightly regulated and
still command the bulk of the multi-billion-dollar
daily market. 

Onshore exchanges - those regulated in es-
tablished financial centers - are usually subject to
strict checks on governance, technology and
client vetting. They demand a high degree of
transparency. Offshore platforms, in contrast, are
typically registered in jurisdictions with less oner-
ous rules. They tend to accept business from in-
vestors who can sign up with few checks on their
identity or the provenance of their funds. 

Larger investors, bound by strict compliance
rules, are heading to regulated platforms in finan-
cial hubs like CME, according to industry players.
Traders with more tolerance for risk - including
retail investors from north Asia and companies
earning money in cryptocurrency, from miners to
gaming firms - use of offshore exchanges. “Off-
shore exchanges aren’t really exchanges - they
are more like private markets,” said Vladimir

Jelisavcic of trading firm Cherokee Acquisition in
New York.

Stars have aligned
Offshore exchanges have offered bitcoin fu-

tures since as early as 2011. One of the biggest,
Seychelles-registered BitMEX, said it now ac-
counts for over 65% of global cryptocurrency
derivatives trading. Trading volumes were $4.3
billion in May, it said. BitMEX CEO Arthur Hayes
said, however, that larger investors were being
increasingly drawn to onshore exchanges like
CME. “It’s the perfect product (for bigger in-
vestors) - it’s US-dollar based, they never have
to touch actual bitcoin, it’s financially settled,”
he said. The launch by CME and rival Cboe
Global Markets in December 2017 marked the
first time mainstream exchanges offered cryp-
tocurrency derivatives. They initially faced tepid

demand. Cboe said in March, when bitcoin lan-
guished below $4,000, that it planned to discon-
tinue its futures, with the final contracts expiring
this month. For their part, CME’s futures have typ-
ically seen thin liquidity and high barriers to entry
for smaller investors, said Ricky Li of crypto
trader Altonomy in New York.

The growing gap in the market for futures
from onshore exchanges is stimulating growing
competition and attracting new entrants, such as
ICE. Sui Chung, head of cryptocurrency pricing
products at Crypto Facilities, said compliance-
wary institutional investors had been assessing
the various futures products offered by regu-
lated exchanges for some time, as they awaited
a spike in prices to allow them to enter the mar-
ket. “This is the first time those stars have
aligned,” he said.—Reuters
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SEOUL: An electric board showing exchange rate between South Korean Won and Bitcoin at a cryp-
tocurrencies exchange in Seoul.—Reuters

Regulated futures boom as 
investors seek a safer ride

SHANGHAI: A Shanghai tech fair exhibit that
allowed visitors to clobber a bobble-head
likeness of Donald Trump has been shut down
for encouraging the “violent disrespect” of a
public figure, organizers said yesterday. The
kiosk at this week’s Consumer Electronics
Show Asia (CES Asia) was set up by Japanese
tech firm Soliton Systems as a “stress-relief”
station. Visitors were given a hammer to
smash a life-sized likeness of the US presi-
dent, who has angered many Chinese by
launching a tariff war with China.

The US Consumer Technology Association
(CTA) — which stages the show each year-
told AFP it issued a “warning” to Soliton Sys-
tems on Tuesday. A curtain was seen drawn
across the display site on Thursday, and the
Trump likenesses had been removed. The as-

sociation told AFP that exhibitors sign con-
tracts making clear that displays cannot be
“offensive”. “We will not tolerate violent dis-
respect of any public figure.” Soliton Systems
officials could not immediately be reached for
comment. 

The three-day trade show opened on
Tuesday under the shadow of the escalating
trade war. China and the United States have
hit each other with steep tariffs on more than
$360 billion in bilateral trade, rattling financial
markets and business confidence. Technology
is a key battleground, with the United States
pressing governments across the world to
drop Chinese telecom giant Huawei from their
5G network development plans, saying it
could be used by Beijing for espionage.
Huawei denies the charge.—AFP 

FRANKFURT AM MAIN: Car giant Volkswa-
gen’s talks on co-operation with US-based Ford
concerning electric vehicles and automated driv-
ing are “close to completion”, the German com-
pany’s chief executive Herbert Diess said
yesterday. The two manufacturers said in January
that they would collaborate on vans and pickup
trucks, without ruling out building up their al-
liance in other areas.

“Talks on cooperation with Ford on (electric
vehicle platform) MEB and automated driving are
going well and are close to completion,” Diess
told a meeting of almost 500 Volkswagen man-
agers in Wolfsburg. In March, Diess said Ford
could be granted a license to use VW’s Modular
Electric Toolkit “MEB” platform-the technical un-
derpinnings of all the future electric cars planned
by the German giant.

In exchange, Ford could offer its Argo AI au-

tomated driving technology to VW, which this
week announced the end of its partnership with
American self-driving tech startup Aurora. Ac-
cording to press reports, Ford and Volkswagen
could announce that the German company is tak-
ing a stake in Argo AI in the coming weeks. “The
Ford partnership is of paramount geostrategic im-
portance for the company,” Diess said yesterday.

“Without a strong engagement in the USA, we
risk finding ourselves cornered in global trade
conflicts” as “today we are a company very
strongly linked to China,” he added. Manufactur-
ers are increasingly banding together to foot the
massive investments required to develop next-
generation cars. Mercedes-Benz maker Daimler
and BMW-who have been fierce rivals for years-
are working together on automated driving, while
BMW is developing electric motors with Jaguar
Land Rover.—AFP

Trump-bashing exhibit gets 
booted from China tech show

VW says cooperation talks with
Ford ‘close to completion’


