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The Crypto Economy  

A Conversation with Matthew Le Merle 

In our latest installment of the series, Matthew Le Merle speaks to 
NWM about the evolving crypto landscape and how blockchain 
solves many of the Internet’s current shortcomings.   

About Matthew Le Merle: Matthew Le Merle is co-founder and Managing Partner of Fifth 

Era and Keiretsu Capital – the most active early stage venture investors backing almost 
200 companies a year. He is also Chairman of Securitize (Europe), Linqto, and CAH and 
an advisor at Warburg Pincus.  He grew up in England before living most of his life in 
Silicon Valley where he raised his five children with his wife Alison Davis. Today he splits 
his time between the US and UK. By day he is an investor in technology companies and 
a bestselling author and speaker on innovation, investing and the future having worked at 
McKinsey, A.T. Kearney, Monitor, Booz and Gap. He has written several books including, 
most recently, his new book ‘Blockchain Competitive Advantage’ co-authored with his 
wife, Alison. 

Speaking to Matthew on behalf of NatWest Markets are Margaret Feeney and Michelle 
Girard. 

The views expressed in this article are solely those of Matthew Le Merle and do not 
reflect the views of NatWest Markets or its affiliates. As of the date of this 
publication, NatWest Markets does not provide any cryptocurrency services. 
Matthew Le Merle is the husband of Alison Davis, a non-executive director of RBS 
Group. 

____________________________________________________________________ 

NWM: Throughout your book you describe blockchain as the next phase in our 
digital revolution largely because it solves the problems that the early Internet 
couldn’t (lack of security, identity verification, etc). Using the Internet as an 
analogy, how would you define blockchain? 
 
Matthew: We subscribe to the view that in the popular press a number of different 

important innovations are being confusingly combined into one notion and all are being 
hung under the umbrella term "blockchain".  It is important to unbundle these to properly 
understand what is taking place.  At minimum you should clearly unbundle: 
 
A. The blockchain protocol itself.  This is a way of creating secure, immutable, open (if 

you want them to be), distributed ledgers that allow many different parties to collaborate 
in real time and at scale in the sharing of work and of information. This is a dramatic and 
important breakthrough in the way that humans conduct their affairs which to date have 
been recorded and transacted on private, centralized ledgers, with all of the inefficiencies 
and shortcomings that this has implied over the last few hundred years. We are at the 
beginning of a change in the way all human economic activity is conducted and this is the 
big conceptual breakthrough of the Satoshi Nakamoto white paper (which was the 
original bitcoin thesis). 
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B.  The arrival of cryptoassets. These are digitally native ways to conduct all three uses 

of money - as a means of exchange, a unit of account, and a store of value (tokenized 
assets). In this regard, all we are really seeing is the continuation of the application of 
technology to enable digital transactions and digital investments to take place (as in the 
UK Big Bang when we applied technology to formerly paper based corporate stock 
exchanges and registers).  However, now not only are we impacting all monies and all 
assets, but the technology can be imbued with additional functionality such as real time 
reporting, real time compliance, legal contract terms and conditions, and so on.  
 
It is inconceivable that the world would have a digital economy without such digitally 
native monies and assets, and this is why 'cryptoassets' are so important. 
 
C. Technology enabled investing. Thirdly, we are seeing the creation of technology-

enabled investing that leverages the blockchain protocol and/or cryptoassets to allow a 
'democratization of investing' or at least easier access and lower cost, higher speed 
investing into asset classes that are today still paper based. So more than half the world's 
assets including private equity, small capitalization real estate, some areas of corporate 
debt and so on, are for the first time being presented through technology to global 
investor bases. The proof of concept that was the ICO (initial coin offering) boom and 
bust, proved that this could work - even if the ICO proof of concept broke existing security 
rules and regulations and enabled adverse selection of bad actors and bad practices. 
 
NWM: The Internet gained popularity and userability in large part due to the third 
party applications which gave people a way to use the new communication 
medium (i.e. Google search, Yahoo e-mail, essentially the start of the “web”). Do 
you think that blockchains need the same level of third-party applications to gain 
traction and users? And if so, does this go against the thesis that blockchains are 
beneficial to users because of the lack of necessary intermediaries? 
 
Matthew: The first question was true during the rise of the Internet and is also true for 

blockchain related innovations. They need to be focused on user needs (met or unmet, 
known and unknown) and they need to be simple and easy to use. The first set of 
blockchain based applications (such as bitcoin itself) were not very simple and easy to 
use and many users don't yet see a direct benefit to their specific circumstance - either 
because there isn't one, or because they are not yet educated enough to be able to figure 
it out without clear reference cases and demonstrated demand among other similarly 
situated users. 
 
Those reference cases and large populations of users are now beginning to ramp up. By 
the time the social networks such as Facebook and Telegram deploy new social coins to 
their billions of users, the education of the world regarding  the “why and how”  will begin 
to become very widespread. 
 
It should be noted, that Bitcoin is best understood by those that need it most. The billion 
or more people on the earth who do not have reliable, trustworthy, fiat monies fully 
appreciate why something that is at minimum a better store of value is very valuable 
indeed. 
 
Meanwhile, we don't subscribe to the notion that the value of blockchains is in their ability 
to disintermediate per se.. But of course, intermediaries that add no value should always 
be taken out of the roles they are playing - they are simply deadweight loss to users on 
both sides of any transaction. 
 
NWM: If online payment services like Venmo and PayPal create a seamless user 
experience, why do we need blockchain to make online payments? 
 
Matthew: To date, Venmo and PayPal don't create a seamless user experience, if 

viewed through the lens not only of getting a transaction done, but also through the 
lenses of cost, speed and so on. Users pay extra and wait longer because of the fact that 
today's payment systems are not native digital payment systems, but are rather 
technology infrastructure bolted onto the digital economy. Venmo and PayPal enable 
transactions to take place "outside" the digital economy, rather than natively "within" the 
digital economy. 
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Once we have native digital payment systems, the benefit to users in terms of cost and 
time will become very evident. 
 
NWM: When do you think developed economies will start using blockchain for 
things such as identity verification? For example, when do you think colleges and 
universities will use this technology to verify graduates, and when could 
government organizations (such as the DMV) start to do the same? 

 
Matthew: Our governments manufacture our identities at birth when they give us our 

birth certificates. They continue to play the key role in identity and everything built upon it 
throughout our lives as they issue social security numbers, driver license numbers, 
passport numbers and so on.  
 
They own the issue of identity. They also own the issue that their citizens are being 
systematically scammed and defrauded by the inadequacy of their several hundred year 
old systems of identity manufacture.  
 
It rests with governments around the world to step up to this crisis and leverage the new 
enabling technologies that innovators are creating to make 7 billion people and all the 
entities of the world safe and secure with immutable, portable, secure identities that 
enable ‘just in time and need to know' rather than 'learn everything about me regardless 
of whether you need to".  It makes no sense that when we check into a hotel and they ask 
for our passport to check our identity, that they also take a digital copy of an identification 
that gives them our date of birth, address, personal descriptors etc. 
 
Governments are perpetuating a centuries-old concept of identity that is not fit for 
purpose in a fully digital world. 
 
NWM: Public blockchains are those that allow anyone to verify or add data to the 
blockchain (i.e. bitcoin, ethereum, etc.). On the other hand, private blockchains 
only allow authorized identities to do so. That said, do you think established 
companies will ever utilize public blockchains? In your book you say you don’t see 
it happening for a while, but is there a scenario where it might make sense? 

 
Matthew:  Large companies can't take risks without building their capabilities for utilizing 

new technologies and innovations.(especially if they touch upon mission critical activities 
that can't be interrupted and can't afford to 'break'). Private blockchains, just like private 
intranets before them, provide ways for established companies to move up the learning 
curve with regard to blockchain and its applications. 
 
Conversely, the greater scope, scale and applications of public blockchains will allow for 
steeper learning curves that will one day enable mission critical corporate applications to 
migrate from private to public. Just as intranets migrated to the public Internet and the 
cloud over time as the latter became even more advantaged. 
 
We expect this to be the direction of established company blockchain utilization over the 
next decade. 
 
NWM: At this moment, what do you see as the most promising applications of 
blockchain in the corporate environment? 
 
Matthew: Bitcoin is still the best and most important application of blockchain in the world 

and in the world's economy. As previously noted, it is hard for citizens of the UK or US, 
for example, to really appreciate just how valuable bitcoin is to hundreds of millions of 
people. We have reliable fiat currencies even if our governments are printing money 
faster than they should. 
 
Conversely, an Argentinian of our age, for example, has seen their fiat currency debased 
at least three times and has had to carry plastic bags of notes to the supermarkets to buy 
groceries more than once - fearful that the prices would have gone up between the time 
they left home and the time they arrived at the shop. For an Argentinian, the value of a 
money that is not controlled by their government is very easy to understand and 
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appreciate. As it is for the citizens of any country in which their livelihood and their wealth 
is uncertain, for whatever reason. 
 
NWM: How do you think regulators are approaching the cryptoasset space in the 
US? Do you think they are doing enough? 

 
Matthew:  Regulators have the hardest job in the world. They must ensure that the 

learnings of society, embedded in the laws and regulations that exist today, are properly 
applied while also seeking to create a regulatory environment that allows society to move 
forward quickly. This is an almost impossible task. 
 
We subscribe to the view that regulators are wise not to change regulation as the 
bleeding edge of new innovation begins. They need enough time to learn and reflect 
before they make changes. The world is still in this learning phase with regard to 
blockchain. 
 
It should also be noted, however, that the work of the regulators will never be easier than 
if they help evolve the world towards open, distributed ledgers. Real-time auditing and 
compliance are every regulator's dream and that dream will now become a reality soon. 
 
NWM: In your book you talk about how the wealth creation during the time of the 
Internet boom was captured early on (before the bubble). Do you think that is the 
case with blockchain or crypto investments? If so, do you still think investors 
looking at the space today are early enough to capture more of that value, or has 
that time passed? 

 
Matthew: To be clear, we know that wealth creation is captured early in the life of any 

emerging technology leader. So whether that is Microsoft with Gates and Balmer (pre 
bubble) or Facebook with Zuckerberg (post bubble), it is always true that the 
entrepreneurs and the people that back them are most likely to reap the lion's share of 
the rewards from the companies that eventually become the winners. 
 
In regards to blockchain, we believe that we are very early in the creation of our fully 
digital world and the companies that win in the battle for blockchain competitive 
advantage may not even have been launched yet - many are still just a gleam in the eyes 
of their creators. That said, blockchain is moving into a new competitive phase and it will 
become harder to win as players begin to do a better job at securing their positions and 
competitive advantages. 
 
NWM: Related, do you think we are emerging from a so-called “crypto winter” into 
a “crypto spring” (i.e. more innovations, more user acceptance, greater investor 
interest, etc.)? 

 
Matthew:  Yes, but the crypto winter really was more about killing off bad actors and bad 

practices of the ICO boom and bust than it was about the high-quality blockchain-based 
entrepreneurs and projects. The latter continue to receive funding throughout this so 
called crypto winter from the high-quality pure-play blockchain venture investors. In our 
opinion, great teams and great ideas can always find capital to back them. It is the 
marginal players and marginal projects that benefit from, and suffer from, irrational boom 
and bust cycles. 
 
NWM: Thank you Matthew.   

____________________________________________________________________ 

About Margaret Feeney: Margaret is the Head of Innovation in the US and has worked 

closely with start-ups throughout her career.  She currently serves as Board Member for 
Stamford Innovation Week and as Advisory Board Member for Rutgers University’s Big 
Data program. Margaret previously served on Connecticut’s Blockchain Working Group.  

About Michelle Girard: Michelle Girard is Co-Head, Global Economics & US Chief 

Economist and a Managing Director for NatWest Markets. Michelle joined the firm in 
2004. Her team is responsible for developing forecasts for US growth, inflation and 
interest rates, all of which are likely to be impacted by the crypto economy in coming 
years. 
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