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What is a Prime Broker?

Prime brokerage services are a staple of large investment banks, assisting 
funds and asset allocators as they navigate markets, manage risk, build 
capital, among other value-added services. More recently, it has become a 
sort of buzzword in the digital asset space.

The buzz makes sense. In traditional finance, prime brokers sit between 
institutional investors and the market and offer an array of services, 
including custody, trade execution, risk management, lending services, 
capital introduction, and consulting. Crypto traders have long predicted 
that the addition of prime brokerage services to the market could lure 
institutional investors from the sidelines who expect the kind of streamlined 
end-to-end service model already available in traditional markets.

Companies ranging from Fidelity Digital Assets to crypto custodians such 
as BitGo to over-the-counter trading firms like B2C2 are aiming to break into 
the potential market for prime brokerage services, eyeing the same kinds of 
customers and business lines that, according to Global Custodian, will help 
traditional banks generate $30 billion this year.
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https://www.thetradenews.com/prime-brokerage-revenues-top-30-billion-2020-report-shows-banks-can-capitalise/
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Already in 2020, we’ve seen a handful of companies make strategic 
acquisitions or launch new lines of business in order to build a full one-
stop-shop prime offering. Some of the larger events highlighted are below:

What does Prime Brokerage look like for Digital Assets?

A recent study entitled The Institutional Adoption of Digital Asset Trading 
by Acuiti, an analytics platform for the global derivatives market, surveyed 
senior executives from the buy-side, sell-side, and proprietary trading 
groups specialized in traditional derivatives trading to better understand 
what is holding back institutional adoption of digital asset trading. 

The common concerns expressed in the results varied. Some highlighted 
counterparty risks, while others raised questions about trading institutions 
and service providers. Other respondents brought up career risks. 
Ultimately, the magnitude of concern varied depending on the type 
of institution surveyed (sell-side firms, service providers, and trading 
institutions).
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https://www.acuiti.io/wp-content/uploads/2020/03/Institutional-Adoption-of-Digital-Asset-Trading.pdf
https://www.acuiti.io/wp-content/uploads/2020/03/Institutional-Adoption-of-Digital-Asset-Trading.pdf
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The survey found that, in the short-to-medium term, the institutional market 
for digital assets is expected to “grow in-line with the expansion of offerings 
by existing institutional exchanges.”

In a separate institutional investor survey conducted this year, Fidelity 
Digital Assets found that nearly 40% of institutional investors surveyed in 
the U.S. and Europe said they were currently investing in digital assets, and 
60% believe digital assets have a place in institutional investor portfolios.

To make digital assets more accessible to institutional clients, firms within 
the sector have focused on building out various niche service offerings 
across OTC desks, liquidity providers/aggregators, custody solutions, 
settlement solutions, smart order routing, execution businesses, clearing 
solutions, trade messengers, and algorithmic trading platforms. However, 
unlike more mature markets, digital asset market structure continues to be 
highly fragmented with liquidity and services split unevenly across various 
offerings around the globe.

While a handful of players have recently moved to bundle some of these 
offerings under one roof, there are still at least 115 firms building out 
institutional infrastructures for digital assets.
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https://www.fidelitydigitalassets.com/bin-public/060_www_fidelity_com/documents/FDAS/institutional-investor-study.pdf
https://www.fidelitydigitalassets.com/bin-public/060_www_fidelity_com/documents/FDAS/institutional-investor-study.pdf
https://www.theblockcrypto.com/genesis/64661/mapping-the-institutional-digital-asset-infrastructure-space
https://www.theblockcrypto.com/genesis/64661/mapping-the-institutional-digital-asset-infrastructure-space
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In May, The Block Research spoke to over 40 different firms that operate 
across digital asset infrastructure to get a better sense of what participants 
view as the biggest risks and structural pieces still missing within this 
market.

One of the common themes that emerged from these conversations was 
the clear need for a “full prime services” offering — that is, a player that 
sits in the middle of the market and offers a one-stop-shop for spot and 
derivatives trading aggregation, margin extension, custody services, capital 
introduction, and even trade ideation (similar to a role equity and trading 
research plays for traditional banking prime services).

Recognizing the need to provide these services under one house, several 
players emerged in 2020 on a journey to do just that, albeit approaching the 
full suite of offerings from different core starting points that range from:

Custody: Institutional-grade custody for digital assets. In some cases, 
custody supports settlement requirements for trade executions, transaction 
processing, and same-day settlements.

Market Making/OTC: Providing two-sided liquidity for buyers and sellers.

Borrow/Lending: Offering access to borrow/lending digital asset credit 
markets where the provider acts as the trusted counterparty.
Derivatives: Providing liquidity across crypto derivative markets, whether 
that’s OTC or providing clearing services for derivatives markets (options 
and futures) and bilateral OTC derivatives. Can include pricing and 
structuring more exotic derivative contracts for clients.

Clearing/Settlement: Offering settlement assurances, or the act of 
transferring ownership (settling) in-line with the underlying agreement 
between parties. For digital assets, serving as a trusted escrow agent or 
sitting in between two trading parties is still an area that isn’t as robust as 
in traditional markets.

Execution: Trade messengers and execution platforms that can offer smart 
order routing and improve algorithmic systems for cryptocurrency trading. 
Execution can be either principal-based (where the other side is the dealer) 
or agency-based (where the intermediary is only a middleman).
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https://www.theblockcrypto.com/genesis/65001/institutional-market-infrastructure-interview-series-volume-i-barriers-to-entry
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One unique secondary effect of digital asset infrastructure fragmentation 
is an underlying market structure that is more entangled than traditional 
markets, one that sees crypto exchanges and OTC desks as some of the 
main companies looking to build prime offerings. That stands out when 
considering Nasdaq, NYSE, and market makers such as Virtu don’t offer full 
prime services in traditional markets.

Looking ahead, the consensus view among market participants is that many 
institutional digital asset providers will look to expand their offerings across 
these verticals in a bid to look more like a traditional prime offering.
The challenge for contenders will be figuring out how to do every service 
really well while also navigating an uneasy regulatory environment that 
differs across jurisdictions and states (there really isn’t a one legal entity 
structure like a broker-dealer license in traditional equities that allows you 
to accomplish this bilaterally across the U.S.).

Given the pace of digital asset market-structure maturation, the answers 
to these two considerations will continue to force providers to evaluate 
whether it’s more prudent to build new offerings in-house or attempt to 
consolidate with other established niche services in the market.

While still early — and public data from different providers is sparse — 
companies such as Genesis Trading are beginning to demonstrate the 
power of a unified bundled prime model with offerings that span custody, 
OTC and derivative trading, lending, and other execution services.
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In its latest 3Q Digital Asset Market Report, the first full quarter of offering 
Genesis Custody (and with it a full bundle off prime offerings), Genesis 
reported spot trading volume of $4.5 billion (up 285% Y/Y), $1 billion worth 
of derivatives volume traded, and ~$5.2 billion in loan originations (62% 
Q/Q) with $2.1 billion outstanding loans (50% Q/Q).

Meanwhile, Genesis executed nearly 30% of all spot trading volume in the 
quarter (~$4.5 billion) through its new Prime smart-order routing engine, 
with the expectation for the system to soon allow access to an upcoming 
agency trading launch (a way to aggregate liquidity across exchanges with 
pass through execution).

Perspectives from the industry: The opportunity in 
digital asset prime brokerage

The Block Research asked industry participants to share their views on 
the opportunities for prime services in digital assets, illustrate what gaps 
remain across these offerings, and offer perspectives how to best compete 
across the service suite.

The full responses are aggregated below, but a few consistent threads 
emerged from these conversations:

•	 There still isn’t a full-prime offering for digital assets, at least not 
like the kind that exists in typical financial markets. This is partly due 
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https://genesistrading.com/wp-content/uploads/2020/10/GenesisQ3Report.pdf
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to the size and maturation of the market, leading various providers to 
specialize within specific segments.

•	 A commonly stated differentiator among responses on how to best 
compete across digital asset prime offerings was access to a robust 
balance sheet. Many digital asset PM solutions come from an entity 
that is relatively small, venture-funded, and with a balance sheet that 
can’t support large institutional accounts nor withstand various wider 
market shocks. This has pushed exchanges and large lending desks to 
support more digital asset prime-like functions, given their access to 
larger balance sheets.

•	 Perceived opportunities for digital asset prime brokers were varied 
across responses: institutional derivative offerings (options, cross 
margin products, etc.), more automated execution specifically around 
financing, better reporting/tooling capabilities, deeper capital efficiency/
more robust credit markets, other value-added services (research, cap 
intro, distribution, etc.).

•	 Gaps that remain in the market were largely perceived to be around 
clearing/settlement and deeper bank/capital market support.
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This report was produced by The Block Research and 
made available to the public by Genesis

Research Unlocks are original content from The Block 
Research made publicly available by our sponsor. Unlock 
sponsors are involved only in the ‘unlocking’ of paywalled 
content, and have no influence on the content itself.

Genesis is a global leader in institutional digital asset mar-
kets, facilitating billions in trades, loans and transactions 
on a monthly basis.  

Our products are catered to the needs of HNW, institution-
al and corporate clients.  We provide a single point of ac-
cess for digital asset trading, derivatives, borrowing, lend-
ing, custody and prime brokerage services. 

We have a proven track record driving results for some of 
the world’s largest digital asset focused hedge funds, fam-
ily offices and market makers.  Click here to learn more 
about Genesis.  Click here for details about Genesis Prime, 
our digital asset prime brokerage.  Click here for our Q3 re-
sults, including $4.5 billion in spot volume traded, $1 billion 
in derivatives volume traded, and $5.2 billion in new loan 
originations.

https://genesistrading.com/wp-content/uploads/2020/10/AboutGenesisLong.pdf
https://genesistrading.com/wp-content/uploads/2020/10/AboutPrime.pdf
https://genesistrading.com/wp-content/uploads/2020/10/Q3-Report_.pdf
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