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Primary Function of Network
•
•
•
•

The Chainlink network is the answer to the “oracle problem” experienced by blockchains.
Its primary function is bridging external data sources and public blockchains.
It will facilitate this through providing secure, decentralised data to smart contracts.
The link network is a middleware service that is chain agnostic.

Primary Function of the Token
• The LINK token is used by people on the network to pay for data for their smart contracts.
• The LINK token is ERC-677, giving it the transfer and call functionality which lets the token
trigger a contract to behave in a certain way.
• The LINK token is staked by nodes, this needs to be done in order to increase your chances to
be chosen as a data provider. If you are found to have given incorrect data you have your
LINK token stake taken away.
• The value of LINK tokens that you are required to stake should be directly related to the
value of the data you are transferring.
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Supply Schedule
•
•
•
•
•
•

Currently 03/2020:
Left to be mined: 0
In existence: 1 000 000 000
Chainlink issued: 100%
Current inflation: 0%
Note: LINK’s outstanding supply is
fixed. The node operator rewards
have not been distributed yet,
however there is no indication
they are locked up in smart
contract, so they are liquid. The
Chainlink team will distribute
these tokens to incentivise early
nodes.

Source: Messari
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Characteristics of LINK and the Chainlink
Network
1.

2.
3.
4.
5.
6.

Chainlink is the first meaningful attempt to bridge smart contracts and real-world events or
data.
Chainlink provides fast and safe data exchange without intermediaries.
Data is being provided by several nodes or oracles at once therefore increasing the chance
that the data is reliable and there is not one single point of failure.
The LINK token will directly represent the value of the data that the underlying Chainlink
network is transferring.
LINK token will experience no inflation as all LINK tokens have already been issued.
The Chainlink network will allow financial institutions to utilise smart contracts without
having to switch to smart contracts themselves, receiving all the benefits of decentralisation
and trust without setting up a new system or network.
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Token Value Accrual
• LINK is a token that is required to bridge external data to
public blockchains. Users need to buy the token in order to
access this information.
• LINK tokens are staked by the potential providers of this
external data in order to “bid” to be the provider of this data.
They receive LINK for providing honest data to the contract
creator. If unreliable data is provided by the oracle, the
creator of the contract is guaranteed that they will not lose
any money as in order to be a provider of the data the
amount of LINK token you stake has to be greater than or
equal to the value of the assets being transferred in the
contract. Therefore, the value of the network is closely tied
to the value of the data being transferred through it.

• LINK tokens need to be staked until the
contract’s length is over or the data
provider decided to stop providing that
information.
• The link network also works on a
reputation basis and one of the main
contributors is the number of LINK you
are willing to stake or are holding to stake.
• You receive value flows in the form of
LINK tokens for providing work on the
network.
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Valuation
Methodologies

We can value LINK by estimating
the value of the data being
transferred over the network.
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Total Addressable Market
These addressable markets should serve to give you an idea of what type of information or data may be
transferred by the Chainlink network and the corresponding value it could bring to the Chainlink network.
The Global Data Market: (>$56 Billion)

The Global Insurance Market: (>$5.05 Trillion)

1. Big data is becoming a more prevalent
commodity
2. The data being produced and collected around
the world is increasing
3. There are complementary technology also
pushing the collection of data including Internet
of Things and social media

1. The gross value of premiums written in 2017 totalled
over $5 trillion
2. We can assume that DeFi could absorb a percentage
of this market
3. The real world event that triggers the pay-out would
have to be reported and an equivalent amount of
LINK staked

Global Payments: (> $8.56 Trillion Per Day)

Class Action Lawsuit Settlements: (>$5 Billion on Average)

1. If there are payments that happen within legacy
financial systems that need to have a
corresponding affect on their respective
blockchain, the value of that payment should be
equal to the LINK staked.
2. You could assume a portion of these daily
transaction volumes will be reported on a
blockchain

1. The aggregate value by settlement size was around $5 billion
on average.
2. You could assume that a potion of these could be settled on
the blockchain
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Key Value drivers
Smart Contract Adoption:
1. The more data that is required by smart
contracts the more useful the Chainlink
network will become
2. As the use of smart contracts increases,
so will the amount of data that is
required for them to function properly.

Data That is Trustless and Fault Tolerant:
1. The need for decentralised data that lacks a single
point of failure is where Chainlink will find its greatest
utility. This could be spurred on by regulation requiring
trustless data to be imported into smart contracts or
organisations who require data to be provided in an
extremely reliant, fault tolerant way.

Interoperability:
1. As the number of blockchains around
the world increases so will the need for
them to be interoperable to create
additional utility for their users. The
Chainlink network can facilitate this
interoperability.
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Total Transaction Volume

The Link Network is
currently processing,
executing and settling
more than $30 million
per day on average.
It has been steadily
increasing since July
2018.
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Chainlink Contract Transaction Counts
The number of LINK
transactions sent to a
particular smart contract
It can be noted that
there has been an
increase in the use of
LINK by DeFi protocols.
The Chainlink network is
mostly being used to
provide price data.
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Daily Active Users of Link Network

Link Network’s daily
active users have
remained in a constant
band since its inception.
In 2019 there were more
than 1500 users on
average everyday.
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NVT

Historically
when we have
had a NVT at
these levels we
have seen a
short-term
increase in
price from the
current level
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Chainlink’s Partnership Ecosystem

Source: @linkmarine1

ETHERBRIDGE

How We Think About LINK’s Price
The value of the LINK tokens should be directly correlated to the value of the information or data it is being
transferred across its network.

Financial Data

Price

The value of the data is cumulative and contributes to the
value of the entire network:
1. The price is tied to the usage of the network
2. It is chain agnostic so can be used by any chain for
any type of data, including interoperability between
chains.
3. As more blockchains come to utilise the network
the value of the LINK token should increase
proportionally.
4. If any information about financial transactions in
the legacy system need to be transferred to a
blockchain they can have huge nominal values.

Enterprise Data Suppliers

Interoperability Data
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Risks
Just like any investment LINK carries risk. These are what we believe are LINK’s biggest risks currently and
investors must be cognisant of them.
1. Smart Contract Adoption – There is the risk that smart contracts are not widely adopted and therefore
there is no need for something like Chainlink.
2. New Business Model – The need for real world data within smart contracts still needs to be proven,
however it is widely accepted that smart contracts will need to access off-chain data.
3. Cryptoeconomic Incentive Problems – In order to be a provider of data you need to first stake LINK
that is equal to or greater than the value of the data you are providing. Many organisations might not
be able to afford the initial capital outlay, they may not feel comfortable putting up the initial capital or
want to be subject to price volatility of the LINK token.
4. Need for Decentralised Data – If people come to the conclusion that they are happy receiving data
from a centralised source then the need for decentralised data might be negated.
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Conclusions
• The Chainlink project is the best attempt to solve the “oracle problem” that is currently being experienced
in the crypto industry so far.
• They have made several notable high-profile partnerships, both within the crypto world and the traditional
world.
• They seem to have a strong development team who are very accessible.
• If adopted the value of the data being transferred over the network could be in the trillions of dollars.
• They have made several notable improvements within the network recently including the implementation
of privacy options which should spur further use.
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Disclaimer
The Research Team may own the tokens represented in this report, and as such this should be seen as a disclosure of any potential conflict of interest.
Anyone can contact Etherbridge for full token disclosures by team member at info@etherbridge.co. This report belongs to Etherbridge and represents the
opinions of the Research Team.

This report is not investment advice, it is strictly informational. Do not trade or invest in any tokens, companies or entities based solely upon this
information. Any investment involves substantial risks, including, but not limited to, pricing volatility, inadequate liquidity, and the potential complete loss
of principal. Investors should conduct independent due diligence, with assistance from professional financial, legal and tax experts, on topics discussed
inthis document and develop a standalone judgment of the relevant markets prior to making any investment decision.
The Research Team has obtained all information herein from sources they believe to be accurate and reliable. However, such information is presented “as
is,” without warranty of any kind –whether expressed or implied. All market prices, data and other information are not warranted as to completeness or
accuracy, are based upon selected public market data, reflect prevailing conditions, and the Research Team’s views as of this date, all of which are
accordingly subject to change without notice. Etherbridge has no obligation to continue offering reports regarding this topic. Reports are prepared as of
the date(s) indicated and may become unreliable because of subsequent market or economic circumstances. The graphs, charts and other visual aids are
provided for informational purposesonly. None of these graphs, charts or visual aids can and of themselves be used to make investment decisions. No
representation is made that these will assist any person in making investment decisions and no graph, chart or other visual aid can capture all factors and
variables required in making such decisions.
The information contained in this document may include, or incorporate by reference, forward-looking statements, which would include any statements
that are not statements of historical fact. No representations or warranties are made as to the accuracy of such forward-looking statements. Any
projections, forecasts and estimates contained in this document are necessarily speculative in nature and are based upon certain assumptions. These
forward-looking statements may turn out to be wrong and can be affected by inaccurate assumptions or by known or unknown risks, uncertainties and
other factors, most ofwhich are beyond control. It can be expected that some or all of such forward-looking assumptions will not materialize or will vary
significantly from actual results.
Nothing in this report can be repurposed or shared without the expressed consent of Etherbridge.
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