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Abstract: This report will give a holistic overview of Ethereum. It will contain 

information about many aspects of the project, including technical features, key 

personnel, token distribution and more. The report will provide an analysis of the 

strengths and weaknesses of the network, as well as provide key insights into the 

overall sustainability of the project. 
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What solutions does it offer?

Weighting Factor Rating
10% Age of Project 5
10% Phase 5
20% Executive Team 5
20% Scalability 1
10% Circulation Ratio 3
5% Founders Tokens 4
5% Liquidity 5
5% Social Media 5

15% Partnerships 5
Overall Rating 3.95

Tokenscope Rating: 3.95

What is Ethereum?

Project 
Overview

Acts as platform 
for any kind of 
decentralized 
application to be 
built on

Functions as a 
currency, i.e. store 
of value, means of 
exchange, unit of 
account.

Its smart contract 
functionality and 
programmable 
transactions 
eliminate the need 
for many types of 
third-party services 

Its distributed 
ledger allows for 
information to be 
globally accessible 
and uncensored

Ethereum is a general programming platform on which any 
type of decentralized application, or dApp, can be developed 
on. Ethereum and dApps built on Ethereum are also capable 
of executing smart contracts, or programmable transactions. 
Ethereum is a foundational software that allows for the easy 
development of other blockchain-based applications, much like 
how Windows operating system or Mac iOS does for traditional 
computer-based applications. However, Ethereum is taking a 
vastly different approach to the traditional client-server model 
of computers. Rather than storing data that is only accesible to a 
specific computer, Ethereum provides a distributed database in 
a truly open system. This is why Ethereum is sometimes referred 
to as the first "world computer", as it allows anyone to create and 
transact on it and is kept running by individuals and miners 
around the globe.
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Programming Language: Solidity

Consensus Mechanism: Proof of Work but 
transitioning to Proof of Stake in 2018

Tx per Second: ~15

Current Tx Fee: ~$0.10 

Total Coin Supply:  98,616,072 Note* uncapped 
with set inflation mechanism 

Social Media Following: 870k

Phase:  Working Product

as of 04/5/18

Source: coinmarketcap.com

2nd in Market 
Cap Rank

Total Market 
Capitalization: 

$37,776,859,048

 YTD Price 
Change: -50%

Ethereum
(ETH)
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Ratings Breakdown

Weighting Factor Rating
10% Age of Project 5
10% Phase 5
20% Executive Team 5
20% Scalability 1
10% Circulation Ratio 3
5% Founders Tokens 4
5% Liquidity 5
5% Social Media 5

15% Partnerships 5
Overall Rating 3.95

Ratings Formula

Age of Project: This will refer to the length of time from the date that 
a project was announced to the date that the report was published.

0 = < 3 months
1 = 3 months < 6 months
2 = 6 months < 9 months
3 = 9 months < 1 year
4 = 1 year < 2 years
5 = 2 years +

Phase: This rating refers to the stage of the project. Projects that 
have released working products in some form receive higher scores. 
Projects with simply ideas on a white paper score on the bottom end 
of the scale.

1 = Only white paper
2 = Partial release
3 = Alpha product
4 = Beta product
5 = Fully developed product

Executive Team: The executive team rating is based on experience 
and success of previous projects, education, background, and time 
involved in the blockchain space of the core team.

1 = No experience of projects or history of blockchain involvement
2 = No blockchain experience but a successful history in business 
(i.e. running large company)
3 = Some blockchain experience without any proven success 
4 = Some blockchain experience, some proven success
5 = Proven history of success in running a blockchain project

Scalability: This is measured in current transactions per second 
(tps). This does not account for projected tps, but what the current 
level is. For projects that do not have a working product, the number 
is based on an analyst estimate.

0 = < 5 tps
1 = 5 < 25 tps
2 = 25< 100 tps
3 = 100 < 300 tps
4 = 300 < 1000 tps 
5 = 1000 tps <
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Circulating Supply Ratio: This is the ratio of the number of coins 
in circulation to the maximum supply of coins, reflected as a 
percentage. The lower this percentage is, the less favorable of an 
investment it is because of inflationary risks. In other words, there is 
more upward price pressure and potential long-term value the closer 
to maximum coin supply a project is. Projects without a coin supply 
cap are calculated based on estimates for the year 2050.

0 = < 50%
1 = 50% < 60%
2 = 60% < 70%
3 = 70% < 80%
4 = 80% < 90%
5 = 90% <

Founder Tokens: This is the percentage of the total supply of coins 
that is allocated to the founding team. The higher this percentage is 
the greater risk it poses to the price of the coin, and the less incentive 
the team has to make sure the project is successful in the long term. 
Projects without a coin supply cap are calculated based on estimates  
for  the year 2050.

1 = < 20%
2 = 15% < 20%
3 = 10% < 15%
4 = 5% < 10%
5 = 0% < 5%

Liquidity: listings on the following major exchanges (OkEx, UpBit, 
Binance, Huobi, Bitfinex, Bittrex)

0 = No exchanges  
1 = 1 exchanges 
2 = 2 exchanges 
3 = 3 exchanges  
4 = 4 exchanges
5 = 5 exchanges or  more

*While these are not the top exchanges by volume, they cover the 
major geographic regions with top trading volume: Asia, Europe, 

North America
Social Media Following: This is the aggregate of followers on the 
top 3 social media applications the project is active on.

0 = < 2k
1 = 2k < 10k
2 = 10k < 25k
3 = 25k < 50k
4 = 50k < 100k
5 = 100k<

Partnerships: This rating will reflect the strength of partnerships 
engaged with the project. This will include partnerships that are 
announced, but not yet implemented. The rating will reflect the 
number of partnerships a project has, though greater emphasis will 
be placed on the strength and significance of those partnerships.
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Ethereum has a distinct advantage over many other blockchain projects because it is one of 
the earlier projects in the young history of the space. Ether, the native currency of Ethereum, 
was first available for sale in the summer of 2014. At that time, there was only a handful of 
other serious cryptoassets that were around. For perspective, Bitcoin was invented in 2009. 
Litecoin was created in 2011. Ripple’s currency XRP was created in 2013. However, the vast 
majority of other coins did not exist until the 2017 crypto explosion. 

The age of a project is an important factor, even in such a nascent industry. For one, the most 
noticeable advantage is that Ethereum has had time to develop a working product and has 
been able to prove it has value over a relatively extended time period. Ethereum has delivered 
on its promises and proven its functionality. This cannot be said for many other projects who 
simply have a white paper and not much else. 

Furthermore, due to its relative tenure, the project has had time to run into problems and 
evolve from them. For instance, during the summer of 2016, Ethereum was hacked, when 
a third of all ether was stolen in what was known as “The DAO Hack”.  Unsurprisingly, 
this caused a crisis and required the both the developers and community to decide how 
to react. Ultimately, a consensus was reached to hardfork the legacy chain and restore the 
funds. This was an obvious setback and highlighted some of  the weaknesses of the project. 
However, the experience strengthened the technical aspects of the network, helped inform 
future approaches to governance, and worked to build up confidence in the community to 
be able handle future crises. 

On that same note, the age helps make a case for greater sustainability of a project because 
older projects have amassed a larger following. A larger following is important, particularly 
in cryptoeconomics (also referred to sometimes as tokenomics), because of the network 
effect, where a growing number of participants or coin holders translates into higher prices, 
due to the finite supply of many coins. Ethereum has one of the largest followings, which 
helps stabilize its price during crashes or times of market crisis. Additionally, with dozens of 
coins being added daily, a project started in the pioneering days of cryptohistory will stand 
out in an increasingly diluted market.

Age of Project   5Bitcoin Created
January 2009

Litecoin Founded
October 2011

Ripple Founded
2012

Ethereum Funding
July 2014

Ethereum Mainnet 
July 2015

The DAO Hack
July 2016

Enterprise Ethereum 
Alliance Created
March 2017

Ethereum Announced
September 2015

Casper/Proof-of-Stake 
late 2018
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Vitalik Buterin

Gavin Wood

Jeffrey Wilcke

Executive Team      5

The Ethereum executive has earned the highest rating of a 5. The project 
exhibits superb leadership for a few different reasons. Due to the open-
source nature of the Ethereum project, the management structure does 
not follow a traditional business structure. Instead what appears is a loose 
collection of entities, made up of mostly developers, all contributing 
to building out the network in various ways. Rather than a precise 
managerial pecking order, there is a collection of key players that appears. 
For executive team, we will focus on the most central players and the ones 
who have contributed the most to Ethereum thus far. 

One of the leading reasons for the strong leadership of Ethereum is due 
to Vitalik Buterin, one of the founders and de facto head of the Ethereum 
project. Vitalik is a 23- year old Russian-Canadian software developer that 
even at a young age has been a key contributor to the blockchain space for 
many years. Though young, Vitalk is by no means inexperienced when it 
comes to blockchain technology. 

In 2011 at age 17, he started getting involved with Bitcoin  when he 
founded Bitcoin Magazine, authoring may technical and economic articles 
on cryptocurrencies and their potential. He also worked as a developer 
on a slew of other projects, such as Dark Wallet and KryptoKit, which 
were both Bitcoin privacy wallets for browsers. In 2013, he concocted the 
idea for Ethereum and wrote its initial white paper. In 2014, he dropped 
out of college at University of Waterloo after receiving one of  The Thiel 
Fellowships, which ultimately allowed him to kickstart Ethereum. 

Overall, while Vitalik lacks the business experience of running a 
multibillion dollar company, he possesses an innate understanding of  the 
new economic paradigm that decentralized systems bring. This is a key 
point because being the head of a decentralized project is a lot different 
than being the CEO of a Fortune 500 company. Vitalik’s proven ability 
to innovate, demonstrated through the various technical inventions he’s 
introduced, has helped carry the success of Ethereum far more than his 
managerial talents. 

Vitalik is very much the lynchpin to Ethereum’s future success, which is 
both its strength and its weakness. While at its head, he is responsible 
for leading its scalability efforts and fostering its community of both 
developers and users. However, his incredible value also presents a risk. 
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   Key Ethereum Developers

 

   Founding Members
 

• Peter Szilagyi

• Nick Johnson

• Dr. Christian Reitweissner 

• Alex Beregszaszi

• Piper Merriam 

• Vlad Gluhovsky

• Vlad Zamfir 

• Karl Floersch

• Vitalik Buterin

• Gavin Wood

• Jeffrey Wilcke

• Joseph Lubin

• Charles Hoskinson

• Mihai Alisie 

• Anthony Di Iorio

• Amir Chetrit

If for some reason Vitalik was unable to keep working on Ethereum, their 
would be a huge vacuum of innovation and leadership left, which could 
potentially cripple the project in the long-term.

An english programmer named Gavin Wood was equally as important 
to success of the Ethereum project in its early days. Gavin was one of 
the co-founders of Ethereum and served as the CTO for the first two 
year, overseeing much of the design and implementation of its initial 
release. He was the author of the Ethereum yellow paper, which delves 
into the technical details of programming the Ethereum blockchain. 
Gavin is credited with creating the programming language for Ethereum, 
called Solidity. Gavin is now in charge of Parity Technologies, which 
has developed an Ethereum client that utilizes the Rust programming 
language.

Jeffrey Wilcke is another important contributor to the Ethereum network. 
He was also one of the founders of Ethereum. He started using the first 
implementation of Ethereum through the Go programming language and 
currently acts as the lead developer for one of the most used Ethereum 
clients, the Go-Ethereum client, also known as Geth.
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"Decentralization certainly brings its own benefits, 

such as accessibility, security, resistance to regula-

tion and many other advantages. However, there 

are also some concerns with regards to efficiency, 

speed, and decision-making that more centralized 

projects are better suited for. "

Centralization

Centralization is one the most important aspects of any blockchain project. One of the main attractions of this space is the promise 
of decentralization and distributed systems, which holds a slew of benefits. The issue of centralization is a thorny one, however. Being 
decentralized goes beyond simply having a system with a shared database. There are many different aspects to what qualifies a project 
as centralized or decentralized. Many other factors come into play, such as number of nodes, token distribution, consensus mechanism, 
mining power, governance structure, voting rights and numerous other possible factors.

It is a complex issue that involves many nuances, which is why it is notably not included in our ratings system. While in some cases 
it may be easy to tell which projects are overall more decentralized than others, many decentralized systems exhibit some aspects of 
centralization within them. Each aspect can present a different type of benefit or risk. Additionally, it is still too early to make the 
assumption that a project having more decentralized qualities will be more successful and more sustainable than a project with certain 
centralized qualities. Decentralization certainly brings its own benefits, such as accessibility, security, resistance to regulation and many 
other advantages. However, there are also some concerns with regards to efficiency, speed, and decision-making that more centralized 
projects are better suited for. While it seems a bit premature to postulate which aspects are most important to a project’s long-term 
success, they are critical differences in structure that investors and users should assess before getting involved with a project.
 
Ethereum has many decentralized aspects. A 
key decentralized aspect of Ethereum is that it 
is an open-source project. This means that the 
source code for the core software that makes up 
Ethereum is publicly available, easily shared, and 
anyone is allowed to contribute to building out 
the software. While a handful of core developers 
work full time on Ethereum, thousands of other 
developers, sometimes even anonymously, have 
also had a hand in contributing to it. In this way, 
there is no single point of failure. No one person 
can erase the software or stunt the development of the network. If some developers stop working on it, then hundreds of others could 
easily take their place. Open-source software doesn’t necessarily mean a project will get developed faster or more flawlessly. In fact, 
many open-source projects, including non-blockchain ones, have failed. However, when an open-source project has a large developer 
community and effective leadership, as is the case with Ethereum, then it can be a more efficient and secure process. 

Additionally, the open-source nature allows anyone to build applications on top of Ethereum. This can include wallets, browsers, smart-
contract applications and other cryptoassets. This allows for open-access to anyone and promotes greater adoption and innovation. It is 
a model that is resistant to censorship and third-party bias, something a purely centralized model simply cannot match. Thus, because 
of these unique features, it creates greater utility for users, developers, and businesses, which ultimately increases the long-term value 
and sustainability of the network. 

On the other hand, Ethereum is not a purely decentralized project in all aspects. One aspect where Ethereum does show signs of 
centralization is in its mining structure. Ethereum currently uses a Proof-of-Work (PoW) model for its consensus mechanism. In 
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"Currently, five mining pools account for over 

75% of the network’s computing power "

Source: coincentral.com

PoW, miners use computing power to solve complex algorithms to gain rewards while simultaneously confirming transactions on 
the distributed ledger. While a PoW model is not inherently more centralized than other models, such as Proof-of-Stake, for instance, 
Ethereum does show signs of centralization. For example, though there are tens of thousands of Ethereum miners around the world, 
many are conglomerated into mining pools. Mining pools are groups of miners that combine their computing power to have a better 
chance at obtaining the scarce mining rewards, given in ether. Currently, five mining pools account for over 75% of the network’s 
computing power, also referred to as hash rate. Additionally, of the top five mining pools, several are based in China. This concentration 
in a particular country also presents risks, as the whims of a single government have the ability to affect a large portion of the Ethereum 
network. 

So far these issues regarding mining structure haven’t  presented any major issues with security or usability. However, as more miners 
join the network, the difficulty of mining rewards increases, which means more computing power is needed to run a profitable mining 
operation. More computing power translate into more computers, more expensive equipment, higher energy costs and more real estate, 
which creates a greater barrier to entry for most people due to the capital required. This is all leading to a further concentration of 
miners, which means increasing security risk. 

For instance, if a single mining pool were to gain too much control over the Ethereum network, the distributed ledger and transaction 
history could be falsified, compromising the entire network. Theoretically, this is still unlikely because mining pools are made up of 
individual miners, who could opt out of participating in the malicious attack and stop it. However, critics of miner concentration have 
voiced doubts that would happen. Regardless, such an event has yet to occur, but security risks exist nonetheless from these aspects 
of centralization. This is part of the reason why Ethereum has opted to transition to a Proof-of-Stake system sometime in 2018, thus 
mitigating some of these risks. While other centralization risks exist in PoS models, it remains to be seen how that will play out for the 
Ethereum project. 

12 //



 One of Ethereum’s greatest strengths is also one of its risks of centralization - Vitalik Buterin, its founder and head of project. 
Buterin has been irreplaceable to the development of Ethereum, personally contributing to much of the technical  innovation that has 
allowed it to succeed thus far. Unlike some other blockchain projects without a clear figurehead, such as Bitcoin, Vitalik’s opinion and 
vision carry a significant amount of weight when it comes to making decisions as a community. An example is how during the DAO 
hack there was much disagreement within the community on how to proceed. However, Buterin help shape the debate over this issue to 
ultimately carry out the fork that led to the new blockchain. Additionally, when it comes to things like scaling solutions and the overall 
vision for the project, Buterin is the lynchpin. This is why some refer to him as a “Benevolent Dictator”. He has given only positive 
contributions to the project, however the magnified importance presents not only a critical point of failure, but also goes against some 
the foundational principles of decentralized governance. If something were to happen to Buterin unexpectedly (fell ill, tragic accident, 
left for another project), then the whole Ethereum project would face significant setbacks. So while Ethereum would not be what it is 
today without Buterin, many are nervous about the reliance on a single figure.

Source: blockgeeks.com
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Average Transactions Per Second: ~10-15

Scalability

When we talk about scalability, we are referring to a blockchain’s ability to handle a massive amount of users and transactions. While 
many blockchains are not initially designed to function on a global scale, it is important that a proper roadmap is in place to be able 
to eventually handle activity on a that scale. Oftentimes, when discussing the scalability of blockchains, the comparison to Visa or 
Mastercard is brought up, which can process 24,0000 transactions per second. This is often referred to as a goal for blockchain projects 
to surpass, as none currently come close to matching that benchmark. 

Unsurprisingly, one of the primary challenges that Ethereum faces is its scaling problem. At the moment Ethereum processes around 10 
to 15 transactions per second (tps) on average. At its most optimal times, it has been able to reach up to 25 tps, which of course is still 
orders of magnitude from networks like Visa or Mastercard. Additionally, it is still orders of magnitude away from even some of the best 
blockchains, such as Ripple or Steemit, which are capable of a few thousand per second. Also for reference, Bitcoin is capable of about 7 
tps. At the time of publishing, sending a small ether transaction would take around 10 minutes on average to be confirmed and delivered 
to the receiving wallet. In late 2017, when volume was at a peak, transactions could take longer than 30 minutes. Additionally, at the time 
transactions fees could be between $5 and $10, though now that has subsided to around $0.10. 

1
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What is Raiden Network?

Raiden Network is a startup separate from the core Ethereum team that is developing its own solution to the scaling problem. The 
Raiden Network is currently developing an off-chain scaling solution for Ethereum and ERC-20 tokens (tokens utilizing Ethereum 
technology). The key to the Raiden Network is the “off-chain” part. Essentially, they are creating side payment channels that would re-
cord transactions between two parties. However, rather than recording every transaction on the main Ethereum blockchain, also called 
the “root chain” or “main network”, it would simply record the total net sum of transaction between the two parties. The transactions 
would be near-instant, low-fee, scalable and privacy-preserving.

However, there is another feature of  the Raiden Network that has a significant implications for scalability. Due to the architecture of 
the protocol, there doesn’t need to be a direct payment channel between two parties to complete a transaction. If there exist a least one 
route through the network of payment channels between two parties, then the transaction is possible. Also, users will be able to charge 
a fee to other users who want to route through their payment channels. This will start to create competition to build out the most 
payment channels and lead to a create of a whole web of instant, cheap payments off-chain. This will apply not only to ether tokens, but 
also to ERC-20 tokens.

Now, the backend tech behind it is quite complex and there are certain caveats. For instance, users must stake a number of tokens of 
their choosing in a smart contract to open the channel as collateral. Users then would not be able to send a larger number of tokens 
than they have staked in the smart contract. This is one of the reasons the network will mainly benefit small transactions. Raiden Ne-
twork is often compared to Lightning Network which is developing a similar off-chain solution for Bitcoin.

Source: raidennetwork.com

Nonetheless, the Ethereum team recognizes that this is its main weakness, but also says there is good reason for that. Buterin refers to 
blockchains facing the trilemma problem, where they must factor in security, decentralization and scalability. He says the initial design 
of any blockchain can only really excel at two out of the three. Ethereum’s approach was to prioritizing security and decentralization 
with scalability taking a backseat. 

However, that is not to say that blockchains will never be able to possess all three aspects. In fact, Ethereum has many scalability solutions 
in development at the moment, which all aim to vastly increase the capacity of its blockchain. In a way, many compare Ethereum (and 
other blockchains for that matter) to the internet during its early dial-up days. It is extremely slowly and not very user friendly, however 
with new innovations in technology that can drastically change in a few short years. Some of the scalability solutions in the works right 
now include Casper, Raiden Network, Plasma, and Sharding.

Scaling Solutions
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What is Plasma?

Plasma is another second-layer off-chain scaling solution proposed by Vitalik Buterin and Joseph Poon, who was the author of Bit-
coin’s Lighting Network. Plasma has a similar premise to the Raiden Network where it tries to minimize data that has to be processed 
by the root chain. However, plasma is a little more complex than just sending payments of ether. Rather, it is attempting to allow for 
the creation of “child chains” that are connected to the root chain. By utilizing a base layer of smart contracts acting as a “bridge” 
between a child chain and the root chain, transaction data would only have to be broadcast periodically to the root chain. This would 
significantly reduce the amount of data that the root chain would needed to process. 

Theoretically, this would allow for whole applications with their own blockchains and tokens that are “rooted” to the main Ethereum 
blockchain to process thousands of transactions much faster and cheaper because the majority of data would only have to be shared 
with the participants in the child chain network. These child chains could have their own consensus models and governance systems. 
This would mean a whole slew of potential applications being able to efficiently harness the power of Ethereum technology while 
maintaining a lot of autonomy on how to run their own network.

While Plasma has a big upside for transaction speed and scalability, the tradeoff is security. Because child chains would rely on their 
own security models, there is concern that there could be bad actors that could falsify transactions and broadcast that to the main 
network. Developers are aware of these risks and propose several measures to protect against such actors. It would allow for users 
to withdraw their assets before such malicious transactions could be broadcast to the main network and also mandates “challenge 
periods” where any user can provide proof that such transactions never occurred, which would all be adjudicated by smart contracts. 

A successful implementation and adoption of Plasma would mean a system with thousands of child blockchains off of the Ethereum 
main network. It could mean exchanges (both centralized or decentralized), privately-owned companies, social networks and many 
other types of projects all running their own blockchains rooted to the Ethereum network.
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What is Sharding?

As opposed to Raiden Network or Plasma, which are second layer solutions built on top of Ethereum’s main network, sharding is a so-
lution proposed at a protocol level. Currently, every Ethereum node has to record every single transaction and store its accompanying 
data. While this insures great security, it is quite inefficient. There are several different proposals of how to implement sharding that 
are still being hashed out by the core team, but the general idea is this:

Sharding aims to split up the network of Ethereum nodes in to subsets, so that each subset of nodes, called Shards, only have to worry 
about approving a portion of transactions. Each Shard would have to come to a consensus within themselves and then all Shards 
would have to come to a consensus among one another about the shared ledger of the entire network. There are a multitude of techni-
cal details, but, essentially, by splitting up the work and approving transactions in parallel rather than linearly, the network will be able 
to handle a much great number of transactions. Of course, going back to the trilemma problem, this makes the network slightly more 
centralized and less secure, but more scalable. However, the Ethereum team believes that the tradeoffs are worthwhile and that the 
network will still remain adequately decentralized and secure.

What is Casper?

Casper is the Ethereum core development team’s proposal to switch the consensus mechanism model for the network from a proof-of-
work model to a proof-of-stake model. This is one that would eventually eliminate the need for miners. It would shift completely to a 
model where validators, rather than miners,  post deposits of ether, or “stakes”, for the ability to approve transactions. In this system, 
validators are incentivized to accurately approve and record transactions through rewards of ether collected from network fees. In 
addition to rewards, validators will be disincentivized to cheat the system. If a validator tries to falsify the transaction ledger, then their 
stake, aka their security deposit of ether, will be confiscated. The minimum amount ether to be able to become a network validator 
will likely be at least 1000 ether, which at moment is about $400,000, thus providing a significant incentive to play by the rules and 
maintain an accurate history of transactions. 

The move to a PoS model will allow for more transactions per second and for an easier implementation of the other scaling solutions 
detailed above. The Casper testnet is currently live and there are plans to move to a full implementation later in 2018. During the 
transition, the network will have a hybrid model of PoW and PoS for a temporary period. While the exact timeline and details of the 
implementation are still a bit unclear, Buterin and team has suggested that a hard fork may be the best way to implement Casper.
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Source: etherscan.io

Circulation Ratio: 3

Founders Tokens: 4

Liquidity: 5
Cryptonomics

Most blockchains have a predetermined, fixed number of tokens that will ever be in existence, usually decided when it is first created. 
However, Ethereum does not follow this model. Unlike other blockchains, there is not a fixed amount of ether. Instead, for the moment, 
the network possesses an inflation feature, allowing for up to 18 million ether to be issued each year. During the initial token sale, 60 
million ether were issued. About every 15 seconds, 5 ether are created through mining rewards. Currently, there are around 100 million 
ether in circulation. 

There question of token supply is an open one for Ethereum. It was one that was to be determined at a later date after further research 
by the Ethereum team. It is largely assumed that when Ethereum switches its core protocol from being purely a mining-centric proof-
of-work model that a decision about a fixed supply will be made. However, the development of that transition is still in the process and 
not much clarity has been given to the Ethereum community. 

On April 1st 2018, Vitalik Buterin wrote a blog post proposing to setting the limit a little above 120 million ether, 120,204,432 to be 
exact. This would take place after the transition to the proof-of-stake model, Casper, set to take place sometime in late 2018. However, 
it is important to note that this is just a proposal at this point and it will still be up to the Ethereum community to debate and decide.

Token supply metrics, such as number of tokens in circulation and total supply, is important because those metrics have easily identifiable 
implications for the long term value of a token. Based on the simple supply and demand principles, as tokens stop being issued and 
demand remains the same or is increasing, then the value of tokens will start to increase. So in cryptonomics, projects that are closer to 
hitting the point of full token issuance will have greater value to investors. This is something that Tokenscope measures in what we call 
a token’s “Circulation Ratio”, defined  as the total number of tokens in circulation over the total amount of tokens that will ever exist. 
Due to Ethereum’s ambiguous answer to the finite supply, we cannot calculate a ratio. In fact, until an answer is given, there is really an 
infinite supply of ether because of the 18 million ether inflation every year. Thus, this poses a significant downside to the token’s long-
term value. This model, with a set annual inflation target, actually looks somewhat similar to the US dollar, though more transparent and 
predictable. However, this is likely to change at some point in 2018, which is why a moderate rating of 3 is given. If we were to assume 
that 120,204,432 will be the limit, then currently Ethereum is at about an 82% circulation ratio, which is about on par with Bitcoin’s 
circulation ratio of 80% for reference. However, announcing a token supply limit significantly above that, by 15 million ether or more 
for example, then this would further undermine the long-term value of ether. 
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Source: cryptocompare.com

Another important aspect of token distribution to evaluate in any blockchain project is the amount of tokens that are reserved for the 
founders. As an investor or potential future user of any network, you should want the amount of tokens allocated to the founders to be 
enough to incentive them to work hard on the project, but not so much that it also incentives them to cash out quickly and abandon 
the project. The latter is almost always the more prevalent problem in blockchain projects. In general, most teams allocate somewhere 
between 10 and 20 percent to their founders. However, anything above 20% should be a red flag, as something like that does not 
incentivize core development teams to put in years of work building out a network, particularly during speculative periods. It also will 
give a disproportionate amount of the total tokens to a few members. This creates large stakeholders, or “whales”, that can significantly 
affect the price of a token on their own, usually in a negative manner through huge sell offs. That’s why projects that allocate a reasonable 
amount to its founders and projects that have lock-up periods their founders' tokens pose less risk to investors and users. 

Likewise, without a definite total supply of Ethereum, it is not possible to give the founder’s token as a percentage. However, the 
development team received 12 million pre-mined ether before the official token sale of 60 million ether. That equated to just under 17% 
of the total tokens issued at the time the network was launched, but equates to less than that based on the total amount of ether existing 
now. Currently, that equates to about 12% and at the proposed 120 million limit would equate to about 10%, which would fall on the 
reasonable end of founder allocation.

With regards to liquidity, ether is one of the most liquid cryptoassets in existence now. It is traded on hundreds of different exchanges in 
every region of the globe. It has consistently had a 24-hour trading volume that exceeded $1 billion since November 2017. It trades on 
all the major exchanges in each region. It has the most trading pairs, even more so than Bitcoin. Part of the reason for that is the huge 
explosion of utility tokens used in dApps built on top of Ethereum. Many times, the only trading pair for these lesser known coins is 
ether. So Ethereum is not only extremely easy to convert into USD and BTC, but also a plethora of other cryptoassets.
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Social Media

Fortune 500
Tech Companies
(Twitter following)

• Google - 20.4m

• Microsoft - 8.4m

• Intel - 4.3m

• Amazon - 2.8m

• Oracle - 700k

• Cisco - 639k

Ethereum has one the largest social media followings of any 
blockchain project. The channels that Ethereum is the most 
active on are Reddit and Twitter with over 350k followers/
readers on each of those platforms. The Ethereum twitter page 
(@ethereum) is a great place to follow some of the technical 
developments of the project as well as track progress of 
Ethereum’s roadmap. It posts notes, calls, and blogs posts from 
core developer meetings as well as detailed explanations about 
technical updates and goals for the project. 

The Reddit page is a great place to get news regarding 
Ethereum, often the type of news that moves markets. It will 
typically have posts highlighting other projects adopting or 
using Ethereum, news about exchanges, and regulatory actions 
from around the globe. It will also have robust discussion and 
debate about every aspect regarding the network, such as 
technical developments, issues facing usability and altogether 
new ideas for Ethereum. Perusing the Ethereum reddit 
threads (r/ethereum) is a good way to gauge sentiment of the 
community. When crises occur involving Ethereum, such as 
The DAO hack or The Parity wallet software bug, the reddit 
thread is a place where the community can air its preferences 
for certain actions. 
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5Partnerships

The Enterprise Ethereum Alliance (EEA)  is an open-source initiative 
that connects companies and other organizations with Ethereum 
experts to help them explore and leverage the Ethereum blockchain for 
their own business uses. The goal of the EEA is to educate companies 
and other organizations about the potential of blockchain technology, 
specifically Ethereum, and help address their business needs. The EEA 
is not only a way to further adoption of the Ethereum technology 
but also a way to help evolve the network’s technical aspects faster. 
By bringing together Fortune 500 companies and the like, Ethereum 
developers can more efficiently build out the network for real use cases 
on a large-scale. 

The EEA has many big organizations that are taking the Ethereum 
network seriously. As an investor, looking at the number and strength of 
partnerships, Ethereum is one of the top projects in this regard. While 
many companies are still only in the education and exploration phase 
of leveraging Ethereum technology, as more large-scale organizations 
choose to adopt the Ethereum network the value and sustainability of 
the project increases tremendously. 

However, some critics have taken the stance that large corporations 
are simply looking to learn how the underlying blockchain technology 
works only to develop internal systems of their own. While this may 
definitely be the case for some corporations, there will undoubtedly 
be some companies where it will be more efficient to use an existing 
network rather than build their own. Nonetheless there are over 300 
organizations as members of the EEA.
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Source: coincheckup.com

Source: etherscan.io

Key Stats
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Source: etherscan.io

Source: coincmarketcap.com
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Blockchain: a history of transactions parsed out into segments, or blocks, that are held on distributed database that is shared by all 
parties on the network.  Every transaction is recorded and stored to create an unchangeable and auditable transaction log.

Consensus Mechanism: The process in place in distributed systems that allows every node to come to a single conclusion about its 
shared data. Every blockchain system has consensus mechanism, though there are various models that exist. The most common two 
are Proof-of-Work and Proof-of-Stake.

Cryptoasset: any digital property that is built on top of blockchain technology. This commonly refers to cryptocurrencies but may also 
refer to other types of blockchain-based assets. Other examples are tokenized real estate, tokenized intellectual property, unique digital 
collectibles (i.e. CryptoKitties) and many other forms.

Distributed Ledger: a type of database architecture whereby all nodes within a system cooperate to reach a consensus on the accurate 
state of a shared data resource, sometimes used interchangeably with the word blockchain. 

Initial Coin Offering: a process in which blockchain projects raise funds, usually in the  form of cryptocurrency, in exchange for a newly 
created cryptocurrency that will be native to the blockchain system they are creating. 

Miners: The individuals or entities that engage in the processing of using computing power to verify new transactions on the distributed 
ledger in return for newly “minted” or mined cryptocurrency. Miners are a primary feature in a Proof-of-Work model. 

Permissioned Blockchain: a type of blockchain that is limited to a set of approved entities that are able to restrict access from outside 
parties. 

Permissionless Blockchain: a type of blockchain where any party is free to view, transact and wholly participate in without approval 
or censorship.

Proof of Work: A type of consensus mechanism wherein miners use computing power to solve a complex algorithm and get a mining 
reward for doing so. In the process of solving the algorithm, the transactions of the distributed system are confirmed, thus creating a 
single ledger for the network.

Proof of Stake: A type of consensus mechanism that does not require miners to confirm transactions, but rather has nodes that buy 
into the network with its native currency. The nodes who have put up a “stake” in the network confirm the transactions in this model. 
Nodes who try to falsely confirm transactions are punished by losing their coins that they put up, thus disincentivizing falsifying data.

Smart Contract: a computer protocol intended to digitally facilitate, verify, or enforce the negotiation or performance of a contract 
without the need for any third-party involvement. Smart contracts were first proposed by Nick Szabo in 1994.
 

Dictionary
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Disclaimer

The information provided in this report and accompanying material is for information and illustrative purposes only. It is not, and 
should not be regarded as “investment advice” or as a “recommendation” regarding a course of action, including without limitation 
as those terms are used in any applicable law or regulation. You should consult with a financial advisor or other professional to 
determine what may be best for your individual needs. Tokenscope shall not have any liability for any damages of any kind whatsoe-
ver relating to this material. No part of this document may be reproduced in any manner, in whole or in part, without the written 
permission of Tokenscope except for your internal use purposes. In the event that the purchaser uses or quotes from the material in 
this publication – in papers, reports, or opinions prepared for any other person – it is agreed that it will be sourced
to: Tokenscope.
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