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You cannot build a Spotify of CD-ROMs
You cannot build the future of Finance on legacy infrastructure
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That permeates throughout our entire financial ecosystem

Settlement times Heavy compliance

Reliance on manual processes Retroactive audits and the need
impedes opportunities for to manually reconcile data to
automation, lowering straight perform them increases risk of
through processing, increasing misconduct and regulatory
operational costs, systemic risks investigations.

and settlement times.

Disconnected data silos Double-spend

Disconnected data silos between Double-spending protection
counterparties and relies on central trusted third
intermediaries creates parties which represents a single
coordination problems and point of failure from both
operational risks. availability and trust viewpoints.

Additionally, siloed / non-fungible balance sheets and collateralization lead to capital inefficiency

© consensys



Blockchain technology can dramatically improve these issues

Programmable Compliant

ARTokeni zati on on Et he

Programmable digital assets Enable the implementation of on- physical and digital assets to be
smart-contracts allow for chain and off-chain compliance represented by almost-infinitely
automating the creation and checks to automate compliance divisible, traceable, secure units of
management of digital assets with several legal requirements, ownership.

such as distribution, valuation, especially KYC and AML.

clearing and settlement. With real-time settlement,

reconciliation will be eliminated or at
least require less time, energy, and

Immutable & Transparent Efficient and liquid capital to execute, ensuring that

companies can operate at their

Immutable ledgers with trusted Markets can be designed as maximum optimization and
real time transactions audit trail natively global, allowing trading profitability.o
providing direct and of smaller units with international
cryptographically secure payments and delivery of assets Joe Lubin | 8
ownership of investors cleared and settled in seconds, E *EF
. . . ConsenSys founder ’ﬁ
with transparency and finality. Ethereum co-founder \
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Asset Tokenization:
the nevw game changer
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Asset example: speciality finance

Real Estate §§ Derivatives

Letters of Invoice )
Credit Factoring

Business
Loans

Private

Commercial
\ud Equity

Paper

Collateralized

loan
L

obligations
(CLOs)

4 Municipal
Bonds

Structured
Finance
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Why the tokenization of assets?

Share Transfer in a Publicly Traded Company

Apple Share
CENTRAL SETTLEMENT CUSTODIAN

I REGISTRY I HOUSE BANK

Investor A _ _ Investor B
CUSTODIAN CLEARlNG
BANK HOUSE ERCENNGE

Token Sale

ETH

Investor A Investor B

Ownership transfer off- vs on-chain, SMART VALOR, 2018




Security Tokens Have 8 Major Benefits
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Fractional ownership =+J/ Automated compliance

«t 2 ‘ Rapid settlement
. Increased liquidity & market depth i{’ Asset interoperability

|III Reduction in direct costs




The emergence of CBDC is happening now

Central bank digital currencies:
foundational principles and core features

Digital Yuan Giveaway: China's
Shenzhen City Hands Out 10 Million Yuan
in Central Bank Digital Currency

@ CONSENSYS

The euro belongs to
Europeans and we are its
guardian. We should be
prepared to issue a digital
euro, should the need arise.”

Christine Lagarde

Fed to release paper on central
bank digital currency soon,

Powell says
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Why are Central Banks
considering CBDC?

Ensure monetary sovereignty vs.
private sector & other Central Banks

Adapt to digitization of our economy
as cash is less and less convenient

Improve a broken financial infra.
which leaves behind 1.7B+ people

Foster digital innovation in a
regulated environment



Both wholesale and retail payments are up for transformation

Wholesale features,
solely accessible to
regulated entities

Financial assets atomic settlement
Configurable money system

Cross border payments

Reinvent Capital Markets
and Asset Management

JPMORGAN
CHASE & CO. FNALITY

Central Banks
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Retail features, widely
accessible

Payment system diversification
Programmable money
Foster digital innovation with new

products and services for end
users

Reinvent retail payments

& tether @) usDcCoin
Zlibra

Central Banks
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Delivery vs Payment (DvP) Mechanic Options on Ethereum

DvP using ETH DvP between two tokens (Swap) DvP with an AMM (Aggregator)

Token Registry

ETH locked in
TX calling _ contract
function from
address w/ under smart
ETH contract
terms (e.g.
can only be
Added to redeemed by
Registry as same user)
holding X
token
I f the native token of

payment token of value, then the simplest DvP
occurs when buying exposure to ERC-20 tokens.

The user sends a TX directly to the smart
contract which updates the registry and stores the
ETH in that contract.

In DeFi, there are more contracts involved to pay

-

di vi dends, but it ends L
Val ue Lockedo metric for
tokens.
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Swap Contract

Ask Price
Ask Volume

TX creating
the contract
Ask

Bot matching
with buyers

I 4

Swap executed with
escrowed tokens sent to
buyer and funds to seller

A static swapping contract (e.g. Liquality) would create
a new contract that would escrow the token and has a
static quote with set volume and price. This open ticket
would be fulfilled through an off-chain bot that fulfills the
order for another user.

The advantage to Liquality is the ability to perform these
actions across different blockchains by having identities
providing liquidity to fulfill the TXs on both networks.

The disadvantage is in price slippage and need for |
escrow of the asset for it to be fulfilled.

TX committing
ETH-based
token to the pool

Liquidity Pool

ETH or ETH-

Sends % of TX fees based pool

TX requesting
ETH-based
token Buy

Algorithmically
manages the prices

Order is fulfilled with
minimal slippage

Automatic Market Maker (AMM) contracts
manage Liquidity pools of committed ETH-based
tokens. The AMM contract will aggregate best
prices and assist with the full swap.

The Liquidity pools are pre-committed with tokens
that incentivize the ETH providers with trader fees
received from executing the swap
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Blockchain use cases and convergence

Traditional Banking
Institutions

Reduce high fees for
international payments

O«

Reduce internal costs in
the banking system

O«

Include non swift
connected institutions

O«

Reduce KYC time and cost

(@]

Leveraging Digital
experience

O«

Operational Benefits & Consortia
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Fintech/ Techfin

6 Allow for international
payments and remittances

Allow for access to
additional goods and
services (e-commerce)

Ox¢

Leverage existing digital
identities

O«

6 Customer stickiness to
upsell financials services
insurance, health and
global trade

Dapp Store Potential

Defi

O«

O«

Access to interest rate
exposure & non
intermediated asset
management

Crypto Lending & Borrowing
and Margin trading

International payments and
stablecoins

Decentralized Exchanges,
DeFi Infrastructure & Dev

Insurance, Marketplaces,
Derivatives, Staking,
Tokenization of Assets

New Bespoke Financial Products
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DeFi (Decentralised Finance) is building a new financial system
Build on technical code vs built on trust



