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Fintech, is it changing powerplay Financial sector?

Software is eating the
world, in all sectors

In the future every
company will become a
company

founder of Netscape,
renowned Venture Capitalist
Andreessen-Horowitz

Adyen gaat klant krediet verlenen

Het Nederlandse betaalbedrijf Adyen gaat kortlopende kredieten verstrekken

aan zijn klanten. Hiermee gaat het fintechbedrijf de concurrentie aan met
traditionele banken. .

1/ Binance continues to blow my mind:
"@binance’s quarterly profits are 36%
higher than the ones of @DeutscheBank
bank and it only has 0.2% of the DB's
employees."
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But what is Fintech (or RegTech, InsureTech etc)

FinTech
|

Internet of Open C Aided, Al & Big Data & Quantum :
. . : . . Blockchain
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Internet of Things - loT
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As a result: almost unlimited amount of data creating tons of analysis and
intelligence possibilities. The interaction can improve processes and highly
influence our daily way of living.
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Big data analytics

Big data analytics - often confused with Big data -
is the analytics of the Big data, can be categorized
in following categories:

1. Statistics — averages, past trends etc,

2. Predictive analytics — extrapoling trends of the
tare on single behavi

De- or Pre- scriptive analytics - descriptive
models identify many different relationships.

4. Cognitive analytics (Artificial Intelligence)
intelligence exhibited by machines or software
based on very complex data analysis




OpenBanking

, d Open APIs - enable third party developers to build
~F = applications and services around the financial

institution.
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Greater financial transparency options for S,
account holders ranging from Open Data to * X

. x4k
private data.
Payment Services Directive
(PSD2)
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Blockchain — the theory




Blockchain - - bitcoin
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What is blockchain

Most widely known for bitcoin but,

transactions that have taken

place. The distributed data is
shared and maintained by all
nodes (computers) that

/
i
T

participate in the network. = =
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Is a technology that provides an

ledger integrity insurance is
provided by transparancy and
cryptographic problem-solving
block validation, without the
requirement of a central authority
of trusted 3" party.



Why blockchain?

Irreversability / immutability —
Once in the blockchain it can’t be
changed (SC’s the code)

' —=a === Transparency — full
e ey history of transaction is
St visible/retrievable

Permanence and
immortality — the data is
permanent and can never
be externally deleted

Robust as result of
decentralisation (no single point
of failure, no single point of
control, no bottleneck)

-
oy Provenance (SC’s) — you can always check who send the

KUDlT message (e.g. could be important in audit trails!)
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When blockchain?

Do you need
a (shared) database?

Yes l

Does it require multiple
actors to write (not read)?

Yes

them and are there interests

the same?

Do we know the writers, trust
l No

Do you want a trusted 3rd
party or need one (e.g. by
law)?
No

No
No
\ 4 NO
Yes
4—
?
Yes
Yes No
Yes

(partially based on a model by Bart Suichies 2015)

\ 4
A

So what kind of blockchain?

If this would
change this
could that

create value?
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Product and Services

What can | do with blockchain




What is the potential use of blockchain

Blockchain can be used to virtually change everything to peer-to-peer. In high level you can use
is for:
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Features of blockchain use cases

b4 Automated
Q / insurance
w— claim
o - payments
E Letter of
(@] Credit
ownership/
N\, ‘kadaster’
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Transaction Evidence
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Cryptocurrencies vs tokens

Native (or inherent) currencies vs issued assets

More than 750 blockchains with 100’s of assets are created on top of
native currency. Used to: existing blockchains as:

Colored coins or ERC20-tokens
Can be created as:

- Put a costprice to a transaction
-  Reward miners to secure the network

- Are always related to that 1 blockchain - Usage token (currency)
- Value is related to the value of that - Work token (e.g. voting right)
blockchain - Value related to issuer of that token

ICO’s mostly use issues assets, but an ICO can be done with a native currency as well
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Elements of smart contracts

A smart contract (or better, contract account) can be seen
as a “box” that has the following elements:
* The nonce, a counter used to make sure each
transaction can only be processed once
* The account's current ether balance
* The account's contract code,
* The account's storage (empty by default)*

each account having a 20-byte address e.g.:
0xa8323F5fBcf1980B2093a633cF03020900B81d53

State transitions being direct transfers of value and/or information between accounts.

m *Data is stored in 3 spaces within Ethereum: Stack, Memory and Storage. The first two are resetted after computation.



Smart Contracts vs Legal Contracts

a deterministic computer program can have legal meaning, but
deployed on a blockchain. not necessarily.

Possibly legally

Blockchain binding Traditional
Smart agreements Legal
Contracts and/or their Agreements

execution

where transformation is suitable, not all judgement is suitable for
recommended only for execution. transformation into coding.
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Blockchain in practice

Products and services on a blockchain
Practical use cases




How does it work (in practice)

Example of a standard credit transaction
Blockchain transactions
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Example was for credit transaction but is applicable for
any area where a trusted third part is used nowadays,
security transactions, (commodity) trade finance, trade reporting
Escrow, depository receipts etc, etc...
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Blockchain transactiontime ~ 10 min
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Settlement securities T+2 days
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Blockchain/Smart Contract Real Time VAT
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Personal Trust smart contract example
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“ D All kind of rules —

Other purposes
Early termination
Etc.
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Blockchain, challenges and
timelines




General Challenges

Educational

—| But most of all, cross functional!

Not the right skills and
people yet. New skills
required

Technical

Interoperability
g
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Business

Critical mass end users
Separate ecosystems
“IT-nerd”

GRC?

Legal

Unclear

Scattered (also)
Geographically
-Crypto’s, ICO’s, Smart
Contracts, Etc.



Speed of change — Going Forward —
expectations at the moment.

mainstrea
implement
large range
applications

arly moving large
companies will
start to implement
new technologies
Niche players will as main stream
take over niches in

the market — large

companies will

increase

Crypto currencies and
coloured coins
gaining traction. First
pilots of consortia of
large corporations.
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The End!

Questions?

Olivier Rikken MSc MBA

Director Blockchain & Smart Contracts

+31 611394 292

orikken@axveco.com WWW.axveco.com

AXVECO



