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1. What is blockchain?
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Why you must understand blockchain technology

X

The current internet market is dominated by
giant companies. Three disruptive changes
blockchain could bring to the society:

1) Change the way how people trust each
other: from an intermediary model from a
decentralized model 7 a low cost trust
mechanism based on machine
rules/consensus in stead of a central party.

2) The internet of information shift to the
iInternet of Value. Value/money will be sent as
easily as information. Internet users will
obtain full control of their own data

3) Smart contract:
execution at low cost.

Automated contract

Almost all tech giants have dedicated
blockchain project teams to keep them at
forefront of this technology.
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Source: World Economic ForuirencentBlockchainVhite Paper, AMTD Research

The /ABCD of financial teehnologiigTech

Artificial Intelligence Blockchair

Al enables financial Blockchain enables faster,
institutions to remove the cheaper and safer transfer ¢
human factor in orderto  assets and transform the
accelerate process, improv business world to a
efficiency and eliminating distributed model with less
human errors. intermediaries.

Cloud Computing Big Date

Cloud computing services By introducing new data
provided by technology source, big data technology
companies enables enables financial institutions
businesses to fast process to conduct target marketing,
large volume of data and better manage risk and price
transactions. risk.
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Passion, hype and speculation

x World Economic Forum white paper: i B | chaik signals the beginning of a ne
of the internet that will be defined by value rather than information.o

x The interest in blockchain technology grew along with the price gains
cryptocurrencies. But blockchain is much more than just bitcoin.

x Problems blockchain aims to solve: Fragility introduced by centralization, hi
transaction cost due to existence of intermediary, inefficient transaction, lack of trust
transactions, data integrity.

Blockchaingoogle search interest reached dlme  Search interest grew along with coin price surge
high

Google search interest - relative to peak interest Cryptocurrency price (US$)
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Blockchain is not same as bitcoin

Slmpllfled bitcoinBlockchaintransaction history:

x  Blockchain is the technology behind bitcoin

and all other cryptocurrencies.

A Dblockchain is a distributed ledger,
continuously growing list of records, called
blocks, which are linked and secured using
cryptography. A network of so-called
computing i n o dmakedup the blockchain.
The nodes jointly manage the database that
records all the transactions. No intermediary
or central party is involved. The new block
contains all transactions  previously
recorded and are synchronized on the
network; by storing data across its network,
the blockchain eliminates the risks that
come with data being held centrally.

Currently, finance offers the strongest use
cases for blockchain technology.

Advantage of Dblockchain technology:
Immutable, high efficiency, low transaction
cost, low vulnerability to attack; Limitations:
Capacity
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Source: blockgeeks.com
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Three essential technologies on a blockchain network

TheblockchainRIF G F 61 aS AayQid ai2NBR Ay | ye
single location, it is stored on all the nodes
on the chain. No centralized version of this
information exists for a hacker to corrupt.
Hosted by millions of computers
simultaneously, its data is accessible to
anyone on the internet.

4—

The basis for this is that the so
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the blockchain. Bitcoins sent <

across the network get

recorded as belonging to that
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like a password that gives its

owner access to their Bitcoin or Since any entity, individual, or party can submit information to the
other digital assets. Store your blockchai 68 OFyy2i 65 adNB 2F GKS | d:
data on theblockchainand it is Therefore, it is vital that all new information must be reviewed and
Incorruptible. confirmed before being accepted. There are four main methods of

finding consensus infaockchain the practical byzantine fault
tolerance algorithm (PBFT), the preaftwork algorithmPoW) ,the
proof-of-stake algorithm PoS, and the delegated proedf-stake

S AMTD 2% algorithm OPo$:

Source: blockgeeks.com
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Public blockchain vs private blockchain

Public blockchain
Example: Bitcoin, Ethereum

Public blockchain allows
everyone to access and
contribute to its database.
Since there is no central
owner/operator of the ledger,
everybody on the chain is
responsible for the integrity of
the database.

Advantage: Immutable, high
security, individual anonymity

Disadvantage: Relatively slow
transaction speed, scalability
constraint

Use case: Cryptocurrency

SAMTD A%

Source: coindesk.com

Private blockchain

Example: Ripple

A private blockchain has a company writing and verifying each
transaction. This allows for much greater efficiency and
transactions on a private blockchain will be completed
significantly faster.

Advantage: High transaction speed, privacy
Disadvantage: Low decentralized security

Use case: Enabling traditional business

Consortium blockchain

Example: R3, Hyperleder, Enterprise Ethereum Alliance

Consortium blockchain is partly private, allowing a few selected
nodes to write and verify transactions.

Advantage: High transaction speed, privacy
Disadvantage: Low decentralized security

Use case: Cross platform cooperation
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Different types of blockchains

Public ((apen)
blockchains
Cryptocutrency Decentralized
application
bilamsin platforms
(BTC)
bitcoim =
Cash ETH)
(BCO) Ethereurm
_ ’ Classic
Litecoim (ETH)
(LTC)
NEO (NEO) ’
Stella
(XLM)
EOS([EOS)
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Source: coindesk.com

Blockchain
Private Consortium
(permissioned) blockchains
blockchains
Privacyffocused
cryptocurrency
Hyperledgen R3
Zcash
Ripple
(ZEC) PP ’ —
Ethereumm
Monero ’ Alliance>
(XMR)
s ’
(DASH)
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Application of blockchain technology

Data sharing, blockchain

infrastructure

development Enterprise loT Distributed cloud
alliance service, car rental

Supply chain finance,
supply chain tracing
system

Payment, insurance,
capital market

|ldentity management,
KYC, anti-money
laundry, property Public

registration service

Blockchain based
donation system
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Case study: Dianrongand Foxconnos Sup,|
x wSodzAft R C2EO2yyQa a dzLJLJX e OKIFIAY olF&aSR| 2y 0

0221SR YR a8y OKNRYAI SR 2y (KS OKIFIAYT OFy
X Provide financing to lower tier suppliers based on immutable transaction data on the

blockchain; traditionally only the 1 tier suppliers get receivable financing from banks
(factoring)

X Provide Foxconn reaime supply chain management and supplier concentration analysis

Orignating
<8 In the light of ever diminishing profit margins, over-
whelming demand for shortest possible time delivery and
minimum inventory holding, presence of a responsive and
t Ther” resilient supply chain is a necessity.
Supplers
In March 2011, Japan was hit by earthquake and tsunami
which caused huge loss of lives and also affected the
= production facilities of major automotive companies
*2nd Ter” .
Suppbers namely Toyota, Nissan and Honda. The e_ffect was of
such magnitude that it took Toyota over six months to
restore production to pre-calamity levels, resulted in a
T e production loss of 140,000 cars and 30% decrease in
Si:cl:= company profits. This demonstrated the importance of real

time analysis of concentration of suppliers.

"6 Months to souwrce an alternative suppher”

A Location susceptible 1o natural desaters”

A Single point of convergance in your supply chain™
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SourceDianrong
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VC and Equity investment trends

x According to CB Insights, traditional equity investment in the blockchain sector
seems to be maturing, with seed/equity deals decreasing to 50% of the total in YTD
2017, down from 57% in 2016 and 72% in 2015.

x Blockchain s e ¢ t aomsdlidation may be tight, with blockchain companies failing at a
higher rate than other tech startups. Of 103 blockchain companies that received initial
seed or angel funding in 2013-2014, only 28% managed to raise additional funding,

and just one company made it to Series D: Japan based cryptocurrency exchange,
bitFlyer.

x Corporate investors have also been active, including SBI Holdings from Japan,
Google, Overstock, Citigroup and Goldman Sachs.

X Investment in blockchain by category:
1. Cryptocurrencies and ICOs

2. Companies directly correlated with bitcoin speculations such as exchanges,
trading platforms and mining companies

3. Companies with bitcoin as a currency for P2P payments and remittance
4. Blockchain use cases in media, e-commerce, identification

Private blockchain firms building enterprise-facing blockchain software

@AMTD Hik

Source: CB Insights
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Most well-funded blockchain startups

=I Most well-funded venture-backed blockchain companies

. Equity funding (excludinginitial coin offerings and consortia). 2012 - 2017 YTD (10/08/2017)

Disclosed Most Recent
Company . . Country Select Investors
Funding ($M) Funding
Series D . .
. . Andreessen Horowitz, DFJ Growth Fund, Union Square
combase S2IM S100M _ USA Ventures, Greylock Partners, Battery Ventures
August 2017
) Series D )
=
June 2016 P : P
Series C

Cisco Investments, Khosla Ventures, Qualcomm
Ventures, RRE Ventures, Andreessen Horowitz

‘ ' 21 Inc. S116M S111M USA
March 2015
Series B

. / i f
.': rlpple Y 555 USA Accenture, Google Ventures, Lightspeed Venture
Partners, Santander InnoVentures, S8 Group
September 2016
Series C : . ) .
‘%Bft!-‘ury S90M 330M Netherlands Blnar'y Qap|tal, QuegnsBrldge Vemlure Pa'lr'tners, China
_ Credit Limited Holdings, Blockchain Capital
January 2017
Series A . . . .
Blockstream $76M 355M USA é&(ﬁ\ Stratggm Ve;;uris‘\flockcham Capital, Digital
February 2016 urrency Group, Khosla Ventures
Seres B Digital Currency Group, Lightspeed Venture Partners
@ BLOCKCHAIN S71M $40M UK gnal L.urrency fLroup. LIghtsp artners,
Google Ventures, Mosaic Venture Partners, Virgin Group
June 2017
Series A- I » . . .
{_) Digital Asset 367M M USA Citigroup, JP Morgan Chgse, PNC Financial Services,
DTCC, Australian Securities Exchange
June 2076
Unattributed
BITMAIN S50M S30M China IDG Capital, Sequoia Capital China
September 2017
Series A L
I" Canoan S49M 943M China Baopu Asset Management, Tunlan Investment, Jin Jiang
-~ - International
May 2017
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Source: CB Insights
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Global blockchain startups
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