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The trony implicit in today’s session

« Bitcoin’s genesis block * “The root DFIOblem with )
conventional currency is a
January 3, 2009 the trust that's required to
make it work. The central
bank must be trusted not to
debase the currency, but the
history of fiat currencies is
full of breaches of that trust.”

Satoshi Nakamoto,
Chancellor on brink of = February 11, 2009




Where we are ten years after Bitcon
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Thai Central Bank Builds Blockchain
Solution for Digital Currency Project

Yogita Khatri
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The Bank of Thailand, the country’s central bank, has moved ahead with its digital currency project by
building a blockchain-based prototype solution.

The solution will enable the central bank to settle interbank transactions using a digital currency among
its eight commercial bank partners. BoT's tech partner Wipro announced the news on Tuesday.

They built the prototype as part of the central bank’s digital currency project, called Inthanon. Wipro and
blockchain enterprise software firm R3 on Corda platform provided development services.

The solution will enable decentralized interbank real-time gross settlement (RTGS) using a wholesale
Central Bank Digital Currency (CBDC) for faster payments, Wipro said, adding:



Logic of a blockchain

Source: Ethereum white paper

Tx[0] Tx[1] Tx[n-1]

5[0] APPLY

S[1] 7] A 7| S[2]

~Js

S
3
=

4

S[n]

.
4

« Each transaction n is encrypted into Tx(n).

e Each new block n includes:
— The new transaction, Tx(n)
— An encryption of the previous block, S(n - 1).

« Two implications of this structure:

— Even if Tx(1) = Tx(2), we will have S(1) # S(2), making it impossible to
recover the raw data

— If Tx(n) is changed, every block n, n+1, n+2, . . ., will also change



Wall Street discovers the blockchain
Late 2015

B THE MARCH OF FINANCIAL SERVICES FIRMS INTO BITCOIN
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Problems with open blockchains
make them infeasible for industry

No customer privacy / confidentiality
— Marketing problem
— Compliance problem

Cost of mining

Spontaneous forks arising due to network latency
— Probabilistic confirmation of transactions

Hard forks arising due to disagreements
— Potential for schisms and instability



Permissioned ledgers

One copy
Centralised ledger

All parties reconcile their local databases with a

centralised electronic ledger that is maintained

of the Iedger are and controlled by atrusted central party.
there?

How many copies

Many
copies

Only selected nodes

can participate
In a permissioned system, nodes need
permission from a central entity to access the
network and make changes to the ledger.
Access controls can include identity
verification.

Distributed

ledgers

Distributed ledger (permissionless)

Anybody can access  Each node in a peer-to-peer network stores a
and participate full and up-to-date copy of the entire ledger.
Every proposed local addition to the ledger by
a network participant is communicated across
the network to all nodes. In principle, nodes
collectively attempt to wvalidate the addition
through an algorithmic consensus mechanism.
If validation is accepted, the new addition is
added to all ledgers to ensure data consistency
across the entire network.

Source: BIS Annual Economic Report 2018



Cognitive dissonance at JPMorgan

will be closed. It’s worse
than tulip bulbs. It will not
end well. Somebody is
going to get killed.”

“Bitcoin is a fraud. It’s just\
not a real thing, eventually it

/

Blockchain and the
decentralization revolution

A CFO's guide to the potential implications of distributed
ledger technology

J.PMorgan
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How large could the savings be?

“Clearing, settling and managing post-trade processes costs
between $65 billion and $80 billion a year globally, according
to consultancy Oliver Wyman.

“In a joint study with the venture arm of Spanish bank
Santander, the consultancy estimated that blockchain
technology could reduce the bank’s infrastructure costs in
cross-border payments, securities trading and regulatory
compliance by as much as $20 billion a year by 2022.”

) Implies 25% to 30% operating cost reduction

Source: https://blogs.wsj.com/digits/2015/09/03/ubs-building-virtual-coin-for-mainstream-banking/



Trade finance
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Over 50 Banks, Firms Trial Trade
Finance App Built With R3’s Corda
Blockchain
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