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Blockchain is not only the basis of the cryptocurrency Bitcoin. With its 
combination of process and technology, Blockchain is much more than this, 
allowing all kinds of things to be traded quickly and with low risk.

BLOCKCHAIN

The story of the information processing methods underlying it begins 105 
years ago, in 1911, in a small office in Buffalo and on Broad Street in New 
York, right opposite the financial district. At the time, traders sold stocks and 
securities directly on the pavement. The Hollerith punched card tabulator  
(invented by Herman Hollerith, mining engineer, the father of data processing 
and the grandfather of IBM), which was marketed by the Computing-Tabula-
ting-Recording Company, as it was then known, quickly became an essential 
tool for banks and brokers to document their transactions. The story continu-
ed over decades with ever-changing technologies and innovations. From the 
mainframe to the Internet era, the automation and speed of securities tra-
ding were driven forward by the introduction of ever more new innovations.

BLOCKCHAIN   IS THE LATEST INNOVATION. 
As we are well aware from the media, banks are under extreme time pressure for 
several reasons. They have to estimate potentials and risks in the context of the 
numerous after-effects of the financial crisis and new regulatory requirements.

DISRUPTIVE TECHNOLOGY FORWARD TOGETHER
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TECHNOLOGY
A blockchain is a kind of digital database for multi-device transactions that 
accurately tracks every change and stores it transparently and decentrally on 
the participating computers. This makes it almost impossible to manipulate 
the stored information, thus ensuring the integrity of the database. Due to its 
encrypted structure, the method is currently used as the technical basis for 
cryptocurrencies and can guarantee the security of financial transactions.

Transactions can involve any kind of information, such as values   of a currency, 
real estate land registers, Wikipedia entries, works of art or contracts. The key 
factor is that later transactions build on previous transactions and validate them 
by proving the knowledge of the previous transaction.

The blockchain concept is also known as distributed ledger technology (DLT). 
In other words, a DLT is a public, decentralised cash book, a type of accounting 
system in which digital payment and business transactions are recorded from 
user to user without the need for a single central point to authenticate each 
transaction. Decentralised means that the protocol, a huge database, is not on a 
single server or at a single company, but is distributed across many computers. 
Neither government agencies, companies nor individuals have control over this 
ledger. All the participants have the same access rights, as in the case of 
cryptocurrencies.

However, there are also some concepts that require a central authority for very 
specific reasons. Hyperledger technology (HLT) is just such an adapted and 
adaptable modular blockchain technology platform for the business sec-
tor, based on Linux open-source software. HLT enables interested companies 
to quickly create their own frameworks as the foundation for the business use 
of blockchain. The direction of Hyperledger is determined by a stakeholder 
committee typically made up of some of the relevant industry’s major investors, 
including, for example, corporations such as IBM, SAP, Daimler and Airbus. The 
joint mission of the high-calibre developers is to better understand blockchain 
and to develop industrial applications based on the technology as quickly as 
possible. Cryptocurrencies and the underlying blockchain technology are alrea-
dy demonstrating an absolutely revolutionary potential in many industries.

Diagram of 
a centralised system

Diagram of 
a decentralised system
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BLOCKBUSTER 
Barely more than two years ago, only some IT insiders had heard of it, but block-
chain is now increasingly developing into a blockbuster with enormous potential. 
The technology has the potential to become as revolutionary for transactions as 
the Internet has been for the exchange of information. The aim is to make value 
chains and business processes faster, more transparent, more direct and, above 
all, cheaper. More and more companies are considering how to use the technolo-
gy to transform their business model or improve their strategic direction and value 
proposition. 

VALUE PROPOSITION
A key factor in the success of blockchain projects is the specification of a viable 
value proposition. The real benefits and potential of blockchain come into effect 
even more in a larger context, beyond company and industry boundaries.

Surprisingly, it is not the banks that are at the forefront of the use of block-
chain, but companies from the distribution sector (retail, consumer products, 
pharma & life sciences, professional & computer services, transportation & 
travel). Almost all companies surveyed as part of a study believe that blockchain 
will have an impact on their market environment within two years. Around 70 
percent of companies expect a sustained „disruptive“ influence in the next four 
years.

The speed of this latest development is encouraging companies to get to grips 
with the technology very quickly and intensively to avoid competitive disadvan-
tages that are expected in the near future. In a global study by the IBM Institute 
for Business Value, a third of the nearly 3,000 top-level management executives 
surveyed said they are either already using blockchain in their business or are 
considering using it. Blockchain and its associated new transaction possibilities 
are thought by some CxOs to offer a great opportunity to create more trust and 
transparency in partner networks.

Diagram: Penetration and 
integration of markets by 
blockchain-related techno-
logies
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In fact, many things are moving much faster than expected. In more and more 
industries, the use of blockchain is being seen as a strategic IT tool for the 
development and implementation of new business models. In the meantime, 
companies, especially those that have to integrate a large number of partners 
and intermediaries into their value chains, are working behind the scenes on 
their own blockchain concepts. The system is always the same: at the centre of a 
blockchain is a joint register, the shared ledger, which all the actors can access. 
However, it is a different situation with the individual blocks, which are encrypted 
and stored decentrally in a computer network. Here, previously defined access 
rights govern access. This system ensures trust and transparency across entire 
value chains. It also changes the way organisations and individuals work together.

APPLICATIONS
Various areas of application could emerge for blockchain, such as cars, 
car-sharing, charity (payments earmarked for developing countries), digital 
logbooks, renewable energies (redispatching), land register entries, wedding 
certificates, identity checks (digital identity), Internet of Things (IoT), logistics, 
micro-payments, trading platforms, security technology and voting systems, etc.

A car purchase made via blockchain using smart contracts releases the digital 
car key for the new owner after the specified amount has been credited to the 
seller‘s account. If an instalment is missed, the car is locked. Smart contracts 
have built-in “if-then” conditions that trigger the appropriate action when an 
event occurs. The digital contract communicates directly with the object (car) via 
blockchain with no intermediary. For example, Ethereum offers this possibility.

Another interesting example is the music industry, where one of the issues is 
rights management. A blockchain-based music service is a public, decentralised 
music store, where record contracts are no longer required and artists manage 
the rights to their own music and set the conditions for using the music. This 
system dramatically alters the relationship between fans and artists.

Another example is contract management, tax law or any other area where trans-
parency and traceability are essential, as well as the financial sector, where inter-
national transfers, the settlement of securities or the settlement of bank transfers 
between banks can be handled more efficiently via blockchain.

Diagram of communication 
between the smart contract, 
the vehicle, the payment via 
Ethereum and the digital 
key.
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DISTRIBUTION
Take food distribution, for example. Many consumers in Europe are not aware 
of the global dimension of the problem. Lack of food safety is a global threat. 
According to the WHO, more than 400,000 people die each year from eating 
contaminated or spoiled food. One in ten people worldwide become ill as a 
result – a total of 750 million people affected. Who doesn’t remember the egg 
scandal in which millions of eggs contaminated with insecticide entered the 
supply chain. Not a year passes without new food scandals. Food safety cannot 
be taken seriously enough.

One obstacle to improving food safety, however, has been the problematic, 
inefficient and non-transparent supply chains, which have remained almost 
unchanged for decades. In traditional supply chains, not just in the food indus-
try, but across all industries, information about goods and transactions is often 
documented on paper or using office software such as Excel spreadsheets and 
exchanged via email. Thus, at different points in the supply chain, potentially 
different versions of the data are created. Noticing such mistakes requires a 
great deal of vigilance. Correcting them takes time and money. With a supply 
chain based on blockchain, this is no longer necessary. With blockchain, all the 
parties involved in the supply chain work with the same trusted record that is 
always up-to-date for everyone involved. Every transaction, every change is 
traceable in real time, and this can be done just as easily after a long time becau-
se the documentation is unmodifiable. In addition, each piece of information 
is checked and approved by all the members of the blockchain. The result is a 
“single version of truth“, containing information that is deemed to be correct. 
Blockchain provides all those involved with a secure view of the transactions. 
However, access to detailed information is precisely regulated (permissioned). 
Each partner has permission to access the specific information they need.

PRODUCER

CARRIER

CUSTOMER
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MONITORING
In the food industry, a blockchain-based network would make the origin of French 
fries in a fast-food restaurant transparent and traceable: from potato growers 
through all the stages of trade, logistics and fries production to the sale to the 
restaurant chain and delivery to the store. If contaminants are found within this 
supply chain, whether by mistake or criminal activity, blockchain allows the affec-
ted products to be tracked in seconds. This is because, with blockchain, digital 
tracking becomes feasible along every single link of the supply chain. Digital 
product information, such as origin, batch number, processing dates, expiration 
dates and delivery details, such as cold chain compliance, are all stored in the 
blockchain. Blockchain can therefore create a whole new dimension of transpa-
rency and trust and thereby the basis for increased food safety. IBM (the leader 
in integrated blockchain solutions/BaaS) has launched a joint initiative with some 
of the largest players in the food industry, such as Dole, Driscoll’s, Golden State 
Foods, Kroger, McCormick & Company, McLane Company, Nestlé, Tyson Foods, 
Unilever and Walmart. Together, the consortium is exploring new uses for block-
chain in the global food supply chain.

A pilot project using blockchain is also currently under way in China. In this case, 
it relates to pork. Walmart, Tsinghua University and IBM are working together to 
improve the traceability of the food supply chain (food to fork).

In general, tracking products across borders is becoming increasingly complex 
with rising globalisation. Around 90 percent of these products are transported 
by container ship. For example, Maersk and IBM are working together on a 
blockchain solution to better manage the many necessary transport documents. 
Shipping documents have to be filled in, the condition of the goods checked 
and the handovers clearly documented. The mechanisms of blockchain have the 
potential to significantly reduce the amount of administration work and bring 
transparency and security to all the transactions, resulting in significant cost 
savings. Logistics is therefore virtually the natural field of application for the new 
technology, which is unique in being able to monitor suppliers and track deli-
very items seamlessly in real time. In addition, the integration of so-called smart 
contracts, which record the respective terms and conditions, ensures that all 
the partners in the blockchain automatically recognise the associated rights and 
obligations. In light of this, as an independent, recognised authority and single 
source of truth, blockchain will become an indispensable tool for collaboration 
in growing ecosystems.

Diagram: Food-to-fork mon-
itoring of the production 
chain: from the raw material 
to the finished product.
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In a study, JP Morgan anticipa-
ted that blockchain development 
would take place in four large, so-
metimes overlapping innovation 
phases.

Blockchain is complex, but not a mystery. There are numerous articles, blogs, 
definitions and videos, but ultimately a blockchain always remains a decentra-
lised protocol for transactions between parties that permanently records each 
change, making it verifiable for all the authorised participants - the perfect 
monitoring tool.

DISRUPTION = OPPORTUNITY
In the past few years, the Internet, the cloud and mobile applications, in other 
words digitisation, have changed many aspects of our economy, society and 
everyday life. On the other hand, many of the underlying processes and 
procedures have remained unchanged. What‘s more, global business relations-
hips between companies have not only led to an increase in the number of 
agencies, institutions and intermediaries involved in a transaction. The necessary 
processes and rules - for example in the financial sector - have actually made 
simple processes complex. Blockchain could in effect be an intelligent decentra-
lised solution to this problem at exactly the right time.

Within a very short time, blockchain technology has stepped out of the shadows 
of Bitcoin and is developing a life of its own as a kind of operating system for 
business transactions and procedures. In other words, what the Internet Protocol 
(IP) was and is for the success of the World Wide Web, e-business, e-commerce, 
and everything we take for granted online today, blockchain technology could 
be in the near future for all the complicated processes involved in global trade 
and many other large and small transactions that are currently complicated, slow, 
non-transparent, and expensive.

The next generation of industrial production (Industry 4.0) requires reliable 
communication and absolute transparency for the fully digitised exchange of 
data between people, machines and business processes. Blockchain (DLT/HLT), 
the Internet of Things (IoT), artificial intelligence (AI) and many other available 
technologies and applications are becoming increasingly synergistically inter-
connected. With the advancement of such technology synergies, some very 
promising opportunities arise for investors in relation to blockchain technology 
in the medium term.

PHASE SECTOR PERIOD

Phase 1 Information exchange 2016 – 2019

Phase 2 Data solutions 2017 – 2025

Phase 3 Critical Infrastructure 2020 – 2030

Phase 4 Total decentralisation Uncertain
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INVESTMENT  
Blockchain is not a physical asset class and available investment vehicles are still 
very rare. Nevertheless, professional investors with the necessary endurance and 
willingness to take risks can, in most cases, participate in the blockchain revolu-
tion indirectly in various ways, such as via cryptocurrencies or listed companies 
in the fields of artificial intelligence, automation, blockchain, cryptocurrencies 
& cryptocurrency miners, cybersecurity, data storage, data solutions, fintech, 
food supply, hardware, healthcare, ICOs, IoT, IT services, payment methods, 
robots, semiconductors & accessories , software, specialist real estate providers, 
to name just a few.

INVESTMENT FUND
A simpler, globally-oriented and sector-diversified investment route is offered by 
the first blockchain fund domiciled in Liechtenstein with a UCITS structure. The 
blockchain fund’s share classes enable both professional and private investors to 
invest simply in both established and innovative companies operating in the field 
of blockchain technology. The fund portfolio invests in three sub-strategies overall, 
the main one being blockchain, as well as cryptocurrencies and precious metals.

DISCLAIMER
This publication serves only for information purposes and does neither constitute a recommendation nor an offer or invitation for an offer for the subscrip-
tion (or purchase) or redemption (or sale) of units in the BLOCKCHAINFUND (the „Fund“), a single fund established under Liechtenstein Law and under 
UCITS law. This fund is authorized in the Principality of Liechtenstein and regulated by the Liechtenstein Financial Market Authority (FMA). This publication 
is not considered to be research. It does not constitute a financial analysis within the meaning of the Market Abuse Act. No responsibility and liability is 
assumed for the correctness and/or accuracy or timeliness of this information. In particular, any opinions featured in this publication solely reflect the per-
sonal opinion of the respective author and shall not be legally binding. Any data in this publication may at any time become incorrect due to amendments 
to the relevant fund documentation made in accordance with applicable laws. Investments should only be made after a thorough reading of the current 
prospectus, key investor information document, administrative and special regulations, annual and semi-annual reports and after advice has been obtained 
from an independent finance and tax specialist. Investments shall always lie in the sole responsibility of the investor. Only the abovementioned relevant 
fund documentation is legally binding and can be obtained free of charge from the management company: CAIAC Fund Management AG respectively 
www.caiac.li and from the representative and distributor: AIF Alternativ Invest Finance AG respectively www.aif.li. Please note that the official publication 
organ of the BLOCKCHAINFUND is the LAFV Liechtensteinischer Anlagefondsverband which you will find at www.lafv.li. The prospectus of the BLOCK-
CHAINFUND, the annual and semi-annual report as well as the key investor information (KIIDs) of the share classes of the fund are also available here. The 
value of the units and the return they generate can go down as well as up. Investors may not get back the full amount invested. In certain market-related 
or stock-specific circumstances, the disposal of financial instruments may only be possible after a delay and with a loss in price. It is therefore inherently 
difficult to quantify the value of an asset and the risks it entails. Past performance is not an indicator for current or future performance. Investors should 
not assume that they will have an investment experience similar to the historical performance shown. Performance values are calculated without taking 
account of commissions and costs that result from subscription and redemption of units in the Fund (or selling and buying back investments). The Fund may 
contain share classes which are available to certain investors only. The Fund has obtained approval for public offering and distribution. Please note that AIF 
Alternativ Invest Finance AG and its employees are generally permitted to hold, buy or sell the financial instruments mentioned in the document as long 
as this is not detrimental to their clients in any way. This publication and the information contained in it are governed by Liechtenstein law. In the event of 
any disputes arising from the publication, these will be the sole responsibility of the Liechtenstein courts in the jurisdiction of Vaduz. Please note that in any 
jurisdiction where the fund or share category is not registered for public offering, they may, subject to the applicable local regulation, only be sold, if at all, 
in the course of private placement or institutional investments. In particular in the USA and in the UK, units in the Fund may not be offered for sale or sold. 
This publication must not be circulated or distributed in the USA or to US persons. For details on the data protection please refer to the prospectus of the 
Fund. The targets and objectives of the Fund as stated in this document are not guaranteed and there can be no assurance that the stated objectives will 
be reached. © AIF Alternativ Invest Finance AG 2018. All rights reserved.
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