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FOREWORD BY FORMER SWISS
PRESIDENT JOHANN SCHNEIDER-
AMMANN

hen | proclaimed “Crypto Nation
m Switzerland” three years ago, | was
convinced of the innovative potential of
blockchain technology. However, | honestly did not
expect Switzerland to establish itself as one of the

leading and most dynamic blockchain nations in the
world in such a short time.

This result is primarily due to openness and
foresight. Swiss politics, in particular, has shown

a lot of pragmatism. The Parliament unanimously
approved punctual adjustments to existing legal
structures in record time and made new distributed
ledger technology (DLT) legislation possible. This
DSSURDEKKDUDQWH VAR BH B0 HOIQWD DROQRM
rapidly changing blockchain technology and its
application into the existing legal framework.

Switzerland's new legislation provides legal certainty
and, at the same time, the scope for innovation

and new business models. The US and China, the
primary technology nations and competitors, admire
this approach - not just because Crypto Valley's focus
on legal certainty, curiosity, and cooperation has
allowed it to grow into a thriving ecosystem with
over 960 companies and 5,200 jobs.

The new DLT trading license goes very far in

terms of content and allows trading, custody, and
certain payment transaction activities. This could
BOHDWD QB BIRDAOVARYHDDYDDMHEDDREDOO
competition, Switzerland will be streets ahead of
other jurisdictions.

JpBKAN

BVRIVaD VBV OVVOTRO EVVEROE DO R
Management Report 2021"” impressively shows,
RE8R0VVADDOEIDDER QRO KDVORRDDDUDOVAEDDO
the new digital world but is perfectly positioned.
MRRA B VRED OVK R H QRITTNO DUV HAD DD 00T
SODIRURVRHBAIMVADDQEIDDEHRODQROSRN
Nation Switzerland” can secure a leading position.

Johann N. Schneider-Ammann was a Federal Councillor
and Head of the Federal Department of Economic
SD00OVEEDDRODOQBHVHEDUEKIVRBRN
BOQEHRARDBHUBRDHYOHDRIRABAOMYO

Confederation has been a member of the Board of
Directors of the Zug-based investment company CV VC.
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FOREWORD BY THE PUBLISHER -
MATHIAS RUCH, CEO AND
FOUNDER OF CV VC

hen we started our activities in 2016,
m something quickly became clear:

Blockchain is not only a huge opportunity
for us as entrepreneurs, but also for Switzerland

DREROHHEOBHUDIROVIKEADVADYHRIBORENEKDOQO

pioneers and projects reached Switzerland from
2017-2018 in the ICO hype, which triggered global
regulatory trends soon after. Today, Switzerland is
in an excellent position, with arguably the world's
most progressive legal framework, regulated key
players, and a vibrant community. | am convinced
that with this starting position, the way is paved for
the second wave: the one of digital assets.

It is a great pleasure to support the publication of
ROVAD VR OVY OO BVVHBE SRORABR.OVD RIMXVIV
an investment company that invests in early-stage
VDMUREVZRUOZOH HKDYHEDHDWRXD HERVVABD
with co-working spaces, events, community services
and incubation programs in Zug, the heart of
ROUSREDODHDODHEEHOBOIOXEDIDDADRMHO
connect all players from industry, politics, science,
and society.

ZRODHBH BRIV DROVBOVH VIR ED B DRI

we launched the CV VC Top 50 Report, which has
now become a standard publication. It surveys the
crypto and blockchain ecosystem in Switzerland

and Liechtenstein, lists the number of companies
involved in blockchain, researches the number of
jobs created, calculates valuations and ranks the 50
largest companies, including 11 unicorns in the most
recent edition. Anyone concerned with Crypto Valley
and Blockchain Nation Switzerland can’t miss the CV
VC Top 50 Report.

MRV OO SV EBE ERDIAE D U B EX O VR OO RE O
same ambition: together with Alexander Brunner
and the Swiss Blockchain Federation, we want to

BOBDRADOHADEBOUBQBEHESXBOOEDROQRIVRAADDOBEIDDO

industry. Digital assets are much more than

MHRY

cryptocurrencies. Thanks to tokenization, new types
of investments are emerging. Demand for these
QEZE0DOEIDDSURKEWIND RADDDVONMOIQRMI HYIV
[DREDVVHRDQD/HOVDQDMEOOREHVAKHDHEDODHD

a number of players in Crypto Valley who anticipate
the new business areas and are active at the global
forefront.

I am convinced that digital assets will establish
themselves as a new asset class. Next-generation
trading platforms will emerge and Switzerland,

with its leading crypto and blockchain players, will
SODDEUXEODDUROHKZGHEDXVHRHAIOOUDARQD
RERD IROYOVORDDOIOORYDIRORRAADDOBIDODO
VHERDDQBAIADODQIEKOIVADVNIDO BVVHBESRO WV
is a guide and source of inspiration for the capital
market of tomorrow.

ODRIDVBXEKR.PDOIRXDHURIRABRKDYEHHODOO
entrepreneur and investor in the digital startup scene
[(RUBDOUVEHRXQHEDQDHDOHAMBYHIDODO
companies in the digital startup space. Today he is a
driving force in the development of a global blockchain
ecosystem and co-founder of the Swiss Blockchain
Federation.
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FOREWORD BY THE AUTHOR -
ALEXANDER E. BRUNNER

hen | published my book Crypto Nation
m Switzerland in late 2019, the ICO craze

of 2017 had just turned into a severe
“crypto winter,” with bitcoin crashing from almost
RUD KD ERYHKIOHEDQOIQ®RAD
community were nursing hefty losses, the traditional
A0QDQEHIQXVBKD WRDERXVRBEREHQW
Many industry observers, including the Financial
Times, were convinced that this was the end of the
remarkable and breathtaking story of bitcoin and
other cryptocurrencies. Right up until November
2020, the Financial Times wrote that the “promise
of bitcoin has proved to be elusive.” Little did they
know that digital assets would come back with a
bigger bang than ever. In 2021, leading investors and
hedge-fund titans from Paul Tudor Jones and Stanley
Druckenmiller to Ray Dalio would acknowledge the
viability of bitcoin. Innovation happens in leaps and
bounds.

On the 4th of January 2021, the Financial Times
changed its stance and wrote the following headline
ROQOWD ROBDHEAL/KEH 0 % IAROQYD OXHREYD
MRH03a0D0OBIDOREVHE UYH VYO AR

HREEHOQDMARODOODONHDBEQRAQHAQDOQEIDDDQDOVW

BKDOVREKHDRRAKRADRAAKDVER B QRHED

year of Covid-19, it has also been the year of bitcoin.
Indeed it is the year where bitcoin has come of
age.” Furthermore he wrote “...this (2020) is the year
bitcoin has become investible for institutions with
custodian arrangements available from the likes of
Fidelity and with prominent hedge fund investors
declaring that they have bought it."! 2020 was also
the year when many bankers quietly changed their
tune from highly sceptical to positively interested, no
longer being able to ignore customer requests.

The aim of this report is to give the many voices,
from investors and bankers to regulators, a voice
and showcase the diversity of the Swiss ecosystem. It

DO OOHBERBAKEHDDBIAROQBHBEDBEOQYHVIED HIRDIQVINIRQVO

is based on interviews with more than 80 providers,
investors and experts based in Switzerland. Mark
Branson, former CEO of the Swiss regulator FINMA,
kindly gave an exclusive interview. The report is
aimed at investors, big or small, who are pondering
how to invest into cryptocurrencies and digital
assets. It shall enable investors to get more familiar
with this nascent and highly innovative asset class.
The report also shows the breadth and width of the
Swiss digital asset ecosystem, which is growing at a
rapid pace. Yes, Switzerland is at the forefront of this
incredible development. This presents a tremendous
RSSROURDOROBAIADODDDOQRHAQDOEIDOO
ecosystem overall. However, the global competition
is not sleeping.

So what are digital assets: a new digital gold or just

“thin air,” as former private banker and fund of
KQUEDOQDHDDZDBHUXOQBHDUDOKRDUHBRHD
SHRSOHBXODIQMIVDHZEQDOEIDO 0D M DVRKERIEDQO
PRROVOIQYH VD MO OAKRYH DU HTXHVIROVADMKDDOO

be answered in this report.

Alexander E. Brunner,
author

SOBDOHD®EOXDOBRDO
DXRRUVRIEHBRORBOBMDO
and business at the
University of St. allen

HS. Brunner worked for
many years in alternative
investments and family
REBVIKHEXE0D OVKHREEBRRN &DSRN
IDROBAIADDDOURDKHARINYDYDQDYOVRO RN
international deep tech startups and is a member of the
parliament of the City of Zurich. He is also the founder
RIBBBUEDQMORYDRRDEVVREIDIROQAKOBKHDDBED YD
smart city innovations in Switzerland.
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he Swiss Blockchain Federation is probably
a unique initiative worldwide: launched by

two Federal Councillors, Finance Minister
Ueli Maurer and Economics Minister Johann N.
BEKQHCEDERRDOOOIDDDHRURAED DD RYHRH DO
Crypto Valley's driving forces and better understand
their concerns. The former task force has since

become a private-public partnership that unites
industry, start-ups, science, cantons, and politics.

The Swiss Blockchain Federation (SBF) aims to
promote a prosperous, secure, innovative, and
world-leading blockchain ecosystem and has
achieved quite a bit:

«  Framework: The SBF represents the interests
and concerns of Crypto Valley vis-a-vis politics
and administration and advocates for optimal
framework conditions, such as the new, forward-
looking DLT legislation.

H)XIX

+ Networking: The SBF is the central platform for all
of those interested in blockchain from business,
industry, politics, administration, and science and
RHOVDOHRRONROIRHVEHSODEUYDRRBADOQO
abroad.

* Innovation: The SBF promotes innovation
by working together with Innosuisse, the
Swiss Agency for innovation promotion, to
generate projects and start-ups in the annual
SERI Innovation Cycle, connecting them with
companies at an early stage, organizing
hackathons, and driving knowledge and
technology transfer.

The three cantons of Ticino, Zurich, and Zug play

a particularly active role in the Swiss Blockchain
Federation. The responsible cantonal councils
recognized the importance and potential of location
marketing early on, especially when it comes to
start-ups with blockchain-based business models.

Thanks to the joint activities of these cantons with
the Swiss Blockchain Federation, the attractiveness
of Crypto Valley has continuously increased. Those
cantons that have supported their ecosystems with
funding programs are now reaping the rewards. The
settlement of new blockchain companies continues
despite crypto winter and the Corona year.
According to the CV VC Top 50 Report, Crypto Valley
has 960 companies and 5,200 jobs. Investments and
a continued positive, curious attitude are essential
for “Crypto Nation Switzerland” to stand out and
serve as a beacon to the world with its genuine
innovations and ground-breaking business models.

HEOOROOOHDOVED BVOEQRIARBA MV ORBNBKD OQO
Federation and Finance Director of the Canton of Zug.

Added value in Crypto Valley







First Swiss Digital Asset and Wealth Management Report 2021

CvV
vC

his report is based on more than 80
. interviews with investors, wealth managers,

fund managers, bankers and service
providers in Switzerland. It highlights the incredible
depth and breadth of the Swiss digital asset
industry that has sprung out of Crypto Valley. Itis a
testament to the rapid development of digital assets
and blockchain-technology at large, becoming more
diverse and also more institutional. Switzerland can
be really proud to be a key part of this far-reaching
technological development, boosting a strong, well-
educated and ever-growing ecosystem.

Tipping point for digital asset

An investor note penned by Morgan Stanley’s wealth
management unit in March 2021 summarized the
rise of digital assets and cryptocurrencies neatly:
“Our recommendation is that investors get educated
and consider how and whether to get exposure

to this burgeoning asset class in their portfolio.”
Investors entered the digital asset and crypto space
at a rapid pace in 2021 as cryptocurrencies and
digital assets moved in early 2021 from something
easily dismissed as hype (or worse) to a nascent

and exciting new asset class. Digital assets are
clearly here to stay, as large Swiss and US banks are
ARONOQ/HHKOD®AYERQHVYRQ D QI DUV HRH 0 0QM
and traditional hedge-funds start building exposure.
ODOQVHOYOBHE0RYIHDVERQAD BHRDADVRHE O
tipping point for the acceptance of crypto currencies
and digital assets: The client demand had become
too large to simply brush aside. Even the mosre
discerning and critical Financial Times came to the
conclusion in May 2021 that bitcoin and crypto are
here to stay.? Bitcoin and its brethren entered the
Zeitgeist in 2021.

Strong Swiss ecosystem
/KBERREOQDIRDRMABKORORDOQAQDOBHODO

the form of digital assets has super-charged
0Q0ORYDIRDYIRRAN DO EH RAH D WD RBRAE 000D OO
BROMRH D OO ELABDDHEOQREBRH QWO OOHD
A0DOEHDODROXDIEOHRK HQVEXRD QBRI BRI

prices have given a strong impetus to widespread
BHEHDOREQDROADBHBOSVOEHEDQBHVREDOIMKHD

B0DOEIDDIQVIAAROQYD D HERQBH D QHADKDSH U BE OME O

lack of regulation, illicit behaviour and the risk of

a heavy-handed regulator. Regulators in Europe
and the US have recently started to look more
closely into the various crypto and digital asset

RH 0 0O/WEN BO H D URDRH B QN H H ERVMAB OO
moving to a more regulated future, even though
this will take time and solid knowledge from the
regulator’s side. The Swiss regulator FINMA has
been at the forefront of this development, giving
Switzerland a clear head-start. Switzerland has a
diverse and rapidly maturing ecosystem with many
wealth managers, asset and fund managers and
S00YDRWEDQNVHEDQOOMA DUREDOQWEQES0OODO
2021, for example, the large Swiss insurer AXA
announced that it would start to accept bitcoin for
SDEHQWQODHQHYDEDVHIDXDKYRW
RHDHKXODRODSSURYDORURAHA0UVIDHSHQHQW
regulated marketplace for digital assets. This is an
important step as a regulated digital asset exchange
for larger volumes is sorely missing in Switzerland.
Clearly, digital assets are making huge strides
towards wider adoption in Switzerland. This can

be seen in the digital asset ecosystem map in this
report. At the same time, an increasing number
RIDHSXREOHDEODRBHVARDORRDODHOVDOO
private banks entered the industry at a rapid pace.
JDBRIOREHVOIQEDUNXODUZHUEEDOODRSMIVRT
this new asset class. Many private banks also saw an
uptick of digital assets by a younger audience, often
serving as the next generation of existing clients.
The banks are using digital assets services to reach
out to the next generation of bank customers. In
summary, Switzerland is well positioned due to its
competence in wealth management, experienced
regulator, modern regulatory framework, a solid tax
framework and the Crypto Valley ecosystem.

DAVARE BOREN EUSRERBORD D QERQ DB KD BVKRD B 0O/D HDBEKHERQBISRDYD QIQYHVMD B DUVERAD DYVO

DIIQDQEIDOIIBHVONVNADN HVNSREORR IQURYY OO KA D OMVXBEYI
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The large Swiss banks, important global custodians
[RUBODOBIDODVVHWD DBV OBRVAVDEVEQIEDOODO
2021. Their approach seems to be to “wait-and-

see.” This was due to regulatory concerns as well

as the lack of knowledge and, in turn, commitment.
Interestingly, the smaller private and cantonal banks,
who are closer to their private clients, are making
KHDZDURDO OQRXWD I DRXY O DUV HRH D OO0
O0DOBURYIHDVR DTN DVYHWHOYIEHVYERQAUBHD
that large institutions are preparing for a digital
DVVHRH D OQ/ERKIQRHVERQHVAKHIIMO DVVHW
train left the station!

Venture capital funding growing

Switzerland has a rich seed and angel investor
community that funds many amazing startups.
However, in order to reach global scale and scale
fast, a large pool of later stage capital, termed
scaling capital, is required. As tech entrepreneur
and investor Francisco Fernandez pointed out, large
pools of growth capital for scale-ups are missing

in Switzerland. This is clearly a disadvantage in
comparison to the buoyant and highly active US
venture capital sector that provides funding to

the likes of Coinbase with its unicorn valuation.
Nevertheless, the ecosystem is picking up speed with
CV VC's successful CHF 13m fundraise in May 2021.

lobal competition strengthening

Switzerland is in strong competition with other
A0QDOEIDOKXEVURBEKDYIHARDNIRDRODQO
Singapore. As a fund domicile Switzerland is small in
comparison to Luxembourg, Ireland, the UK, the US
or Singapore. The lack of scale is clearly a stumbling
block. A trade show of US digital asset managers
DOYHOQRIHEDSOROAUBRYIQODUEKUKRARD

that the US has a strong homegrown digital asset
investment industry that is expanding globally. The
US can leverage its strong venture capital ecosystem,
their crypto exchanges from Kraken to Coinbase
and the investment strengths of hedge-funds

with the likes of Skybridge Capital or Bridgewater

DXDRSHDQRRBBOIMVIRQBEHDRENEKDIQERVVABHYHODRSEBQWEHERODWV

Associates. Switzerland has a hard time competing
AIAREVBED O HDQHSRERHBEAQDQEIDOBRD DN HW]
However, what the US is lacking are clear regulatory
and taxation guidelines, which create uncertainty for
any incumbents or new players in the digital asset
ecosystem. In Europe, while the UK seems to be
0DJIQ/IWHHRMI BDQOVEDN IQ/DYDQBHYAIR]

two new electronic securities and digital assets acts.
Further, the EU is working on a Markets-in-Crypto-
Assets (MiCA) framework, determined to catch up
with Switzerland.

Switzerland staying at the top

The recent EU Blockchain Ecosystem Development
Report states: “Switzerland is one of the most
advanced nations when it comes to blockchain and
crypto-assets, not only in Europe, but also globally.
It has been called the ‘crypto nation’ and is home to
the world-famous ‘crypto valley’ of the Zug canton.”
HBERDOQRIOND DXVIHEDRDOQDRKOH IRAR

DB U RMRH DR 368 10K EANMI O DQOMRARD

best hub for digital assets globally. Supported by
regulatory stability, optimal business conditions
expertise, and know-how resources, Switzerland
remains the prime crypto nation.” In order to retain
its lead, Switzerland clearly needs rapid further
adoption of this new asset class by large banks
DORBRYEHDDODADDOBEIDDVH BRD OO DVVHBWD UHD
DRQOTXHBSSRURDORDBAIAIODQDYDAQDOBIDOD
center. Switzerland has all the necessary building
blocks in place: a forward-looking regulator, an
innovative legal framework and clarity around
DOMROR MO DVYHWKDINWDHTXODHOVRRDE O
[(REXVDQHOEDMRQERH BHYED VKHAQDQEIDDO
sector. The emergence of digital assets as a

nascent and highly innovative asset class is a huge
opportunity for Switzerland. It would be a shame if
Switzerland lost its head start to others!
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itcoin was among the best performing
E DUVHWIQIHRRHBQROUVHBHQW

of respected investors, digital assets
experienced a fear of missing out (FOMO) moment
in late 2020 that continued unabated into 2021.
More and more investors realized that the risk of
missing out is larger than the comfort of abstaining.
Elon Musk, the world’s wealthiest man, had a unique
VDRIKRACOMRAIVKHAD VM BORR IQRE OO
7700 BOROQKOVEDRADHODHDOQMRDRXED B OIW
jump in the price, before announcing in February
2021 that Tesla had bought $1.5 billion worth of
bitcoin. In May 2021 Tesla sold the position at a hefty
SURANEBLOODOIRQUZAHVODDOVRYDIONODVDIW
accepting payments in bitcoin in exchange for its
products “subject to applicable laws and initially on
a limited basis” before retracting in May 2021. Itis
dazzling to see how one individual has the power to
move the prices of markets with singular statements
about cryptocurrencies or messaging apps. In 2021,
Musk became the single most important factor in
crypto markets.

TESLA’S BITCOIN SPECULATION
HELPED TO BOOST PROFITS
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In late 2020 and early 2021, a big sentiment change
occurred among sophisticated investors towards
cryptocurrencies and digital assets. Many of them
realized that cryptocurrencies and digital assets

are here to stay. FOMO set in with many prominent
investors allocating money to digital assets. This
DOJHUBDEXDURIMXAHVIRDVUXEKDVRAK DV
cryptocurrencies are, exactly: are they a currency or
DODVVHNODOIRORORDOTM ERDHRIRHD
I0ROUQBNHEQDVKRUWHRIQHDDDBAINYDO

bank UBS Chief Economist Paul Donovan expressed
his view that bitcoin and other cryptocurrencies are
not actual currencies. The reason being that they are
too volatile as a store of value due the absence of a
central bank balancing supply and demand.” So, if
ORDEXD D HQEAKD M OW

BQERDBOVRADMD U EQBIHVIVUXHB[RYHUQBH QW]
controlled by central banks and accepted as legal
tender, cryptocurrencies or digital assets are not
centrally managed by governments.? They are
S0OYDWDREDDOIIROBROHBDRAIHIRRRBONO

Invest, a prominent US fund manager with crypto
HERVXDHEDDOVEIRRODBHADVIDREDDDXOBHYEDVHD

B RIPHN

ESHZEg

DUKB HEBRSMRQOIMIDEDOYDRIRD WA EDBHREA0VARKOQMARD N B EIRRIQDBDOMQ B O ODKOHBD

A new asset class or the digital gold
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BITCOIN IN 2020: GRADUALLY AND THEN SUDDENLY
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monetary system.”BURBERMIORADDSURMEVYROID
of marketing at the New York University Stern School
REAXVIQHVVEAQHBIRROQDYDDHYBOVESDRROQO
our trust on central governments that keep printing
money and it is an interesting way of transporting
money. Try to transport ten million dollars of gold
through London! " He also stressed the scarcity of
supply and the view that many investors see it as
DOOQEDMROKHAVOIBIODURRODT This narrative
A0VRRNKROOODDVBRUHDOBRUHDDYHVROWD
started to regard bitcoin and its brethren as a new
asset class with a limited supply, akin to gold.

Michael Saylor, CEO of MicroStrategy and early
bitcoin adopter for treasury, publicly stated that for
KOBEIMROIQOVDQODEDMROKHHIQDARUODAKHUHD
cash is not an asset but a liability. For Saylor, bitcoin
OVREARDOVADVRARQH DO QHARDNYOIBODDOURI
JDEEERRNERDRORRDEESS0 H RXREH B BEN

is social energy built into money.” For him bitcoin

is “the most global asset as it is constantly traded
around the world.”

DEROVHQVXVERQBUHQBRRDRIHRRO
DBREDVAIYRRREDVRRVABD D DEAONKE DDQEERMODRADO

In a client note Ray Dalio wrote: “To have invented a
new type of money via a system that is programmed
into a computer and that has worked for around 10
years and is rapidly gaining in popularity as both a
type of money and storehold of wealth is an amazing
accomplishment. There aren’'t many alternative
gold-like assets at this time of rising need for them."®
Nowadays, cryptocurrencies such as bitcoin are
YOHZHERDQOQYHVROVDYDQIQEDIRQKHHEDN OO
to gold, which is not directly connected to the global
20D0QEIDOVVARD

DI

N
Y

DBREDVANARBO D 0AR 00D QB0 SREXD DB QEIHVATRIOEKD B OE8DDRORMOBIREMD W
D ORRBERU/ERBEDDOORRD OOV IMRIQIQHBHD DR QEQYHQMROBROVIAHDVERD IHAKQYO

A new asset class or the digital gold
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BITCOIN IS GOLD 2.0

s

BITCOIN GOLD

Fixed inelastic supply

Limited elastic supply

Transferable

Like sending an email

Like sending a ton of bricks

Storable

Low cost

High cost

Decentralized

Yes

HYEX®AD QBHERQAVEDAADVOQDHE O
authority in every jurisdiction

Durable Yes - Digital Asset Yes - Physical Asset

Fungible Yes Yes

BH004DBOH Yes Susceptible to counterfeiting
Divisible Easily divisible (1 Bitcoin is divisible into Not easily divisible (troy ounce unit of

1000 million units called satoshis

measurement)

ENDKSUHKNVERKOIX OGREUHVHONDWERDH

Skybridge Capital, a US fund of funds, launched
a new bitcoin fund in January 2021. The fund, led
by prominent investor Anthony Scaramucci, sees
bitcoin having strong advantages versus gold as
outlined in his investor presentation:

In several interviews, Swiss product providers have
BROQAUBHRDRHVRUD D IO HRDBORROQDYVD OIROO
gold” resonates strongly with investors. Investors
with a strong belief in monetary devaluation and
IQEUHDVOIQMOQEDRRONIED ODKROROBXBOVRVBI WV
venturing into digital assets, as Roland Friedli from
BOBHYDORUEHQWRQHBEKDDRBHUERRXOQHURM
REBQHYDEDVHORQIRDMWRBIOMEHKDYERHEQO

active in the space since 2016.

More traditional investors still prefer the physicality
of gold, as it can be used for jewelry and industrial
applications. However, digital assets are global and
HEHQBOOOADOEDOHRIBHVYODBERYH DEIRYNYO
boundaries, which gold cannot.

Michael Saylor of MicroStrategy put it nicely: “bitcoin
is destroying gold's value proposition” because
bitcoin has “dematerialised gold."”

DEREDVANARBO D AR 00D QR D SREXD D E QEIHVATRIOEKDBOED DEDRMOEDREVO WD

A new asset class or the digital gold
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COINBASE FINANCIAL RESULTS = Peak bitcoin market
capitalization was above $1
Coinbase illi i i
. trillion in spring 2021.
revenue in 2019 . $534m

Coinbase The 14th of April 2021 saw a pivotal moment for
revenue in 2020 $ 1 3 b n cryptocurrencies with the Nasdaq listing of the
. ° leading US crypto exchange Coinbase. It immediately
became one of the 120 most valuable public
companies in the US. The Financial Times marked
this monumental event for the acceptance of
Coinbase losses _$30m cryptocurrencies with a big headline on its frontpage

in 2019 saying: “Coinbase’s $76bn debut puts seal on
cryptocurrencies asset class.”

&RODEDVHEDRAW]
in 2020

JDODOBIDORORENVO

D)IQDOEIDOOIBHYERIQEDVHYYAQ B EXBKWIH D DRQHBISREXD U B QBOHYO
asset class, 15.04.2021

A new asset class or the digital gold
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A HISTORY OF INNOVATION IN ASSET
MANAGEMENT IN SWITZERLAND

was a fun, innovative and sometimes crazy

place to work. It attracted a lot of talent and
was highly lucrative (it largely still is). This was also
the time when a new fund type with unrestricted
investment strategies arrived on the scene: the
swash-buckling hedge-fund. It was the time when
DHHODUIOYHVROIVVXEKDYHROHBRURYBDROO
Tudor Jones or Bruce Kovner made spectacular
returns year-on-year. According to Erwin Brunner,
PKRRXDERDHRMEADVIKDRIKOYOQO
Switzerland, these new funds easily generated an
DOOXDOIADHEHRDDREHDEHQWKHARDEHADYVY
D0BARXEHREIAODDOEVHEDHINMBHQBYDOO
private banks such as Banque Privée Edmond de
Rothschild. In the new millenia, these funds had
their hay-days with spectacular performances even
during market crashes. The legend of the brash,
combative and wealthy hedge-fund manager was
born. It was this time that Switzerland became an
alternative asset management center with groups
VXBKDVBDDWHODVDRXSB0ED D ERXUBHE DBKBXRAN
MBURQDHDEQYHVOBDOQBRROAD

n QWVKBYRRGNWKBRODRFKLDOKQGX NNV

Lars Jaeger, an alternative investment industry
pioneer and regular book author on science and
technology, has been involved in various alternative
investment strategies since 1997 in Switzerland.
BOREVMWRHE D VKD O INMM EBERH DY

that exploited “alternative betas” (a term he

coined) akin to hedge-funds. He saw how the Swiss
alternative industry with strong players such as
RMF, Harcourt or EIM had developed rapidly over
REHDUVERZAHYHDRRADDQEIDDED ONOVOQDOO

the following regulatory tsunami led to a brutal
consolidation in Switzerland. Today, industry
observers compare the nascent digital asset industry
to the birth of the hedge-fund industry in the
nineties. High returns were and are possible due to

00BOOUSDUHQIMYOQHBOEHQRDDNHWIRARYE DD VO

IDH[BUJRIQN VAR UHDDHQRMEDH OH DB QEHYDVRA O
market for cryptocurrencies is only about two trillion

dollars in size and trading volumes are relatively
VBDOOOQERESDUIVRORBOD INRQDOAQDOQEIDDED N HWD
There is just not enough liquidity for larger funds

yet, according to Jaeger. He sees this new asset class

as by far not yet matured, with too many “cowboys”
lacking maturity or even seriousness in the market.

However, this is changing fast.

TOP INITIAL COIN OFFERINGS

B.1X BLOCK.ONEEOS June 2018
$320m  DRAON COIN March 2018
$300m HUBOI February 2018
$258m HDAC December 2017
$257m FILECOIN September 2017
$157.9m SIRIN LABS December 2017
$152m BANCOR December 2017
$152m THE DAO May 2017
$150.9m BANKERA February 2018
$142.4m POLKADOT October 2017

J0QDOBIDDRORHVEEVE DI BK

The Crypto Valley puts Switzerland

on the global map
ZKBA0DOEODDADOVOVRIDYHEBIDRRD ERESOHRODO
DHZDYVHRD DVVEDAR IO KDWADROQRDODOROIQODODO
a strongly libertarian cypherpunk community, would
HYHQRDDOAD W DREATIAD O DO MRRH O

emergence of Crypto Valley in Zug in 2013, digital
assets took root in Switzerland. In short succession,
fueled major events from the establishment of
several blockchain protocols such as Ethereum in
87 A0 0 DORRAADVINDY D O BRODRH D DO JHERAN

A rapidly growing Swiss digital asset ecosystem
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IXKGHOEOHNYEDHODREFEDONHEXODMNWRIERDOGK the ICO craze of 2016 and 2017. In 2018, the market

WEKHOEFHONEQIRIWVEKBROY WO DV FHONWEDVSWREDORN

2019, Switzerland developed a strong ecosystem
[ROOIDODYVHWERBHROBAKRYSHBEDAEDOODO
incorporated a company in Switzerland in 2019
because of its crypto-friendly ecosystem was Ali
OODQORXQHDRMRHIRE680QREEERD O/

to Mizani, his search for legal certainty and a crypto-
friendly environment eventually led him to Zug,
Switzerland. Here he found not only one of the
most open-minded regulators, but also one of the
most advanced infrastructures with one of the most
HODIODOBDDOQ/EREEXD I VEQRODROXED

of Flovtec, who has been part of the Swiss crypto
and blockchain ecosystem for many years, sees the
BREBXDOAYHODRSODMOEKDYHVIKEHAUVRRDYHEDO
VDPS0R/DDERHDVE QWO IOMEAQDQBEHVSDBHBERRAN
innocently and, sometimes, malevolently. This led to

IBERDMOIOVSOQROODRAIDMAADVRAKODROO
actions and a “crypto winter” set in. Then, in 2019,
READVAISREDONVZHUEBODDROBKBAROIBKADYD
REBHIQOCORMOINRODOADDOEHDOEDDNHDYD
entering the space. Nowadays, the third phase is
blending the world of programming and algorithms
M0RE0DOARAD

From 2013 until 2018 a nascent ecosystem was
established, followed in 2019 by a new phase with
the institutionalization and professionalization of
VHUYOEHYDQRH U OQWOIQEA0M ODQEAIMVED VD RO
banks such as Julius Bar or Maerki Baumann and
online bank Swissquote started to provide custody
and trading services to its investors. Today ,an
interesting fusion of the old-and-stayed world of
banking and the fast-moving, experimentative

CV VC: THE HISTORY OF THE CRYPTO VALLEY, 2021
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world of programming and coding is taking place. H

In addition, Switzerland is one of the leading private . l na Survey In 2020 by
banking hubs in the world, with a wide range of Swiss bank U BS, the tOp
investors from private bank clients and wealthy q UeStion asked by ClientS
individuals and families to wealth managers. Itis

perceived as a safe haven for wealth with a steadily was how much they should
increasing number of sophisticated single- and a | | ocate to bitCOin )

BXOWND B0 REHVRD ) YH VMU RMVRE B WY H O
investment spectrum. All of this has created a strong
ecosystem in Switzerland that is “hard to build from
scratch,” as an experienced early Swedish investor
into cryptocurrencies stated. Switzerland has a clear
edge in digital assets.

Vitalik Buterin is a
Russian-Canadian
programmer and writer
who is best known as
one of the co-founders of
Ethereum that was setup
in Switzerland. Photo by
Steve Jennings/etty
Images for TechCrunch,
September 18, 2017

A rapidly growing Swiss digital asset ecosystem
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THSIHIY
MK

In dozens of interviews with ecosystem participants
it was obvious that the Swiss regulator FINMA

acted as a strong catalyst for the entire ecosystem,
providing regulatory certainty for a nascent industry.

FINMA, which has been operating a dedicated
A0DWEKHVNVOIDEHYKRRARDDYOA D BR OO
HDODODRKHQOMWVXHREAD VYRR B QKOIROODHVD
[RUOHDBORMHVRIEROOQMBN0SEH B B QAW

global reputation as a regulatory trailblazer when
[MVXHBRHAUVARED QN 0O/ OEH QVHVRE(®ED QO
BMXRODHXKVERDORZHBRHADVIIBHQVHD

for an independent regulated crypto exchange in
MAMAEDRDBNE DB D DEBD DO WM BHRAD UMD

B CRp)CEO
PHHIK

O

i
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T
.\.Al
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CRYPTO FINANCE

ASSET MANAGEME
PRIME BROKERAGE

i i

nascent blockchain technology and digital assets,
FINMA gave clarity and acknowledgement while

the rest of the world was still wondering how to

deal with this highly innovative and exciting industry.
Many industry players that were interviewed for
this report acknowledged that the regulatory clarity
and the positive attention of the regulator led to a
faster development of the ecosystem in Switzerland.
Jeroen von Qerle of Lombard Odier Darier Hentsch
BROAUBHRADWI0SOVRQHBH BRVMRSKOVIND A0
regulators globally, right up there with MAS in
Singapore and the FCA in the UK. FINMA

gave Switzerland a head start that led to a

thriving ecosystem.

ERT

STORAGE & TOKENYHON SERVICES
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n n an exclusive interview, Mark Branson,
then CEO of FINMA, gave some interesting

insights from a regulatory perspective.

INTERVIEW WITH MARK BRANSON

In Branson's view, crossborder payment
systems are “ripe for innovation” as fees tend
to be high and highly intransparent. Cross-
border payment is a slow and cumbersome
process in a world where customers are used
to instant services. Therefore, new payment
projects are welcomed as long as they satisfy
three criteria: security, compliance and client
S0RAERROBRMUVMEDHERIDVRORRE DRAD
same utility as traditional currencies. On the
other hand, blockchain technologies promise
streamlined processes. As a regulator, one has
to be technology-neutral. A simple regulatory
principle for him is “same risks, same rules”.
Branson'’s view is that current rules, such
DVED OB QR RAENRDDUHEDVOIED D OUXBOR WV
However, they may need some adjustments

to handle new technologies. Innovation brings

Interview with former FINMA CEO Mark Branson

more competition and hopefully new jobs for
READDOEBIDD IRV QOOXVARKE UEHWMREMO
are under pressure in Switzerland and around
the world. It also needs an acceptance that
“projects can fail, as long as they fail safely.”
For wider adoption and scaling of blockchain
technology, he would like to see a trail-blazing
SURNHERDRHVEXVRBH DVEOHDOYDORHADOO
allows the technology

to scale. Only if the

blockchain technology

ecosystem generates

new jobs, will it be a

true success from an

economic point

of view.

SHTHIH

i
HKWVEKNWEKHHRBROBOFHRIEVENVRIDDOHRNZHOORYN
a strong ecosystem, tailored legislation and a
competent regulator, Switzerland has a perfect
setup to become a leading hub for digital asset
wealth and digital asset management. Henri
Arslanian, PwC Crypto Leader based in Hong Kong,
publishes a global crypto hedge fund report every
HDDEQDQIQAUYIHZKHERQAURHRDBZIADODOO
is very well positioned globally due to its brand and
O HJD BEQRH BERVIDH BH QRO HERDBAIAD O DO
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DIGITAL WEALTH & ASSET GENDER GAP IN THE
MANAGEMENT HUBS SWISS BLOCKCHAIN
ECOSYSTEM - WHERE
Top Crypto Hedge Fund Domiciles ARE WE HEADING?

us Cryptocurrencies and blockchain-
based technologies had a steep rise in

Bv! recent years and are disrupting various

]

. industries around the world. However,
less than 10% of active collaborators

I L DUHZRBHOQUOWIVAHDBORIODUDRQDO

I about 6% of funding in related ventures

is received by female founders, while a

VOO4ED QR U EHQHRIIOYHVROVDOUHD

Top Crypto Hedge Fund Manager Locations middle-aged, white men." As blockchain-

technology is still in its early stages, the

5 _ us RESRURDRUARBHQRIQEXAQEHDOO

develop the ecosystem should not be
15} UK
- missed.
« I .
W are
o . = there so few
8 . HIKE women in the
Blockchain
B I SYCHRSRIMIMECEAR ecosystem
IMARE D HBRXOO
BRELOZRRGDOXDOBVEWRAGINXGCEHSRONE ] of bitcoin
RN in 2020, the
ranks number four among the top crypto hedge fund question once
manager locations, right after the US, the UK and more arises as to why there are so
OB0DORBAIROODOUHAEBDIOVROBRMEARDIOMO few women present in the bitcoin and
top wealth management destinations with a strong blockchain space. One of the more
AQDREIDDVUAEDQDREDOEDDREODRAVE D EROVD obvious reasons is the gender disparity
make Switzerland destined to become a wealth and IOBEPRROE DD IO/DUHDYADDOEEDDO
asset management hub for digital assets. MERQRORJIREAQDURNORBTRID

have been more likely to lack access to
AODOERXEDQIDEIRDDDOBDDDOAD
women were not allowed to open a
bank account without their husbands'
signature up until 1988. Furthermore,
READDOEHIOXVRADYORWHBDQDYDOMO

Interview with former FINMA CEO Mark Branson
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attractive employer by female students due to
the lack of integrity, the focus on competition
rather than team collaboration and the not so
family-friendly conditions.?

Similar downsides apply to the tech industry.
Several studies reported the lack of family-
friendly conditions as being a reason for fewer
women in tech. A more recent study by the
University of Bern highlights the impact of
self-evaluation on choosing a career in STEM
ABOME Many young women assess their own
mathematical competencies worse than men.
Thus, young women refrain from approaching
a career in a STEM area.

Additionally, the risk
aversion that has been
observed in women
VDVORQIMBDVYRDHED
of the key challenges
for women entering
RHA0 DO BROOXMRA
Priska Risk aversion can
Burkhard BH OA QB CORRD
DOUHDYADVBAKHEQO

investing, women tend to focus on less risky
assets. Secondly, when approaching a new
area, women are more concerned with gaining
enough knowledge and expertise before
getting actively involved.

Opportunity set for women

is expanding

To conclude, the already existing systemic
EDDDOHDVIRDZRBHQREDADBAADDQEHD
and tech area holds true for the blockchain
ecosystem and hinders women getting
involved and advancing in this area. However,
on a positive note, more and more women are
interested to learn more about blockchain and
BUSREXD UH O BOHYIRRAE KEOSRMARBRHQOHE O
and blockchain or cryptocurrencies focused
communities and meetups, these women are
getting more opportunities to get involved
and not only gain knowledge and expertise
EXDOVRADDVXSSROUMD MHARINRASDRIHD
the opportunities within this rather new
ecosystem.

By Lilian Roos and Priska Burkard, TechFace

Interview with former FINMA CEO Mark Branson
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igital assets are a new alternative asset Due to lower costs and easier transferability,
E class based on decentralized blockchain- industry participants such as Jeroen von Oerle of
technology. Some investors see it as an Lombard Odier Darier Hentsch believe that the
0Q5DMRDKEHDNIORWRORRA UVVH B ODMRAD technology will enable fractional ownership of
emergence of a new platform-based internet-native various assets, from real estate to art and cars.
money that is the foundation for an entirely new
A40DDOEIDOIQ DN DVRKERIE O An interesting aspect of blockchain-based digital

assets are that every trade is logged decentrally,
visible for everyone. According to Tavis Digital,
. MM tokens serve as digital representations of any given

mw underlying asset, allowing for fractionalization
and thus higher accessibility, improved liquidity

CEO &EBA B and execution speed in combination with a never
before seen transparency and trust. In addition,
cryptocurrencies and digital assets trade 24/7, and
are settled much shorter than the typical two-day
VHDHBHQRE U IRRUBDONRQDOAQDQEIDORDUNHWI
This reduces the capital needed for the settlement
process

EEEEEE

THE POTENTIAL FOR DIGITAL ASSETS IN PRIVATE MARKETS IS MUCH GREATER
THAN IN PUBLIC MARKETS
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Digital assets: a new and exciting investment universe
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THE DIGITAL ASSET INVESTMENT
UNIVERSE

For sophisticated investors who invest their own

or their client's money, a small allocation to bitcoin
RIVHHBVREHRH QDRI DDAUVAASRIE W

familiar with this new asset class. However, digital
assets provide a wider investment spectrum that
can be divided into four categories. These basic four
categories are a good starting point for an investor
embarking on a digital asset investment journey.

1. Coins

By far the largest cryptocurrency by market
capitalization is bitcoin, followed by ethereum.
MRBRU HAD O RAH ERODVRBKRRVHAD

from, investors can select coins that range in
characteristics from payment to asset and utility
tokens. However, it takes a lot of sophistication to
VHODHB&HBRU B REVEX D HEROQVEH DQ/RH D HADAD
REODUHVRROIQVRH D 0O WA BHVAVITXOOWK OV OO
also the reason why most professional investment
vehicles focus on the top 50 coins in existence.

Investors can get exposure through a plethora

of venues from opening their own crypto wallets

to store crypto and opening trading accounts

with banks or brokers to trading through crypto
HBKDQHYDQBXOQ/HH U MED WM D RANBRVRD O
[KQUDVAEHOODVREIDDOMD H KR HYRXVR

of crypto and digital assets is still a main concern
for many investors. Therefore, choosing the right
approach is a crucial part of the journey. Investors
have to carefully assess how much direct control,
ease of use and information about taxation they
UHTXOIDHKBDEDVYRBHIQYBVROVOQWOYOHAR HEOO
comfortable with holding the private key directly,
having a bankable product with an ISIN number and
tax reporting is an important feature for many larger
investors. “It is the responsibility of the taxpayer

to correctly declare their crypto holdings in the tax
return,” says Thomas Linder, Tax Partner at MME in
Switzerland, and one of the leading tax specialists
with regard to digital assets. “Hence, complete
DHESRUIND/RMASRURODOROOBEOXOOWHUIAEDRROQDO
of the transaction history, is of great importance
[(RUODOYHVROVOODRDHDRDYROD D BRDECEWALIRN

tax authorities.” Robust and institutional-grade
custody is clearly one of the biggest concerns of

sophisticated managers, highlighting that traditional
banks clearly have a role to play in digital assets,
despite the peer-to-peer nature of decentralized
assets.

2. Active trading strategies

Investors can access a wide array of trading
strategies managed by professional managers.
OREDDAVIRDRANDDOHDRERAKOVEDW

invest into digital assets. These replicate strategies
from the hedge-fund industry, ranging from long-
short to market-neutral and high-yield strategies.
BORMVVIRQODORDOD/HOVDOURRHOIYDUIRXUEDQDHO
IOYHVRH QWA KOED HYUXBK DV EH U8 ED WM D RAMROD
RVKRUH KOQVZDDIDQVBDWIHVYDDDRBEROOOIM
the largest 50 coins to investing in the thousands

of lesser coins and projects, so-called DeFi. These
YHKOEOHVRAQRH A0 BUDOOOTXOOWIR 0O DODRA

DO IMRODOKEHEXOUBHEVOIAVRHDOQBROBD
sophisticated strategies, investing into investment
SURKEMRHUVUEHYHDDODYDOWHVEEEIOXREHDYDYDO
well as investment and tax reportings.
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DIGITAL ASSET INVESTMENT
STRATEGIES
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3. VIl{
Besides investing into coins, there is an increasing
number of venture capital providers that invest in
new digital asset startups and projects. In recent
months, the interest in the Decentralized Finance
(DeFi) industry has strongly increased. The US
venture capital industry in particular has been
heavily investing and creating outlandish returns,
with Andreessen Horowitz as one of the largest
players. Investors can choose between traditional
B/BVKERD HYEHDMEDAMDQHYBQXODOO
tokenized funds. These investments typically have
a longer investment horizon and require larger
minimum investments.

4. Tokenized assets

Still in its infancy are tokenized private assets such
as real estate, collectibles such as cars, music, art or
shares of smaller companies. Tokenized assets are
still very niche and lack trading on exchanges and, in

Digital assets: a new and exciting investment universe

turn, liquidity. In addition, there are many legal and
regulatory uncertainties that need to be addressed.

MORE THAN 400 CRYPTO FUNDS
GLOBALLY

Scott Army of the American research provider Vision
Hill globally tracks more than 400 crypto hedge-
funds. He sees a clear institutionalization of the

RH D 0Q/PORBE VA D BNH VEH 00D RSMD RERH D
traditional hedge-fund industry. Speaking to industry
experts and fund managers, the nascent market for
digital assets is often compared to the early days of
TAH K HIH KO DQ XY ®RA H D U0 0 0D B N (RN

many retail traders trading on sentiment, arbitrage
opportunities between exchanges and strong
BREHDREOIRO DVVHW UHDROKOODHBIH QW
market full of alternative risk premia. Joachim
Nahmani of Lemvi calls digital assets a “generational
trade” due to the unique opportunity set that does
QRAVIDWO INROQDOAQDOEIDDEDUNHWDBROATD
%HRDUBHREHDREUSRINODOEHDRYXSODDERD

LAUNCH OF NEW CRYPTO
HEDGE FUNDS CORRELATES TO
THE PRICE OF BITCOIN
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INVESTORS IN CRYPTO HEDGE FUNDS
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M Setting up a regulated
and institutional-
grade asset manager
in Switzerland requires
in-depth knowledge

of processes and a
clear setup based on
experience, as Zurich-
based Tavis Digital
confimed. In a nascent
industry, stalith
experience is in short

supply.

PEZELOZRRK

"o v v
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Bernegger sees more traditional fund managers and
even fund-of-funds entering the digital asset space.
They add robust institutional investment processes
and more thorough due diligence. Henri Arslanian of
PwC sees this already happening in the crypto fund
space, where best practices from the traditional fund
industry with independent custodians and directors
are being adopted by crypto funds. These are
welcome signs of a rapidly professionalizing sector
catering to more institutional and sophisticated
investors.

The crypto fund industry is developing quickly
according to a recent PwC report that states:
[HBEVDRDRRDRE RO BXODVVHWRQE DO
management) of crypto hedge funds globally
increased to over US$2 billion in 2019 from US$1
billion the previous year."" Further, the report states
that “the average AuM increased from US$21.9
million to US$44 million.” The report also clearly
shows that investors still allocate very small tickets
to funds, with a median ticket size clocking in at only
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US$0.3 million. At the end of 2020, total assets in
crypto hedge-funds increased to $3.8bn according
REABARODRBDODRIEREHHKODEHSROW

2021, with 84% of investors being high-net worth
0OOMOXDOVDQMRODREHVIHYE VRO HYVRAVORD
of the crypto hedge-fund industry, in comparison
to the established hedge-funds industry with more
than $3trn in assets under management, is still
marginal. This clearly points to a considerable
growth potential.

VENTURE CAPITAL

A clear argument for a broad portfolio and risk
O¥HOVOI4EDRORDQHDUOVHVM BEGR.O
investment approach in the sector.

The various blockchain protocols from bitcoin

to ethereum and polkadot are built on a large
developer community that constantly drive the
projects forward. In the US, home to the venture
capital epicenter Silicon Valley, a strong community
is supporting the development of the ecosystem.

An early investor is the legendary venture capital
ADRRQUHVVHAEQARDRZIMKIEKOD DX BKHRRD
crypto funds with more than $865 million dollars

PREDDRHONIXUHEDELNWDOEDNNHEODGUDRDIVERLGEDHDNAL0 promising crypto and blockchain

in funding over the past several years, particularly
for more mature, later-stage start-ups. As Blockchain
technology and applications are still in the early
stages, investing in start-ups typically involves a
few key players with in-depth expertise and a wide
reach within the Blockchain community. Crypto

or blockchain-related businesses are developing

in a new realm, given that the industry has been
around for only a decade. Because of this, the risks
for venture capitalists are much higher, especially
considering the prevalence of failures and, at times,
scams. In addition, token models and potential
interdependencies between equity and token
HBERQRBOBYDUHVSHBI4ERRAH BO REN BKD 00 DQXVBO
making the sector unique in terms of an additional
funding route for startups, as well as investment
potential for investors.

The blockchain revolution is often compared to

the beginning of the dot-com era, during which
countless Internet companies came out of nowhere
promising major advances. Although the Internet
has been a disruptive technology indeed, it
changed the way a lot of industries operate today,
created unicorns and new market leaders. As it

is natural for early stage start-up investments,
RQODVEDDOSURSRUMROQRMMAEHDUDRRRRADEYD
managed to survive and achieve such successes.

DJIQDQEIDOIIEBYEQIEVEHQERDRAIMD DOVEQEDSREQIDD

Digital assets: a new and exciting investment universe

projects. On their website they write: “Finally, we
are optimistic because we are deep believers in

the power of software. Software is simply the
encoding of human thought, and as such has an
DOBRVRDERXOQHHVIMYSDBHHAQRXUVHOYHYO
consistently surprised and excited by the wide
variety of creative crypto ideas we encounter. For
those of us who have been involved in software

for a long time, it feels like the early days of the
internet, web 2.0, or smartphones all over again.”
Andressen Horowitz famously backed the US digital
DUVHREKDQ/HRRODEDVHIKECDOQYHVAHQRD IRH
heavily when Coinbase did an IPO in April 2021. In
May 2021 Andressen Horowitz announced that they
were planning to raise a new $1 billion follow-up
crypto fund.?

Since the birth of Crypto Valley, a venture capital
community has sprouted in Switzerland with various
advisors supporting local and international ventures.

Insights from Olaf Hannemann
PODMVREADQRRIRXOHDIDRASRAHINSIORDO
experience includes 20 years of Corporate Finance
& Investment Banking at JPMorgan/Chase in
BZ0A0ODOREBIDMOQHDBDOO
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Even prior to COVID-19, change was afoot in the

venture capital markets in general, which also
VSHBOAEDOOUEODWMREDREN BKD 00 DOYHVRAHOQWHHDHD
are some of the key trends that stand out from our
perspective:

Olaf Hannemann

COVID-19 initial impact and rebound

+ Commitments to funds slowed initially, causing
VRBHARVRIREXVRORHADDOEIDDERQOMRORM
RECDSRUIRDORERBEDQOHVAKOVKD DY O IAED QW
impact on companies in the process of, or getting
ready to, raise capital.

« Many startups had to pivot from growth to cost-
saving and survival mode.

+ However, during the last few quarters we have
seen a strong appetite by risk capital to deploy
funds, and the startup funding environment is
highly attractive both in general, as well as for
blockchain and crypto business models.

Europe has reached new funding records at the
half year mark already, with USD 51B deployed in

*  The recent market turbulences in the liquid 3,470 deals.

crypto markets have re-introduce a healthy dose
of scrutiny to token driven funding rounds, whilst
interest to deploy on the more traditional equity
investment side into the sector remains buoyant.

Blockchain Technology and VC

+ HOHUDOWEKKOQUERDW)XHRWIRAHSRVYXIE DO
REORBNBKD DDAHEKRRX[KR A0 00 00 HB®RO
from a stronger drive towards sectors or tech
that utilize blockchain as an underlying catalyst
technology such as the aforementioned Digital
Health, Fintech, and Al sectors, rather than as a
deliberate new focus area.

eneral VC trends through Q2 2021

*  New record highs in Q2 2021: total global startup
KOOOWMVYADHZAXQOERDQYDO
OHZRDABDOVRYHDBBOO
M&A / IPO exits (+109 YoY).

Blockchain focused Venture Capital approaches
are often dominated by level 1 (protocol layer)
investments, mixed with some application focus.
DEFI, NFT and tokenization in general remain the
most relevant megatrends on many investor”s
minds.

+ Fintech remains mega-trend: 1 out of ever 5
BERHVRAQREKADRRYH UBEEEDSOBROD
investment in the quarter.

+ Other sectors on the rise: Digital Health (USD
PBBROUHRDQRXED B REBH IV HBXD DRG0

HABERGHBRUHBDRRKEOHD +  (DBO/HBOBQEEROIMDXHVREH DREOERADO

driven by public opinion and popular politics,

+ Valuations, in particular in the US, climb, as rather than true underlying facts.

capital competes aggressively for the best deals
(Q1 2021 median US Series A valuation of USD
42M).

Digital assets: a new and exciting investment universe
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Dedicated blockchain accelerator/ incubation
programs have continued to be on the rise:
CVVC s CV Labs incubator, Outlier Venture"s
BDVHBDBSA(BR QR HIVER EHBHBEEHDHUDROO
LongHash Ventures, Chain Accelerator, and so
on.

to grow disproportionately in the future, we call
this Technology for Tomorrow (T4T). CV VC invests
in startups that build decentralized applications
based on blockchain technology, with a focus on
RHRODRADDWH DD OVKRD HRIRDNMHVHHD
Health, Education & Science, Security & Identity,

E-Commerce & Logistics and Finance & Investing.
Many sectors that blockchain tech addresses are
OONHOREHBOIRD ROMMAD RO HREQEHABIDDORVO
of the previously noted social and economic
environment driven chances. However industrial
applications have developed slower than
anticipated during the last 12-24 months, which
we contribute to two main factors: 1) focus on
more imminent internal topic during COVID
and 2) true digital readiness of many sectors to
HSOREORENEKDOOHBIHQDO

Blockchain is one of the technology megatrends of
the future, forecasted by independent consultants to
grow to a USD 3 trillion industry by 2030. It is driving
(KR B EKDQ/HDEBORVVBEDQOQXVROHVIIREAQDOERD
and supply chain to healthcare and industrial
applications, being applied by large corporates and
startups alike and represents one of the catalyst
technologies, alongside Al, machine learning, and
IOT for the coming years. CV VC invests in the

most attractive global use cases, across industries
RDBKOHYHDOVHODVOIAEER0DIRD IRADAD HDOUD

to industries/geographies and weighting of the
underlying portfolio companies, thereby minimizing
any cluster risks.

+ The startup investment pipeline remains strong,
with blockchain startups often challenging
conventional business in a way corporate
innovation is unable or unwilling to do.

CV VC's investment approach
MAR.28R00YHVROVDBKOHYH O RO AU BEDSOROO

growth through venture capital investments in
early-stage startups (Pre-Seed, Seed, Series A). The A
current social and economic environment has led to
a digitization push that will cause certain industries

OMOBVVHIDERBHDRAWKDODBE
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s recently as 2019, sophisticated investors
n and bankers summarily dismissed
cryptocurrencies and digital assets as
a short-lived hype or even outright fraud. In mid
2020, the sentiment swiftly changed to the positive.
In more than 30 interviews with wealth managers,
[DEOOREHVDOBUOVDAEDQNVRURHDHEHSROW
a growing interest among wealthy investors was
clearly palpable. The opinions were widely dispersed
from ardent believers into the digital gold and
IQEDMROQKHTHQD DD DN HRRH RXAOKWEH SEY 0
who dismiss digital assets as thin air.

B AJMK
R
HFCAS AG,

Starting in 2020, Rattaggi saw more and more
professional and institutional investors entering the
BDONERADOIRMOVIRRIROQDOM DEHESHDWEHDQO
S0RXEWHDODBREDQD/EHUOVRDOOVIRVDBIVADHDO
growing interest from clients in 2020 and 2021, with
particularly younger and more tech-savvy investors
being interested in the space.

HEERDOQREDRYOHDVAYH QREA0DVRYOVYEH QUORDO
funds started to pay attention to digital assets in

2020. It can be expected that in the near future,
[DROIOREHVDOE0OYDRAEDODNYZDDDEROBOXHRBODDO
DVODO4EDQBROHDYDODREDRDRIOVN EDSCDO RAH O
nascent industry.

B MY
SITIN
il

I

W

Family ofles charging ahead

In the nineties, the hedge-fund boom in Switzerland
VDOBPIRBE KB OSRHQBYDEDVHED OVDRAO

banks. Back then, private banks did not have

the same regulatory and compliance shackles as

of today, making them more adventurous and
entrepreneurial. They easily invested into innovative
products such as hedge-funds, private equity and,
later, insurance-linked securities. Philipp Cottier,
who was key to the success of the fund-of-funds
manager Harcourt in the late 90s and early 2000s,
VDVSDURIEDDRMAVAAQDOEIDDOQORYDBROYO
Today he is active in the digital asset space through
L1 Digital and Crypto Finance. In his view, whereas
private banks were the enablers for new investment
SURKEWIQ®WHSDVRD D BOOREHVEDYHBNHQO

on this role in Switzerland.

JDBOORERVKDYHDODOHDBDHBBERIDAEHBRBO

in what they invest. They also have become a
VOO4EDQRAD DN HRD DHURAQXBREEHUROIDROOO

B 21S[
/2020, (K

Sophisticated investors arrived
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Total AuM of global crypto
hedge funds between
2018 and 2019 globally

Doubled

High net
worth
individuals

42%

Family Otes

48%

TROWHDQRUXVIMERQVIEDDMRQVIRDRDEREHHKQVESD OO0
1|

PAOBDQD/HUVRIDBIORBHVYD D YH VIND IR
0RO DYVHWID OYDROADVRNADYDEYHDOHOIQRBRDQO
interviews with numerous wealth managers and
[DBOOREHVIXNDYOORDODMOED UHH U DRG0
BROWDROOREHODUDEXDUDEOOZEHDDOQNYI

digital assets as one of the most innovative sectors
of the asset and wealth management industry. He
has personally invested into cryptocurrencies since
2017 and has been following the sector with great
IORUHVIRVRIAQRHAD VWS VD DRORQDO
DOOREDRORANAROQIKOVOINDUORSD HAUVWASODO
order to get exposure and gain knowledge about this

BEWKWHBBDMEDBE@DDBEEVKEVRM@@WEWergmg asset class. The natural next step is then

amounting to $6 trillion USD, according to a report
by Insead.” According to Tobias Prestel from Prestel
DOQBDURHDRAKRARDNVADMD BIDOREHUDREDD OO
digital assets are interesting as they represent a new
technology, disruption and plenty of investment
cases. And beyond being investors in funds, family
REHVADRB0 OYDRETX IR YH QRO HEDSIDONOQRAD
KRZDUHRMAQREADDQEIDOSRAHUEBH KOO OO
asset and blockchain companies. According to Marc
P. Bernegger, investor and board member of Crypto
J0QDQEHDRXSDBODREAYDQZHDORIQIVIXDOYO
who do not have to adhere to an investment process
and can test the waters with a small allocation
DUHRRAQDRROMAAUVARYHUVZKEEDQHDYIOO
allocate 2-5 percent of their overall portfolio to
digital assets without a large and cumbersome
IOYHVRAHQBMNIRERVVERQDIE0DVODQIDQRBARABRQADBYD
this in his 2020 Crypto Hedge Fund Report: “The
majority of investors into crypto hedge-funds are
[DEOOREHVEOQDOHOH DD REWESIRQHED OO/

ETP issuer 21Shares witnessed that in 2020,
[DEOOREHVEARDOREDQD/HOVDQEDOIYDRED QYO
allocated more funds and portfolio allocation into
regulated crypto products like crypto ETPs. Large
DQURSKOVINMDWDEBLOOREHVEDVH IQBEZIAOIDDQO

will play a key role in developing digital assets due
RRHCDA0DOEIDOEDRXMOXDUHVYRD IQHOQYHVAE QW
SUREHVVIZKRBDVINQRUBHUKHDRMDOIQDW

870V BODOREHRRBDQEVVHRAD O D/H BB QBRIV

it simply: “You need a bit of crypto in your portfolio”.?

DIIQDOEIDORIRHVIKEMDBODRBEBARDDBES0 OO0
DIIQDQEIDDMIRHYEEERVHNDEIWROQ D BHVEOXBID DMVIMAOYRODWNDBAR B NO

to buy tracker products with ISIN numbers that track
bitcoin or other cryptocurrencies. Using products

that can be booked into standard bank accounts

also solves the custody and taxation challenges

with direct holdings of cryptocurrencies. This gives
convenience and security to sophisticated investors,
KOKD O[KIND WA DBSROROBHRIDDUHUBEDDNYRE D OQD
custody services for a wider adoption.

Private banks and wealth managers appear

on the scene

As highlighted previously, Swiss private banks were
RIAQBHIQQRYDRIVIQRH D DR HADDYHVRAH QWA
REDUDXBEQRD DB QWAKESOHRRUDRIDEZADXOHYDQO
regulations for private banks and wealth managers,
BRXODHAMR RE D 0B DRRBEAQDQBEIDOED OVOMO

in 2008, has made them much more risk-averse.
Regulatory restrictions make it much harder for
them to invest into nascent and not widely-adopted
asset classes such as digital assets, as they carry

a higher risk. This can be clearly seen by the very
cautious stance of large Swiss banks towards digital
assets, in particular around anti-money-laundering.
Nevertheless, Switzerland has seen some early
adopters like the now defunct Falcon Private Bank
and the family-owned, Zurich-based private bank
Maerki Baumann.

Even more remarkable is that the bank started

RH D OIQIQYHVRAHQBMOIVROVE DYOEHVIQRHADVIV
quarter of 2021. This entails advice on traditional as

Sophisticated investors arrived




First Swiss Digital Asset and Wealth Management Report 2021 CV

vC

well as digital assets. In fact, they even have an in-
KRXVHOYEDVO4EE80RXEDMRED OO H B SREBRNIH DO
ODOD/HAHDMEDREXDDHQBOIQHYHORERH QB
the same time, private banks and wealth managers
UHDOOHRADRE D OO/ DUVH WA DYOEHVED DQMO
in @ new generation of younger and more open
BOOHQROHDEEYIODDO M RERHBQBHYDEDVED
private bank Bordier & Cie. sees the next generation
of “execution only” clients approaching this new
DVVHRDDVUBRDHEDDKOORKHYHQHUDEOBBQHYDO
BDVHBUOVDRWED Q NV RRH D IQEXVRD QO

trading for cryptocurrencies in June 2020. As a bank
RH EDQRH DWA 00 BO CH QWD D REXVEX VR HRED

and an integration into the bank'’s regular reporting.
Further, the Neue Privat Bank in Zurich sees a
strong interest among younger clients for its crypto
RH U ODMKOEKVO A0 B BE QWEYH USRY O B OO
for Switzerland as a global digital banking hub is
REQHZA0IRODYVHRH U OQ/ERE IQROIQDIROQDOODO
active Spanish bank BBVA. According to Javier
Rubio, Client Solutions Director and executive board
member of BBVA, “Cryptocurrencies are in particular
an Emerging Markets phenomena. This is due to a
large unbanked population, 50% of Latin Americans
in all countries are considered to be unbanked. For
Emerging Markets in Southeast-Asia, Latin America
and Africa, cross-border payments for remittances
are costly and cumbersome. Crypto could be an
elegant solution. In addition, there is also a higher
willingness to bear risks and test new technologies.”
% OBEKRVE AR O DQRIRHA0VIREDODROODO
RXRIKH 00 BUSREXD U B QERH U OQMKOVOVKH R

the strength of Switzerland's ecosystem and legal
framework,” according to Rubio.

Asked about the main risks in regard to the digital
DVVHRH D OQ/RMASUOVDAEDQNOUZDKOHQRID
Maerki Baumann emphasized that it is paramount
to explain to investors that high volatility or even

a total loss could occur with crypto currencies and
that the risk therefore is very high. At the same time
there are technological and regulatory challenges
alongside the fundamental challenge to value
crypto currencies without a traditional “fair value.”
[KDRUEDKOBDADYDHRBRDUNDBDH OVAD AR 0
beginning of Maerki Baumann's asset journey,

M Roland Friedli,
managing director at
Prevalor, believes that
Switzerland as a wealth
management center

has strong advantages,
including an independent
currency, a neutral
government and a stable
HBancial market.

almost the entire banking industry had the mindset
that cryptocurrencies and digital assets are cursed.
[DRRH B QWD O EH R MARREZOVVEDSRED DNVO
Sygnum and SEBA in 2019 and a strong FINMA
endorsement, this has since changed a lot. Today,
whenever another bank inquires about the digital
DUVHRH U 0Q/DN R AQDRORD/H IRAHNEDEERKQW
or the business development manager, but a senior
employee or even the CEO who requests a meeting.
This is a clear sign of the growing acceptance and
legitimacy of the digital asset ecosystem.

But it is not only private banks that are starting to
RHOVHUYOBHVRED I QWHDORRDOD/HOVDUHDOVRO
BDNOO/RAE I040VIRDDUDQROIMAO DYVHWIRRQD
them are the Zurich-based wealth manager Dulac
BDSIMOAKRUHEH QRO ARHDOQMIORIBDHD
B2B and B2C digital asset services. Domino Burki,
managing partner at Dulac Capital, sees Switzerland
at the forefront of digital wealth management for
clients due to its expertise, favorable regulations and
business-friendly government. Another Zurich-based
wealth manager, Prevalor, allocated some client
funds to bitcoin.

HHVBHVOIRODYVHBDYDOOOEDMROKAHYIRIODOR]
gold. Dominik Zehnder of Kehrli & Zehnder in Zurich
A0V AV R RRH SR DVRO DO DDYH VAR QWAKRDOH O
educating himself about this new asset class. For

Sophisticated investors arrived
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him, building trust in custody solutions and service
providers is paramount before taking further steps
for his clients. This was a view that was echoed

by many other traditional wealth managers. For
BDSKDHORVIMOAKREDQDHYDYLQDHDBIORERHD
building knowledge is key. In particular, the lack of
longer-term track-records of investment vehicles is
DNHERQEHDQEIVD ROV INDAD D 0 BH KD VKKV
him that trends quickly emerge and also disappear
again. Only time will tell. In the end, trust will be built
with time and success. Mike Hobi, who is a partner
DBRXOQRDSINOHEHDUIBQEHA0VRAD DKRAVRBHD

of his clients built sizable allocations in crypto. Hobi
started advising clients, directing them towards
standard investment products such as ETPs with ISIN
OXPEHDVIKOVDROVKORHDVDBEEHVYDQOQEOXRYOIRQD
in traditional investment portfolios. Much like other
private banks, building expertise in crypto and digital
assets enabled him to attract a younger clientele.
(KHRH UORE RUS0 OVDRED QN VAR DOWBEDQD/HOVROD
[DROIOREHVMORSOODRO OO MEDDSODHSDQOOM
digital asset and crypto space nowadays comes at a
high cost. Digital assets are commanding headlines
and attracting the interest of leading investors, from
BDDOORRELD OHDAIVEVVREIDAMRDHEQD OO

US investor Carl Icahn. It is high-time for the wider
A0QDQEIDOVHERIRD ENQRZDHHRHERAQMD ORI
crypto and digital assets at the intersection of
A0QDQEHDOQREKQROR/HDOBEDOQD/HUVKDYHO
AXEOD DKM VRZ D DVEH 00 EO DH QWED BV DYOQM
their client’s assets as their main concern.

From ‘kill the banks' to native crypto banks

A key feature of technology-driven innovation

is its break-neck speed, accelerating the digital
transformation of businesses. This can be clearly
seen in the development of digital assets based
on a technology that is only slightly older than a
decade. The original idea of bitcoin in 2008 was
to create a decentralized payment system that
avoids intermediaries such as banks. The project
was strongly rooted in the libertarian cypherpunk
community in California and its credo was as
EDRKDVORADVUORSDH D HWN 0O OWE ED QN VIR
the emergence of Crypto Valley in Switzerland
from 2013 onwards, the community in Switzerland

M Alain Kunz of Bank Cler
says they are planning to
o8r custody and trading
services to its clients in
2021/2022.

changed its tone as it tried mostly in vain to open
bank accounts for their crypto startups. This was a
necessity as projects needed to pay salaries and bills
00ADWUUHQEIHVDORADHRUBQHEEHRDINRODOO
bank accounts. Then, with the emergence of the
A0VADSREDQNVOOBZIADODOOQBODDHAD

phase started, with bold new players entering the
UBXODRARDRMADOMRQDOBD QN OQAKHQRHED

Swiss regulator FINMA issued two new crypto bank
licenses to Sygnum and SEBA bank in 2019, the
world took notice. This was a key step that cemented
Switzerland's role as a true pioneer.

SDERKXRA VD BEHN HRBADVRO IMRQDOBDONYO

such as private bank Maerki Baumann and online
EDDNBAIMVTXRAMDOARRH D BEXVRD DO

trading services for cryptocurrencies. They were

shortly followed by larger traditional banks such
DVEKOOXVBHDEQEDUDDORDRAA0VRADOOEDDNVYARDAD
planning to enter the fray. Bank Cler, fully owned by

the Basler Kantonalbank, for example, is planning to

RH D 00 DYV H WA DYOERVROWD B 200 BO 0B QW

Kunz faces the biggest challenges not on the
technology side, but in legal and compliance.
Setting up compliant and robust processes is a
time-consuming endeavour and requires new
approaches.

P HVOHVRH D OQEDVYIBEXVRD QWO LOQIROO
cryptocurrencies, banks such as Sygnum, InCore

and Julius Bar are exploring the tokenization of

assets. Tokenization is expected to enlarge the
EDDNVE0OIMDAEDUNHRHE U OQDVARDODYLOOBDHDYODM
TE B BOA O BRAA 00 HAQVOYH BDENRBHD

operations, leading to potential cost-savings through
automatization by smart contracts. Jonathan Hayes

Sophisticated investors arrived
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M In a survey in 2020 by
Swiss bank UBS, the top
question asked by clients
was how much they should
allocate to bitcoin.

of bank Julius Bar sees the tokenization of non-
bankable assets, such as real estate, collectibles or
music royalties, as a massive opportunity. According
to him, blockchain-technology might enlarge the
universe of investable assets.

More banks are preparing behind the scenes
(KODOHREIDODVND DKOKO BUODND O REUVSREXD DHQEOHYDO
and digital assets, the two largest Swiss banks
receive more and more client inquiries about novel
digital assets. In a survey in 2020 by Swiss bank

UBS, the top question asked by clients was how
much they should allocate to bitcoin." Today, with
the exceptions of Maerki Baumann and SEBA Bank,
QROHRMEBDINRODOEDQNVLQEZIAIODDORHDO
active advice or portfolio management for digital
assets: therein lies an obvious business opportunity.
Many industry experts and crypto service providers
BROAUBHRDMERQVOEUDEBOHOQXBERDRHBADMYI
banks are working behind-the-scenes on digital asset
RHDOQWAQRAERQIMRQRDOROBOMEDQORDO
HEEXWHYDDDU/HUEDQNVKDYHBERQADBHBDBH O
DUHDSSO0NDDVRODRAHUVADWIKHQODDUHDO
banks perceive that valuable business might get lost
KHREH DD ENRDQRH D OQ/IRAD O EH HSH B0

that the adoption of digital assets will accelerate.
Once the blueprints are in place and best-practices
DUHBVDEDOVKHERE DB XODRUDDUHDAQDOEIDOO
IQVIRROVEDQHDVOIDDDBSXEDQIQKRYYHBHDOQJM
or alternatively buy companies with the respective
RHOOQJO

For the next generation of investors, digital assets
might be a particularly interesting marketing tool.

For example, it happens on a regular basis that the
bank is contacted by a renowned lawyer whose
client is faced with a crypto topic and shortly
thereafter also wants to talk about classical private
banking services. Mr. Zwahlen, CEO of Maerki
Baumann, sees strong synergies between traditional
S0 OVDRED DN ODD O OIRO DVYHRH U 0D WDWED OH QW]
prefer secure and easy access to a new asset class
without the hassle of opening a wallet or doing due
diligence on providers. On the other hand, private
clients might be an attractive source for new funds
[(RURHA0 DO BOQ[RMAT RARREUSREREREDQOHNVO

An additional obstacle for larger wealth managers

is that the emerging crypto and digital asset

markets - with their $2 trillion market size - are still

small, requiring upfront investments in technology,
processes and compliance. Nevertheless, it is a safe
EHRDVVKBHRD@HUHZD0OBHDRBODREH BBMO

soon as more Swiss banks join the fray, triggering
HYHQBRUEHEOODHQWDTXIDIHVIRDEAQDQEIDOODVIRBRQUD
to refuse to engage with digital assets became plain

silly in 2021.

B For Maerki Baumann,
the digital asset o8ring is
a strong client acquisition
tool, especially for next
generation clients, but
also for very wealthy or
corporate clients who
are intrigued by the new
technology.

Sophisticated investors arrived
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Many seasoned asset management industry
observers, such as Henri Arslanian of PwC in
Hongkong, see the nascent digital asset fund
industry as a repeat of the emergence of the hedge
fund industry in the nineties. It is no surprise that
many of the world’s largest and most sophisticated
hedge-funds are entering the digital asset space at
a rapid rate. 2020 was clearly the year when famous
investors and hedge-funds started to actively tout
bitcoin. Bridgewater Associates founder Ray Dalio,
the world’s largest hedge-funds with more than
$150 billion of assets under management, labeled
bitcoin as “one hell of an invention” and that he

is “...considering cryptocurrencies as investments
[RUDHBZXQVRHD OQEDOHQWAD RAENRQ DD IOV
REHEDVHBEHQREADBRQHD ' SkyBridge Capital,
DOHDOQJDREDODDWO QDWW HIQYHVRAHQBIBODHO
by well-known investor Anthony Scaramucci,
announced the launch of its SkyBridge Bitcoin Fund
[BVKOBKVKDDOB0RYOIHBDYYDKH QNDYHVRI VAR
an institutional-grade vehicle to gain exposure to
bitcoin in January 2021. Additionally, on behalf of its

BDVKOSKQUEN %0 OH D0 MMDADERVIMRQYD OXHD
at approximately $310 million in late 2020.2 Anthony
Scaramucci echoed many sophisticated investors’
YOHZVAKE QKEYD 0% AR 00V ARKIDRA MO0
[HVRQOVORZADQDVVHRA IQIQVROQDOCOED 3
Another reputable US investor that became strongly
bullish on bitcoin is Stanley Druckenmiller, who

ran several hedge funds and managed money for
BRO[HBRORV® He was joined by Alan Howard,

the founder of the UK hedge fund Brevan Howard
Asset Management, who backed the crypto hedge
fund One River Digital.> Another famous and highly
respected billionaire hedge fund investor, Paul
Tudor Jones, said that he likes bitcoin more than
HYHODAHDDHEDQRAADVINDQ OO He called bitcon
D/RODONHKHH DD OIQVRDEDMRO D QRH MVAMN
KROVHDQDAHDRDOMIQDWHVREDYKD

Such wide-spread prominent endorsement clearly
helped bitcoin and digital assets gain legitimacy in
REZOEDA0DDOEBIDDERREXD IANSCMBORDDOO
CEO Jamie Dimon's very well-known scepticism
about bitcoin, the bank’s analyst Nikolaos
Panigirtzoglou wrote in December 2020:

DZORRBEED/EREED DOIREDD DY IPRIDADEBEDDRDOEQYE QPROEROYIHUYEED IBZJEQUD

DE00BZYAND B BREEN B0 IE QA0 Y IRRIOID DN B INAIEZH0 OREDIRQIKQAH DO
DJIQDQBEIDOZIEEYENED 0B EI)YKRSHYEQAIRROIDED DAY HOXD IQ/URRKEDOD

DIZKE EOREN BUSRERBE 000 IRQDOIDHERO0 B DXENEQBIOD B UYDYAED BEUS0 DEE DEFRDEIBROD
DE&ROQBYNER B IBROIOND 0 DJH U IIEE: &D SRRD 05V D BN B BRHH EQEH B0 DOBRADUEBSRINV

DIZKE EOREN BUSRERBADROUERDROB VY DYKEDOS BYEIBRIQBRD B BD OB YE DEDYAE DU B IQREA0VID QIO
DB ORRBEED/EREED DOIREDD DY IRRIDADEBE DD RDOEQYE QPROEROYIHUYEED IBZJEQUD
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n late 2020, a buzzword started to re-
n appear in the digital asset community:

RNBQIDBROZRNHQIDMRDIVHADHDUDO
new, more agile and code-based form of blockchain-
based securitization or structuring. It can also
perform a similar function to funds and other

investment wrappers: It connects the underlying to a
smart contract on the blockchain.

In itself, it does not alter the properties of the
underlying assets, however it potentially makes
it more accessible to a wider audience in a
OHDBHOQWIMORUBDWRBEMXBEDDER
ZDXOXVHEQUARIIDODDEQRROIBBDONEDQO
industry players are working on the tokenization
or securitization of underlying assets such as
real estate, collectibles such as cars, art, wine or
shares of smaller companies. By creating a new

a0D0OEOIDOBRDUNHRD D DVRXERD BHRD W EDRENERDOQO

based and decentralized, Philippe A. Naegeli, co-
[RXOHUDODRKOHBOVOIROAEHURMBOQZARDODO

others hope that tokenization and securitization
will democratize access to valuables of all kinds.
Real estate in particular is eyed by many experts as
ideal for tokenization. An outspoken proponent of
the potential of digital assets as a new asset class
DODHZEQDOEIDO O D DVRKERD HOVERHUEREDRM
REBSROBRXUMBODRBHZKHROBHUKHDRID
investment banking at Vontobel Bank sees massive
potential in tokenization that will lead to large-scale
disintermediation. According to him, it will also lead
RDHZMREDOAQDREIDODHBRINYD

BBDODRRBSDOUHSRURHUBDEORVAHDODRRNO

at the potential of tokenization. It concluded that
private capital markets, which overshadow public
markets in value and growth and are dogged by
0QHEBOEHQREDTXHBUREHVVEYDYDED IBEDOHW
for tokenization.! According to Bain, the biggest
opportunity lies in private debt, equity and real
HYDRAIYH QRE DU U HO DN B DO B BIH QEERBSD UHRD
public market infrastructure.

D%DOQRRBSDQIRUOINOEVYHWED OYDAOD U N HWHURH D B DAVAGSR RO OMEYO

o K
MK

kI
MEMFMS

0D A0DOBIDODDYVHWD O OVROEXAOD HE OO
technology platforms will substantially improve
transparency of information, automation,
distribution and, ultimately, liquidity. Many of

the bankers interviewed for this report share this
view. They identify the biggest opportunity in the
tokenization of private markets such as private

debt, private equity and real estate. Meanwhile, they
remain more sceptical towards cryptocurrencies.
KB RESRODRD ORE O OYVH U B B0 QBD DDVERVIV
YDYOQWDOBRRDEDOUXOOM B BE O BHAWRDMIE DOVRD
BROA0BHEDEDSHUEBHDOQRRBESDOO

However, as tokenization sits at the intersection
REQDOEIDORDDNHWIDRENBEKD IQBWEKDRORDQO
regulations, it is faced with uncertainties ranging
from unclear legislation and competing technologies
to questions surrounding the trustworthiness
RIBBEHDIQMUBRVZRNEQODMROOIVORDAIODEOHD
that will make very small companies easy or more
desirable to invest in. Industry participants expect
breakthroughs in the near term in automating
ARONBRAVDODREDQDIQDDQIQADREDO
capitalization tables to share transfers and dividend
or interest payments. Digital asset platforms are

B SE BRRB0 0O[EH O HAWID B BIH QEDDERVWV
savings, accessibility and transparency. In addition,
the so-called “blockchain act,” a reform of several
Swiss laws, created an updated framework for

the tokenization of assets in particular, giving
tokenization projects a big boost. Upon entering
DORH H BND £ B OMOJH U HDEXDURIDRYA DO
projects. The crypto bank Sygnum, for example,
issued a tokenized wine portfolio in the form of an
asset token.? The other Swiss crypto bank, SEBA,

DJI0 B ZYEKOE [DSRED0D N EDHREK DA B DVAQSYYEBRE B OEQA0 HE0BRE QIZHYHEMYELD B QDO H IQERIEOIRIID RO IQYE UG DEDDD
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PRIVATE EQUITY ASSET VALUE
HAS GROWN FOUR TIMES FASTER
THAN PUBLIC EQUITY MARKET
CAPITALIZATION OVER THE

PAST TWO DECADES
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tokenized shares from their last fundraising round.?
Luzius Meisser of the company Aktionariat enables
Swiss companies to create Ethereum-powered
marketplaces for their own shares. According to
Meisser, this potentially enables traditional equity to
tap into certain DeFi features, such as decentralized
collateralized lending.

DJIQBZYEKBHEDEN A QIRN HOIVIH DO

Tokenization is still very much in its infancy, as
Mark Dambacher of InCore Bank as well as Philippe
BIDH/BOODREEQWRERQEDXHERAHYHDO
according to Dambacher, over the past few years,
tokenization has become much more standardized
and thus less expensive. He expects this trend to
continue. Tokenized assets will require a market
place and liquidity. However, these do not yet exist
today and will have to develop over time. At this
stage, tokenization cannot match the sheer size,
liquidity and breadth of the global stock and bond
markets. The real challenge is not the technology but
the creation of new markets with strong demand,
i.e. deep liquidity. This is very much a chicken-and-
egg problem that won't be solved easily. Alexander
Christen of Avaloq Ventures expects tokenization to
become a sizable market within the next 2-3 years.

Proof of ownership and capital markets

&Pg ownership of an asset can seem a
modest task. Yet, determining who owns an asset
is the basis on which all markets are built. In capital
markets, where companies go to raise funds with a
broad range of private and institutional investors,
the ownership of securities is established through
the custodian network, which itself relies on

legacy technologies and is heavily centralized. This
infrastructure therefore places great emphasis

on the trustworthiness of certain key participants,

INncore

swiss banking services

INCOore

swiss banking services

WV

MiPE CEO ICHBH
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PROOF OF OWNERSHIP
AND CAPITAL MARKETS

At the Capital Markets and Technology
Association (CMTA), tokenization is,
simply, the process through which an
asset is associated with a digital token
recorded in a distributed ledger, so that
the asset can not be transferred without
transferring the token (and vice versa).
At a fundamental level, tokenization

is therefore a process that transforms
the way the ownership of an asset is
recorded. In this respect, tokenization
can be compared to the issuance of
SDSHUERDMEDRMO

representing

securities: the paper
BHODMEDRNMDUHQRRE O

securities themselves,

but they serve as a

proof of ownership of

the securities.

namely banks and central securities depositories
(CSD). The trust is not given blindly: it is the result
RO OAED QMH KD DRUXNE VDX OWD QROROQM
supervision by regulators.

W K it if it is not broken

The traditional market infrastructure seems to
work well enough: with few notable exceptions,
this system has delivered on its promise to reliably
record the ownership of assets worth trillions.
HRADVIARV D 04EDDBDZED ENVRRAHYH UDOVV
due to the trust placed in few participants, it is
heavily centralized, which creates gatekeeper

B B BWEH ERQ O ERVIVRRSH U DD QRRVH O

costs are inevitably passed on to those who use

the infrastructure, investors and issuers alike.

That situation becomes evident when considering
SXBOOERHDIQUARVEODRA I0VH EXD DMEVRED SO0
markets investors, companies generally rely on
XQHDZDIRADVORAQDQEIDDIQVIRNARQVAKR D BV RH 0
A0VDAETXOU B DVRMMAYH BX U DME VB0 H D70 (A0 VD EBMO
RESROQRAHQBRRABDUNHW QO DVVXEKEKDADDO

a critical function. There are however relatively few
A0BVDENWHIQRIVEXYIOQHVYEHBDXVHROQMROVDO
complex and costly exercise.

How tokenization can shake capital markets
BVABKDYHVHBQDDHDADORMOQHBIAQEIQO
traditional capital markets stems from centralization
and high costs. Tokenization can address this issue,
because it leverages distributed ledger technology
to create decentralized markets. A distributed ledger
is indeed not maintained by a single operator, but
by a (generally large) community of users. The
decentralized nature of distributed ledgers limits
JDAN B HESH DB HBEWDVRHDXREHURERRSDQOHYD
that have access to the ledger can be far greater,
compared to the number of companies that have
access to a CSD. Further, validation of entries into
the ledger is typically based on technical processes,
without the validators having to know the details

of the underlying transaction. As a result, the
validation of entries in the ledger can be done
without a trusted intermediary, and hence without
a need for the costly regulatory burden imposed
on those keeping the legacy ledgers. The features
of distributed ledger can therefore be leveraged

to create capital markets that can be tapped by
companies that currently do not have access to this
type of funding.

A win for growth and for investors

Allowing more companies to access capital markets
JIVHVHQWHSUEHQHXUVERUHGHDEDD (DMRRA O
direction they wish to give to their company. Venture
capital and other private markets options can be
very attractive to some companies, but less so to
others. In recent years, Switzerland has generated a
large number of promising start-ups, a testament to

The tokenization of everything
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the country’s creativity and dynamism. If those start-
XSVEDQQRADKOQODMQEAIADDODOROIMEDIHD
ROOD B MIAUXBED UREMNROQVRID RADV O I4ED QW
SDURIAIVE RDWIODRDYHBH B QLOYD QB0 EUHDYOOM
the number of companies that become public is
also a net win for investors and their advisors, as

it expands the investment universe and creates
BROBOYH DVONDAODBRVYRDOVNEORADHVBHDKDEYD
more importantly, it gives investors an opportunity
to invest in companies closer to them and have a
direct impact on their country or region’s economic
development.

Switzerland’s head start and

the challenges ahead

In September 2020, the Swiss Federal Parliament
adopted amendments to legislation which

VEHEO04ED 000 H BRI IHVRAN B QOBVHBEXD N VKR QB AD
0ODZBOD D C4HVRH DA DRE QRIRN H QOB DYVHWD QO
provides a comprehensive legal framework to deal

with distributed ledger technology. Legal certainty is

a key advantage of Switzerland, but certainly not the
only one.

BZ0A00ODODOVRHEQ Y RVRAHBH 0B00 DRMMADX O HYO
governing the operation of trading venues. In the
European Union, for example, regulated trading
venues need to be linked to a CSD, thus rooting
trading in legacy infrastructure. That is not the case
IQBZIAIDDOPKHDHED QN VD QUHEXD INAYAD BYD
can operate trading venues on which securities
(including shares) are traded, without the need to
link the venue to a CSD.

R0 ORD%ADADMI BH BD MR ROV EVH B BXIWH O
committee & Attorney-at-law at Lenz & Staehelin

DHSREDYRKE BUEDROBERDRBIVYDQBHRQD
DHSREDYRKE BUEDROBERDRBNIVYDOBHRQD
DJI0DQBEIDDEIBEVERDYIN/DE0E BE R ME EUSRD BORQD
DJI0DQEIDDEIBEVERDYIN/DE0E BE R ME EDSRD BORQD

NFTS AND THE NEW
CREATOR ECONOMY

Maintaining scarcity and ensuring authenticity of
digital objects has been a challenge since the advent
of the internet. Digital items, be it a picture, song or
video, can easily be multiplied and shared globally
at the press of a button. Therefore, bootlegging and
ripping of copyright protected content has been a
problem for the music and movie industry as well

as for the digital arts in general ever since Napster
shot to prominence. Not surprisingly, blockchain-
technology, which can immutably authenticate
provenance and ownership, has been regarded

as a potential solution to various problems of the
art world and beyond. According to Andreessen
Horowitz, a Silicon Valley based venture capital
investor, the open and immutable blockchain

has the potential to foster the “monetization of
creativity”* and enable new ways of patronage,
termed as “patronage plus” as well as create novel
ownership models for creators and innovators.®
This lends much more control to the creators, and
therefore is highly interesting to anyone dealing with
copyrights, from the arts to music to book writing.
As the token can be transacted on the blockchain, it
also removes the necessity of middle men, unlocking
value to copyright holders. In addition, this could
remove entry barriers for younger collectors as well
as lending transparency to often very intransparent
private markets.

According to the Financial Times, NFTs, short for
non-fungible tokens, are “...lines of code, letters and
numbers saved on the blockchain...” In essence,
0I¥DOUHVOROODUREHDMEDWMRIRAQH DVKOSD
but, importantly, are not actually attached to an
underlying physical asset, or legally binding.”” NFTs,
in contrast to, for example, a bitcoin or other crypto
coin, are unique. From a utility perspective, one
bitcoin is as valuable as another bitcoin. In contrast,

The tokenization of everything
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a piece of art, a song or a house are unique.® NFTs in 2019. However, tokenization initially struggled

can represent anything from a song to a blog post RADYDOOXVHBEDVHVEQRIMOEDVBROMO

to a work of art. It is the representation of this item resurfaced in the form of NFTs. On May 25 2021, the

that then gets stored on the blockchain, making it trance music pioneer Brian Transeau, also known

theoretically easily transactable on the blockchain. by his stage name BT, released a 24 hour crypto

Or, as a16z puts it: “they are programmable and artwork that was to be shared publicly on a website

portable assets.” NFTs create a clear history of while fans and collectors could purchase NFTs that

ownership visible on the blockchain and therefore UHSDHYE Q@D OO B D4 EDARMMHDIUARDNOC In

ensure the authenticity, uniqueness and scarcity of March 2021, the leading auction house Christie’s

an item. As the token is, in fact, a smart contract, sold a digital art work by artist Beeple for an eye-

many properties can be programmed. These watering $69.3 million USD™. Christie’s commented

properties could be the co-ownership of an item, ROMADVRHADVRD VM RUDXERRQOKRXVHRBRH OO

also called fractional ownership, or provisions that DEXUHDOIMOARD NADRD XD OMX H I)7AH B ERIE OO

RHRDOTQDOEYEDRIAIODDHMOURRHAQDQEIDO DDA HERuUarantee of its authenticity, and to accept

in further transactions. cryptocurrency, in this case Ether, in addition to
standard forms of payment for the singular lot.”

During the ICO-craze prior to 2018, the industry Before Christie’s auction, a basketball dunk by

was abuzz with the notion of the “tokenization of LeBron James was sold as an NFT in February 2021

everything.” This has led to a plethora of exciting for a hefty $208'000 USD.'? Even the famous English

experiments by artists both around the world and artist Damien Hirst started contemplating an NFT

right here in Switzerland: The Swiss artist Johannes project in early 2021."3 Further abroad, NFT based

HEYDOUHDUHODHDVHDRR HQDHDURIRN B EAD BN O art was on display at Art Dubai as well at an NFT art

exhibition in Beijing, both in April 2021. According
REQUHDVEIAO RXQHDRDDADEEIAOO

Partner in Zurich, there was clearly a lot of frothiness
in the NFT market in early 2021. Nevertheless,

he believes that the hype around NFTs helped

2 1 S H A R E S shine the spotlight on digital art and new ways of
transacting art. Furthermore, it has attracted new,
younger and tech-savvy buyers. According to him,
blockchain-based transactions have the potential

| nve St Wlth tOta | to increase transparency and provenance, two

problems that have challenged the art market for

CO N a e N Ce 1N th e many years.The NFT boom clearly rode on the back

of rising crypto prices in early 2021. This speculative

C I"y ptO ET PS by aspect added fuel to the many experiments. As

a very nascent phenomena, NFTs face a number
2 1 S h a re S of obstacles, including the custody of physical

DEEREDVIAKHBD HDRUBERQRROWYDQERRQO

DEREDVINKH U B DRUBEBRQRBIIVDQERROO
DPZZEROQHVNBRBHAADDQEHZ0DO0EDDHDBOYHIOVHERXO RUERO
Artwork, 25.05.2021

DY77ERD OV VERBE HHE0 BYRESXVR.UHDRARYH U DYERE O
JORXOEDHDNIQDUWAIVERQXEHDBOBRO D D/HADVAHADVEKD B O OIROI
DURRDN MZHYHDEHDHDRKD V@O
DIIQDOEIDOUIBHYORBOEN VD DHED HDND[DEDU N BHAMRE DD BAQO
03./04.04.2021

DIIQDOEIDOUIBHYEIUVAD QUIIVRE BRSO DINUBEDODBO
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objects such as paintings, cars or houses, the lack
of user-friendliness and the regulatory uncertainty
VXODRKQUOMMHADDQBEIDDDVEH EUWR AN HOQVEQO
the aftermath of the ICO craze in 2017, it can be
HEHBEARDRHAQDQEIDO UHKODROVAID DVDORI
pay more attention to the frothy market and the
speculation surrounding it, as NFTs are often legally
ambiguous. At the same time, NFTs could address
many important challenges of the current art world:
authenticating provenance, bringing in a younger
generation of collectors and enabling a more artist-
OO¥YHQHBBERVVARKOODHRIVOHADIRODURDBYHQO
0IROZRUDBOKBAED IQIRUBDINRODODOW
collectors, it holds tremendous potential for pushing
REDURRD D DOREA DJH R MAH HERODO

younger generation, being brought up immersed

in digital worlds (or metaverses), digitally sharing
and recording experiences and emotions comes
very naturally, such as purchasing skins or weapons
AAIOD/DEHAIADHDOBROH KODHSRVVHVYOQDO
digital item is important, sharing and displaying it is
equally important to this digital-native generation.
JROWAH BEXU BKDVOQ MM EH U MaBEDAMRO T)FV0
comes easily as they intuitively understand that
digital memories or experiences have an intrinsic
YDOKH KEQ®H DU W®WD QNVHVBRE KOV

million USD painting at an auction in 2018, the event
was experienced by millions of viewers around the
world, in consequence making the painting and
performance a global sensation and, as a result,
more valuable. Just imagine if he had also minted an
NFT back then. And herein lies the power of NFTs:
capturing memorable moments and events through
D OO BH D MED WRAD RD Q BHRD QUD ERMIDRD D OO

From an artistic perspective, Kate Vass and her
eponymous gallery in Zurich, highlights that
historically, technological progress in the form of
new tools introduced to artists has impacted art,
giving the example of the impressionist painters
who went outdoors to paint. As with crypto art,

the impressionists were also not accepted among
the art establishment at the time. A similar pattern
holds true for digital or as she calls it “generative
art.” In her eyes, blockchain-technology has a strong
conceptual angle that challenges values and society.

NFT VOLUME HAS EXPLODED OVER
THE PAST FEW MONTHS

Monthly crypto art volume ($M),
November 2020 - March 2021

200
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According to her, blockchain technology provides
transparency as well as a new way to transact and
own art. It has the power to make digital art unique
and scarce.

Art lawyer Andreas Ritter, who also heads the Swiss
Art Market Association, sees a large opportunity
for Switzerland with its established art ecosystem
of collectors, galleries, museums and fairs. He
VRRQDEHDIHYHVADRHDHDROIKD DBKEDH DADRD
Zurich and Zug, has all the ingredients to lead the
art world into its digital future. As art has become
more digital and global in its creation, display and
transaction. At the same time, collectors and buyers
still demand expertise in both the custody and

XD O DMV E VY EHQRIDH D H QM @A &KO OVDEYDO
sale is a case-in-point for intermediaries still

having a role to play for the near future, as they
match buyers with sellers in a central marketplace
until more decentralized marketplaces are ready.
In summary, the fusion of the conservative and
discreet art market with new technologies can
propel Switzerland into a leading position in the art
world.The NFT boom clearly rode on the back of
rising crypto prices in early 2021. This speculative
aspect added fuel to the many experiments. As

a very nascent phenomena, NFTs face a number
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of obstacles, including the custody of physical
objects such as paintings, cars or houses, the lack
of user-friendliness and the regulatory uncertainty
VRO DRROOOQMAADDOEIDODVSH EMRRRNHOQVEDD
the aftermath of the ICO craze in 2017, it can be
HEHB EARDRAADDOEIDOUHEKODROIVAIDOVRORI
pay more attention to the frothy market and the
speculation surrounding it, as NFTs are often legally
ambiguous. At the same time, NFTs could address
many important challenges of the current art world:
authenticating provenance, bringing in a younger
generation of collectors and enabling a more artist-
0D OYHOQBERVVRARKOD HROIVDAANIDO DUROBYHQDO
OIROYRODBOKRAAEDIQARDBOONRODODOW
collectors, it holds tremendous potential for pushing
REDURRO O OO RAH DJH RMAH HEBRODO

younger generation, being brought up immersed

in digital worlds (or metaverses), digitally sharing
and recording experiences and emotions comes
very naturally, such as purchasing skins or weapons
PORNODDEHANRD HDOBROHKODHSRUVHVYODMDO
digital item is important, sharing and displaying it is
equally important to this digital-native generation.
JRORE BEXDBEDVOQ MMM BH UMD AR D D AMD
comes easily as they intuitively understand that
digital memories or experiences have an intrinsic
YDOXH KEQ®RHDUNMWDONVYHVBRE KOV

million USD painting at an auction in 2018, the event
was experienced by millions of viewers around the
world, in consequence making the painting and
performance a global sensation and, as a result,
more valuable. Just imagine if he had also minted an
NFT back then. And herein lies the power of NFTs:
capturing memorable moments and events through
DO BH D MMEDWRD D O BH MO QYD ERANMIDRD O DO

From an artistic perspective, Kate Vass and her
eponymous gallery in Zurich, highlights that
historically, technological progress in the form of
new tools introduced to artists has impacted art,
giving the example of the impressionist painters
who went outdoors to paint. As with crypto art,

the impressionists were also not accepted among
the art establishment at the time. A similar pattern
holds true for digital or as she calls it “generative
art.” In her eyes, blockchain-technology has a strong

M Art lawyer Andreas
Ritter sees a large
opportunity for
Switzerland with its
established art ecosystem.

conceptual angle that challenges values and society.
According to her, blockchain technology provides
transparency as well as a new way to transact and
own art. It has the power to make digital art unique
and scarce.

HEHVBRQDBHDIHYHVADRH U HDAIKXDIBKEDHEDO
with Zurich and Zug, has all the ingredients to

lead the art world into its digital future. As art has
become more digital and global in its creation,
display and transaction. At the same time, collectors
and buyers still demand expertise in both the
BEXVRD QUXD O IDMVHVYEEQRIIHDHQMMIRED
Christie's sale is a case-in-point for intermediaries
still having a role to play for the near future, as they
match buyers with sellers in a central marketplace
until more decentralized marketplaces are ready.

In summary, the fusion of the conservative and
discreet art market with new technologies can
propel Switzerland into a leading position

in the art world.
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p until 2017, ICOs were pulling in billions
m of dollars, issuing coins and in turn making
investors rich due to a huge increase in
price. This led to a massive bubble which popped in
early 2018, when the bitcoin price dropped from just
shy of $20,000 to below $4'000. In 2020, a new trend
emerged, this time with a new label: Decentralized
Finance or DeFi in short. It is a summary term for
BDOOHZBEORENBKDODEDVHEDRWH EVRDRE DO
QHZHEHQBDOLOHAQDOEIDOLORMDVRAKERIEDODODHD
BREOOHROQVHDYOEHVOQRARD INRRODOADDOEIDOO
IOXVRUXEKDYDHQOOMOOOROAQDQBOQHOO
OVRKADVRAXDHDS0QQOQRDOEZE0DQEIDDO
infrastructure with currencies, exchanges, lending,
0QVXODQEHDQODHYH U D/HI@H)IERESDQOHYO
backed by private investors in 2021, proponents
of DeFi hope that it will disrupt intermediaries or
DHOQWHHNEBOVOQAQDQEIDOEDUNHWEDHMDBDUNBW
participants directly trade with each other, enabled
by smart contracts.’

DefFi is a free-wheeling and unregulated global
ODERUDRURMHEZAQDDEIDOOD MDVAKERDHDQO
BRQBHEWD QDAVBE RIDHVKAQDQEIDOORDYO

BHREDMA U RRDERRROVXO MY [HHYVED DER B0
DUDDHZRHRIDREDDAQDOEHEDVHRORISHDO
source software without an intermediary.

It potentially serves as a fast and cheap alternative
to the traditional legacy banking system. According
RE D DBRQHAHBUUDRBDRM H EVRH O

Ethereum blockchain is clearly at the forefront of
this new and highly innovative space. It may be
compared to a Microsoft operating system for
blockchain that will enable many new applications
and services. Mark Berger of Scalable Solutions

sees the DeFi space as highly innovative, with an
average of 50 new projects per week in 2021. As this
QHEZADDOEIDOOD M DVRKERD HDXOQVORH VDRV
require deposits as the classical banking world does.
BOERDOVHTXHQEHRIVOHZDQEREHEDVHAQDOQBIDOO
00D DYRKERD H OV DVAD DQBRUH B EDHQRD QRED

DIIQDOQEIDORIBHYEN0IBRQED DD HBHMRQBD SR REVRIND XS DQBHD
DIIQDQEIDOROIBEVEIDODORDDODHVED BN AQEDSRDVVERWEKDQHD

l

150 (KD
2020 [fff

legacy banking world. At the same time, however,
HIDOVBSRVHRKD BN DD OUXHVROBURAD

lacking quality of many of these new DeFi projects.
This leads to risks that could result in a total loss for
investors, according to Mark Berger. He foresees
most of the DeFi activity occurring in Eastern Europe
as well as Asia, with Switzerland being mostly
absent. According to Alexandre Ferreux of Taurus,
DeFi is very promising due to its attractive interest
rates on stablecoins versus comparably low rates
IOBOINRODOADDOEHHD D HXVXJHYWRDRHDS0
in interest rates can be partly explained by smart
contract risk. Nevertheless, the rapid rise of DeFi
has attracted some scammers, and Ferreux warns
that the fear-of-missing-out or FOMO often causes
investors to be less careful, which could result in
heavy losses for non-cautious investors. In addition,
the decentralized and algorithm-based nature

of DeFi also raises questions about counterparty
risk, or even more profoundly, who the actual
counterparty is.

Currently, DeFi is very small in comparison to
BOINRODOAODOEIDORDUNBAWIEERDIQRDDDOVRDWY
JPMorgan, the DeFi market has grown from around

$15 billion USD to $65 billion USD since the start of

the year.2 This is an advantage, as regulators are not
paying much attention yet, thus there is more room

for innovation and experimentation in the space.

Many supporters of DeFi see the rise of a new,
decentralized, code-based and rapidly evolving
A0DOECDDOD M DVRKERD B DYDORESRIRD 0BV
the same time, the decentralized, open-source
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and unregulated nature of DeFi raises legal and

TOTAL VALUE LOCKED (USD) IN DEFI regulatory questions that might impede wider
DREPRDHEERD OO MRED DV D [HE MK H B BRI H O
858 , director of the Multichain Asset Managers
508 / Association in Switzerland, DeFi is highly innovative
and remains, at least for the time being, an
::: EQUHE[RODBEDUDDOHDARIDRAD INRYDOAQDHEH
e n/,.l (KODBVYRBHOQXVRASH DWIH HE)DDYDKXHO
fos 2 )¢ RESROURDOIRBRAUOQUIEDOBAEROWBOOORADDOQBHD
58 /VVM‘ others are concerned by the lack of regulatory
P oversight. The jury is still out on DeFi, and time will
~———-/' tell'if it truly fosters innovation or only follows the

Mpo. Mpo  Jgo  sko  Npo Jm M path of ICOs into obscurity. It remains to be seen

how regulators will react to this innovation at the
IQROVHEMRQREORENBKDIQREKQRORDOQAQDOEBHD

BHGXREIKNVDONVENVEXWIORRNY

< SYGNUM

Sygnum offers two industry-leading asset management products designed
to provide intelligent exposure to the unfolding digital asset megatrend:
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he large volatility of most cryptocurrencies
. render it not very useful as a currency

for daily transactions. In January 2021,
for example, bitcoin moved by 20% within a few
minutes due to a tweet by Elon Musk. Musk became
RE ERVINSRDIMY D BXH O EE D R[BDSRE0 DEHYODO
2021. However, for a currency to function well, it
QHHBVRRHUS0 IEHVRELID DDMB%EBKOH [HERQRBOVIV
Jason Donovan emphasized in a video. A potential
remedy are stablecoins that are tied to underlyings
VXBKDVEDWUDHQBIHVRURODORAUHRDHDHRERD
YRODND 0BRED HEROQUD UHAQHODBAHRDZKHD
BREBEIQHRHUXSSRVH HEOH QER MO DVVHIV
DO QVHEDAIRAHSDOYDERHEHQBDOOMHAQDQBRD
and the security of traditional asset values.” One of
the most famous stablecoin projects is Facebook’s
stablecoin initiative Diem, formerly called Libra.
Initially based in Switzerland, it moved its operations
to the US and abandoned the idea of an underlying
BDVNHRIDHDHQBKD DHQECHVMROHO REXVIQRQRHD
US dollar.2

At the same time, central banks from Sweden

and Switzerland to China are experimenting with
VMO HBRODERQAKDDMROVRMADDRADRIBHD
Central Bank Digital Currencies or CBDCs. According
to the Financial Times, studies on CBDCs: “...are
under way at 86% of the world’s big central banks.”
Central banks are particularly interested in the

DJIQDQEIDOZIEBYERE0E BRIQVEIBR QKO UKEA0 HRDED DIV
DJD0OB D BRE)D BH ERRE [H BEUKIMARSH U DIRQYIDRBEZIAD O D QREEN
DJIODQEIDDZEE VNI BED0 BQEIHYERORRDHSHUIBEDN
DJI0DQEIDOZIEBYIIROEXD DB QEIHVEROBROBSBDIBHON
DJIODQEIDOEIBEYEREDE BRIQYEEYE B KD DUEIENDAD D QUHR(T

“programmable” aspect of digital currencies that
MRXODOORIRHBRED R/DDBYSH ENEBHE DR HYMXBKO
as automated payments. The underlying technology
might be similar to decentralized and open source
blockchains such as bitcoin or ethereum, however,
as they are government-mandated, they will most
likely be permissioned and centrally controlled legal
ROHDRHRYDUHOIHDBHQREDSREXD UHQEOIHYD

as they represent a claim on a central bank.* It
UBBDOQVREHVHBQKRAHDEVAHRALI0 DAND R

RH B ERVVARR MO IRODOADMUUHQEIRYDOO
decentralized cryptocurrencies. Stablecoins have
already irked regulators, with the Bank of England
stating: “For stablecoins to be used alongside
BRERHUEBEODOEDQNBROHRHBD QN BXVAA YD AR
that they are safe ... and they must not rely on
making promises that they cannot guarantee to keep
over time.”

Stablecoins or the new central bank money
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INTERVIEW WITH THOMAS MOSER,
PRESIDENT OF THE SWISS
CENTRAL BANK

IKDNWRUHEROWUDORONEY
PUBWKHGLRUHONVIOREEVENVREXOUHORKHNY

A Central Bank Digital Currency (CBDC) is money
created by central banks, very much like cash. As
a liability of the central bank, it is risk-free money.
Bitcoin and other cryptocurrencies are created by
computer programs and decentrally managed by
computer programs. In contrast to central bank
money, cryptocurrencies are not a legal tender.
There is also no central institution managing the
money supply in order to achieve price stability. In
contrast, cryptocurrencies are highly volatile, which
impedes their usefulness for payments. Stablecoins,
in turn, are trying to solve this problem by linking
their value to the price of a reference asset,

ENVDORXUWUROELRYDOG

HYSHBOIDOOADBU U HQEBIRVUXEKDVRABERODODUUKHD
RRVEDYHRHVDBRHOQED RO D VN RD DR RARRODMO

have, but, in contrast to CBDCs, most stablecoins -
particularly the most popular ones like Tether - are

sed to credit- and liquidity risks.

P
\A‘“"}A{‘

Wat advantages do CBDCs o8r

This has not been conclusively answered and is likely
ROHDMREERXOBRERKDBEN IRSRUBORN

separate interbank or wholesale and retail CBDCs.
(KROHVDOHRHRVDUHRQDDYDOODEDHRAQDOBIDODDO
institutions such as banks. If in future more and

more digital assets were traded on the blockchain, a
AKRRDBVDOHRHRARXDRHUBEDYDQWHRDOIOIVNO
free means of payment.

There are more than 77 CBDC projects
worldwide. How do they di@r
OREDODBHEDMRUDRIBIRWHBEWD DBHAKROEUDDHD
CBDCs, while only a minority of projects focus on
UBROOYEOVOIRQVIRKE U HZBEBHSMROVEDOUDDOO
BRXQWOHVKDYHEBERQAD BHRDREA00 DD ERD OO OVVXED
CBDCs. Most projects are still in the pilot stage, as
many central banks want to better understand the
pros and cons of retail CBDCs. In addition, there are
DH/DDOIVUXHVREHDDBHYVEADYIV

How does China compare to the EU and the

us

China is already very advanced with their pilot CBDC
SURDDBEANIODSUREDED BHBHADVIYD UJHBRXQMBO
to issue a retail CBDC. This was most likely triggered
by rapid changes in the payment landscape initiated
BH&KDDOBDOSDRRIQDDMESDBHQW

sector in China. These Big Tech Firms are primarily
focused on gathering valuable data and less on
providing payment services. The Chinese central
bank is aiming to win back payment transactions
through CBDCs. It can be expected that the Chinese
government is also interested in the user data
generated from CBDCs. In Europe as well as in the
US, commercial banks are more dominant in the
payment sector, and cash also still plays a more
prominent role. However, the Facebook Libra/Diem
payment project acted as a wake-up call to corporate
as well as central banks.

Stablecoins or the new central bank money
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Apart from the question, “what would a CBDC mean
[(RURHEDQNCOWHERIED VD ES0RAEMRQOVDBDOQD
concern. In my view, central banks should address
data privacy issues early on and make privacy a
design-feature of CBDCs. This will ensure long-term
acceptance of these new instruments and generate
trust in central banks. It is important to protect
citizens from data abuse by private and commercial
actors. Technological advances have tremendously
increased the capabilities of governments and
corporations to collect and exploit private data.

Wat are the Swiss National Bank’s plans for
CBDCs

(HKDYH QRSO DQRIVVXH D& %R IHYHURH O HYYO

we are currently working with SDX and the BIS
Innovation Hub on a pilot project for wholesale
CBDCs, termed project “Helvetia.” The second phase
of the project will start soon and includes cross-
border payments. The report is expected to be ready
by year-end. Our advantage is that we do have a
production-ready platform with SDX. This enables

us to do a very realistic trial.How is Switzerland
SRVIMRQEDREDODAKHQIAREEHVROTN DVVHWM]

Switzerland is clearly among the leading countries
due to its pioneering legal and regulatory framework
as well as its universities and strong business
ecosystem.

How is Switzerland positioned globally

when it comes to digital assets

Switzerland is clearly among the leading countries
due to its pioneering legal and regulatory framework
as well as its universities and strong business
ecosystem.

Thomas Moser is an Alternate Member of the overning
Board of the Swiss National Bank. Before joining the
BYIMVIDIRODDOBHDONUIODUHEBYHDQODERDIOQO
KEADYDQ(H BRI E D0 B BRDDREMAIQDIRQDOO
ORDBROUKQMINDDVKOIDRDRED IAGBRAMI

He holds a Doctorate in Economics from the University
of Zurich.

Stablecoins or the new central bank money







THE SWISS DLT ACT

In September 2020, the Swiss Parliament
adopted the Federal Act on the Adaptation of
Federal Law to Developments in Distributed
Ledger Technology (DLT-Act). From a technical
point of view, the Swiss DLT-Act is designed

as a blanket act that provides for selective
adjustments in a total of nine federal laws,
VSDOOQLOAURREINODODARADDQEIDDEDUNHW
DDZDOODVROYHDBD DAMRRAINDSSURDEKD
the Swiss legislator consciously refrained
[DREBEUHDRMD)DUSHBOAEAEKOROR[DDARDMO
digital assets, the popular path taken by
MHABEKAQVALOQOEUDOMIRUODOWRUBDRSDHD
In fact, Switzerland's technology-neutral and
principle-based approach can be deemed an
advantage in that it can easily accommodate
the ever-changing technology. The parts

of the Swiss DLT-Act that amend Swiss civil
law entered into force on 1 February 2021

and enable the introduction of ledger-

based securities, which are represented

on the blockchain. The so-called register

XD BH U'é BDWAE BX D DA YD U B BB DARKE QD
entered into an electronic register that meets
certain requirements regarding functional
safety and integrity, as well as transparency of
information for the parties involved. The legal
innovation is that the entries in the electronic
register have the same functionality and

entail the same legal protection as negotiable,
paper-based securities. These civil law changes
generally increase legal certainty regarding
the transfer and holding of digital assets in
Switzerland and, thus, foster the general
adoption of DLT as a new way of issuing
A0QDOEIDDOQVRXBH QW]
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The remaining provisions of the DLT-Act

enter into force on 1 August 2021. Amongst
REH DVRHODRRXEHDDHPADDOEIDODBDDNEHW
infrastructure authorisation type, the so-
called DLT trading facility, which will allow

the multilateral trading of digital assets also

by unregulated end-users. The introduction

of the DLT trading facility will mark an
important milestone in creating a unique,
sustainable and functioning infrastructure

for digital assets in Switzerland. Last, but not
OHDVRRIHBEMYRIOBRKEBHVY O CAED DIV
EODDAEDIROVREAIMUODVROYHDBEDQED DN OO/
law, setting out the requirements for digital
assets to be segregated from the bankrupt
estate of the custodian. In bankruptcy,
segregation will, in particular, take place
whenever the digital assets can be individually
DODREDARDBO OB QIAKD ODVH D EDIROQO
MIODEBHHBHBHUXBIE DRKMDODRACODMRAD
on-chain pooling of digital assets, which can be
seen as a further milestone for the industry.

All'in all, with the introduction of its DLT-Act,
Switzerland remains at the very forefront of
legal and regulatory development in the digital
assets space around the world, allowing it to
continue to develop as a

leading, innovative and

sustainable location for

the issuance, trading and

safe custody of digital

assets.

BIBYARKLL.M. (NYU), LL.M. (NUS)

The Swiss Distributed Ledger Technology Act By Tina Balzli
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lockchain-technology has, in its twelve years
E of existence, progressed at an incredibly

fast pace that surprised its believers as well
as dazzled its critics. Nevertheless, it is still a nascent
technology that is constantly developing and on a
continuous path to wider adoption and new use-
cases. As with any new technology, adoption does

not happen gradually but in leaps and bounds,
including many upsets on the way.

B According to uido
Bhler of SEBA Bank,
wider adoption as an
asset class requires three
elements: origination of
investments, distribution
and trading. Particularly
for large institutional
investors, the absence of a
large regulated exchange
is a big stumbling block.

For large investors, digital asset infrastructure needs
REAERPHBRUHDREXVBRRS0D 0D D) H BOH WV

Among the more than 80 interviews with experts
and practitioners conducted for this report, several
obstacles were highlighted. Many of them require
DOOOKVRDDHBERVYARALHBRIBDARD VW

all stakeholders: from developers to investors
DOMEBADDOEIDDODVIRAIR VR H KD DROVIAKE O
various components for a leading ecosystem, from
custodians to trading venues and funds, require
DWRIDARDAODEDHEVED UBHEIVDDRBRODODO
thoughtful regulator. Regulators in particular are

DEZZ0ODRERB%EZD U DBIPRIDN QORDRDXOODODHOI
DJIQDQEIDOZIEHYEEED QNYYRIBHEDXIRDRYE DO IQ/IQBUERD

expected to play a larger role in the future, balancing
investor protection without strangling innovation.
(DA HXO DROVIVRERHBERE D BDQDORKOIQDO
paying closer attention, the days of operating in
REVKDRAVD U HRQ HIAIWE D DOV IND R U SR
Valley, Switzerland is uniquely positioned to build
out an even stronger ecosystem that will provide a
fruitful base layer for a steadily growing industry at
RE IQWOVHERRORMODOEHDORWEKORORBBROD[M
everyone interviewed, there is agreement that this is
DVMRODARDW

Banks are warmly welcomed

For several years now, larger Swiss banks remained
cautious towards digital assets and cryptocurrencies.
BODDHVHDUBKORMOQIDOXDR%GEH DR
Management wrote: “In our view the price of
cryptocurrencies can drop to zero if a new and
better version appears or when regulators step

in.”" Similarly, large US banks have so far shied
DZDIRBD BN HORH D O0O[HDSRUHUYOERHYDYD
HEHBSOLDAHBHUODQORQIKDDREDONRERHDOEDYO
statement that: “Currently, we do not lend against
cryptocurrencies and do not bank companies whose
primary business is cryptocurrency or the facilitation
of cryptocurrency trading and investment.”
Nevertheless, senior executives of large Swiss banks
privately admitted that after a period of hype and
money spent, blockchain technology has as of yet
delivered little business value and they largely
remain on the side-lines, watching.

MUHOOYHVROVUXBKDVDRIOREHVED HHDRA O
convenience of having a select number of custody
relationships with banks. In this respect, the lack of
wide-spread custody and trading services among
the large Swiss banks remains a challenge as family
REBUDQAEHDOD®BDQD/HUVKDYHRDRRNROO
specialist providers, adding a layer of complexity.
Establishing new custody relationships for digital
assets is often seen as too cumbersome, as many
[DROOREHVDQZHDD®WEDQD/HUVERIDARKWV

In addition, banks are still very much occupied

The road to a wider adoption
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with regulatory projects such as MiFID Il and other
new regulations. This limits the bandwidth for new
projects.

M Eric Sarasin, who
co-founded the St.

Moritz Crypto Finance
Conference, observed that
many Swiss banks have
remained very sceptical
for a long time - however
this is changing.

A concern often voiced by banks is the lack of legal
DOOUBXODRUBH D IMIDRI RXDRH DA SR
conversion. A global and decentralized blockchain
often sits uneasily next to a highly centralized and
RAODORDODOADDOEIDOUAKODMRDERAVDEHDBRHD
regulators and central bankers in the US and EU,
such as European Central Bank president Christine
Lagarde, are voicing their concerns about illicit

DJIQDQBEIDOZIEBYEDYEDED DN IDEDOEDSXYKHYRIVAOQE QBRI SAUEIBED

activities in the crypto space and are asking for

tighter control. According to the Financial Times in
June 2021, for example, the Basel Committee called
for cryptocurrencies to carry the toughest bank
capital rules of any asset, arguing that requirements
for holding bitcoin and similar tokens should be

far higher than for conventional stocks and bonds.
Among risks it cited were market and credit risk,
fraud, hacking, money-laundering, and terrorist

B0DOEIOID

Overall, Swiss banks publicly remain sceptical,
pursuing a “fast-follower"approach for the time
being. However, this is changing already: digital asset
specialists such as InCore Bank and Bitcoin Suisse
BROA0UBRHDODODBEDHDVODIORMOHVIRREBVDEDOMKAD
A0QDOEIDOLOOVIRQVIDUEDBEDEKHDR&(BRIM

the Swiss B2B service provider InCore Bank, is
adamant that large international banks have to join
WA B ERVVARR U KURHUDREMNRO TRRKWAH B0

the digital asset space will remain a niche. Lothar
Cerjak, head of institutional services and products

at Bitcoin Suisse, believes that in 2021 additional
PHOONQRZQEDQNVAIODREDEXVRAD QWO OQ/
[(RUBUSREXD D H QEOH Y IMAK O OXV % 0% DN RH D O0QJT
custody and trading since early 2020 and Bank Cler
preparing for a launch this year, this seems to be a
fair bet.

[l¥eRdturrency.

Revolutionizing
Maney and Finance

[Aww.bitcoinsuisse.com

b Bitcoin
0P Suisse
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M Joachim Nahmani,
portfolio manager at
Lemvi, who manages a
crypto fund in Switzerland,
confms this: “The

biggest challenge for

us is correctly storing

the private keys. This is
also holding back larger
institutional clients.”

CHIK

The unique property of crypto and digital assets

is that they are in certain aspects similar to cash:
whoever holds the private key can transfer the
assets without restrictions. This poses a problem for
anyone safekeeping digital assets for clients.

Due to the unique nature of the private key, in
essence a code, safely storing as well as transferring
them can be tricky. Dr. Claudia V. Brunner, lecturer
DOUDUH ERURRIHYOIQRAARHODRHERORROAD

crime at the Lucerne University of Applied Sciences
and Arts, describes the three most common cases
of fraud and crime in Switzerland in relation to
crypto: First, most often, victims are lured to transfer
funds to fake stock exchanges, where the money

is embezzled. Second, criminals get access to the
private key, for example through malware, and then
remove funds from the victim’s wallet. Third, in rare
cases, crypto exchanges get hacked and again, the
money is embezzled. According to Brunner, these
cases highlight the risks involved in self-storing
wealth. This is where traditional banks can deliver
JOHDWDOXHBRH U COEXVREHDMOBRYO

From a wealth manager point of view, the custody
VHOYOBHVEXRDDHQBRHDHDUHVID DRROOBIADYRQDO
large tokens are supported.

Nowadays, Swiss service providers or dedicated

banks such as Custodigit, Crypto Storage, InCore
Bank, Metaco, AlgoTrader, SEBA, Sygnum or Taurus
DUHRHOUOOQWSHEBIAEVHDYOEHVDQVROXMROVIRODRAD
safekeeping of digital assets.

Bitcoin's original aim was to create a new means of
payment without middlemen, removing the need
for banks for storing assets. In the spirit of “doing
away with the banks,” bitcoin gave full control of
its assets to the user. However, this also means
that investors need to ensure the safe custody of
funds. For institutional investors, this presents a
large problem, giving rise to professional custodian
and custody services from traditional banks. This
is clearly not what the inventor of bitcoin had in
BOQOHYHD®WA O HYYOWKRAVRDBH UHOVDBOHRE
between safety, control and convenience, and it is up
to the investor to decide what is best for him or her.

M Santiago Pazur of
Triaxis, a wealth manager,
would prefer if large banks
such as UBS and Credit
Suisse would o8r custody
services, for simplicity

that is.

rowing institutional demand

Bitcoin, the oldest digital asset, is only thirteen years
old. It has seen enthusiastic adoption in a global
retail community. However, only in late 2020 did it
manage to achieve a wider recognition from hedge-
[KOBDODHOVDMEIDREHVDDRAHADVRDEHOQW
SURYOHOVIADBDUNHBDSRIDSS0UROBDAOO

one trillion dollars, bitcoin is, in relation to global
A0QDOEIDOBRD DN BHWIND O IQV 0D 045D QIKE D OB IWO
volume is a barrier for larger investors allocating
sizable amounts into a market with a limited liquidity
and volume.

The road to a wider adoption
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On the other hand, according to Marc P. Bernegger
RIRUSRIID DD EHAAA0 VR OVYEH QUIRDEQYD

are already allocating to crypto funds. This is highly
encouraging for the entire industry, or, as one
industry expert put it: “the crypto train has left the
station.”

In such a nascent industry with a growing number of
players, it will take more time to have products with
such a track-record and size of $100 million USD
available. In addition, investors used to brand-name
service providers, the absence of these in the digital
DVVHRERVVARIOVD KOWA D DOVNDERD KHODBDYO
traditional administrators, custodians and auditors
are slowly building their digital asset and crypto

VHOYOBHRHD OO HZEDEDAOTRO DYVHRDOO
service providers are slowly building a brand name
and improving their service quality.

AYHODDODDVRAOINRQDODAQDQBHIMUMORADDSSURDBKODIM

this new digital asset sphere, both sides will learn
[DRBHDEKRRADUDQOBSD RYH @A OURH D IQVRYHDO
time.

Knowhow required

A common theme among investors interviewed for
this report is the lack of education and professional
research on this rapidly developing ecosystem, as
JDX0OQDROREBUR/DABVYOYER&DSIM RUSDRYIRDYO
VXBKDVRUSRRROVXD D[RO % OARODEXOMVHEDDBHD
The lack of understanding and education is a
considerable roadblock to wider adoption and will
N EDERDBEHOQBORAH ERVVARBRURBYHUEBERBHDO

[TRIRA K OJKH UYOM 0800 ORMTIMO DVVHEWRRDHED QO
more investors that were interviewed for this report
are starting to educate themselves about this space.

For a technology that was built to “kill the banks,”
bitcoin and its brethren have come a long way. To
outside viewers, institutional adoption, basically
the inclusion of crypto and digital assets into the
BOONRODOEHDBOOLOHAQDQEIDO O MDVRKERD HOVDO
bit of a contradiction. However, as with many things
in life, there are more color tones than just black

or white. According to Katie Richards, CEO of Cyber
Capital, institutional adoption will be instrumental
in giving more legitimacy to this new industry and
enabling the maturation of digital asset markets
around the world. It very much looks like the
DOONRODOAQDDBIDDDDXVBALD OER B OVATRITAI

s

ADVERT
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new, blockchain-based and decentralized younger
sibling, at least for a while. This is more about
evolution and less about revolution.

M For Swiss One Capital
traditional service
providers are struggling
with the always-on nature
of the global crypto
markets that operate on a
24/7/365 basis.

The regulators are paying attention

For many traditional investors, regulatory risks for
digital assets, particularly with regards to money-
laundering and taxation, remain a worry. According
RRH DB B OQWREDORDEREHHIKQEHEROW

2021, 82% of investors cite regulatory uncertainty
as the biggest barrier to investing.*BKOMOMD B BH EAO
by the many concerns among asset and wealth
managers entering the space that struggle with the

ODENREOHDUDHEODMOORUIREDUDERRESHOYHBOHD

Asset Management spoke for many when he

voiced his concerns about illicit activities enabled

by cryptocurrencies. Fred Devillard of the private
bank Bordier & Cie. would similarly like to see

more regulatory clarity, such as FATCA (US Foreign
Account Tax Compliance Act) and CRS (Common
BEHESROINDBERODUODUNXVEREDHDR(PRID
Zurich-based Neue Private Bank, regards the risk of
regulatory intervention in digital assets as a plausible
one. According to Chris Thomas of the Swiss online
bank Swissquote, key departments within some
institutions still lack a comprehensive understanding
of the crypto market and of quality brands in the

DORBDDRDEREHHKQEHSRD AR (DARRAVVHND QD/HRHQBDO

M Janne Fazio, who works
at a single family ofe,
stressed the point that
more education is required
in order to bring in more
institutional investors.

ecosystem, and have the impression that too many
scams exist. Recent incidents have demonstrated
that these risks are anything but far-fetched.

(RGN REN B IND[ED SRE0 DBH VD ORRIBH ODO
coverage and social media postings by Elon Musk,
digital assets started to attract the attention of
regulators around the world. Speaking at the
Reuters Next conference in January 2021, European
Central Bank president Christine Lagarde said

that bitcoin has conducted “some funny business
and some interesting and totally reprehensible
money laundering activity. ...And there have to be
regulations and this has to be applied and agreed
upon at a global level.”> In early 2021, a freshly
elected treasury secretary Janet Yellen voiced
BROBHDQUDERKA RO OVAD DQEIQMOERQDHEMRQRN
cryptocurrencies: “The technologies to accomplish
ROVAD DRO OVND DQBOQ/BKDQ/HRYHDINREDQRRD
need to make sure that our methods for dealing with
REVHBDRDVAIRABKRAL DRO VA DO BIQEKDOMHO
along with changing technology, cryptocurrencies
are a particular concern.” Crypto trading and digital
DUVHWIDHEBEOEDOORQBDQUHKODROVDHQDDOO
HOVOHURHQHZEKDODRMAHBEEH BXUOMEYD QO
Exchange Commission (SEC), stated in early 2021
that the crypto asset market could do with some
more regulation, urging legislators to draft new laws
that will put crypto markets under the watchful eye
of the SEC and the CFTC.” In the US, bitcoin and its
peers are currently considered neither a commodity

DERUANAD BXAMIVERBD DO B RVBD SREXD 0B Q BB BBER BBV DD UBBDOOVIRD IVE KO DIND [BOMR DOV KO O BXY 00 BWV D86 [E, 0880
DRROIDHVNERBIDQHMOHQBDURDEREXDUHQBIHVADHDRRQBHDQIQEEDURD VWO DQEIQM

DIQDQEIDORA0RHVIDBKRNHRD ISVATRED SRIQEXDVIRQYD
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nor a currency, therefore putting them outside the
UBDBKREBBQDOEIDORDUNHBAXODROIVEQODO
the European Central Bank lobbed a grenade at the
crypto crowd by comparing crypto to “tulip mania”
and the “South Sea Bubble.”

M Ulrich Sauter, a lawyer
active in the blockchain
space, saw the frictions
that a global decentralized
blockchain-system
without a clear territorial
representation can create
in a highly territorial world
of Bance.

The sheer complexity of emerging DeFi projects
poses a huge challenge from a technological
perspective for both regulators and lawyers alike.
The nature of decentralized and blockchain-based
00 DYVHWI DU B DAaNIRND B OVIND A0 0D 0RO O0DOO
regulatory frameworks. Unless there is more clarity,
as many industry stakeholders demand, wider
adoption will be slowed down. DeFi is a fast-moving,
opaque and very algorithm-driven ecosystem that
challenges basic legal frameworks such as single
counterparties or entities being domiciled in a
EOHDUDBADHDREDMRDIKURHUBRRUHRIVDREDOO
decentralized and code-based ecosystem does

not always show strong interest for regulatory

and legal frameworks, claiming to operate outside
REDHXODRMRQURMD IRQDDADDQEHIRDBAD
community is still very proud of its libertarian roots.
HNBXODOHZDROMADROAQDQEHVBRDDDOVEDQD
by fast-iterations of code and algorithms, leaving

DIIQDQEIDOIBHVEDSREXD DEQEKROHDVNHRQBHQBDDEDQNVDREODEHDODO

DERIDHVNERBEQVOHBDUDIRABH QD BHB(REKDI0BDQERXAMIMO

legislators and regulators scratching their heads

about how to best tackle this new infrastructure.

Regulatory approaches to cryptocurrencies and
digital assets vary around the world.

IRDDHZDEOR VRO RO IQE0DEHDDBAEBE0

there is also hope for a more pro-innovation
DSSURDBEKRADDODEHIKHDHZB(R.EKDOIDRDODOO
HOVOHORUHDBSDHAKRED HYORXUD DK/KDERKWNV
cryptocurrencies and blockchain at MIT, is expected
to be friendly towards digital assets.’ However, as
recent remarks by him showed, he is not naive.
[RRH T RAKR [BH 0RO DVVHRERVVABD QO

KA HOQBREDRYOIHDVIDREROINRODOAQDQEHD
regulators and central bankers are forced to

take a closer look and build competencies, often
playing catch-up with limited resources. Ray Dalio
of Bridgewater Associates summarized it well at
the Consensus 2021 crypto conference in May
2021: “The biggest risk for bitcoin is its success,”
highlighting that with its growth, the digital asset
industry is attracting more scrutiny from politicians
and regulators. This increased scrutiny also led to
a bigger focus on the taxation side of the digital
DUVHBRRRIKIOHBAIAIDDQRHDIVDDREXVQO
transparent framework on taxation, the US is still
grappling with how to best apply its tax code in

B Mark Branson, former
CEO of FINMA, clearly
stated that technologies
must not be used to
circumvent existing
regulation. Same risk
requires the same
regulation.

The road to a wider adoption
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practice. This became obvious when president Joe
Biden announced in May 2021 that crypto transfers
of more than $10,000 USD will have to be reported
to US tax authorities in order to avoid tax evasion.
“The legal certainty, the tax-free private capital gains

M According to Joachim
Nahmani of Lemvi, it is a
market very much driven
by retail investors.

and the open and friendly relationship with the tax
authorities are huge advantages of Switzerland,”
says MME's tax expert Thomas Linder. “And most
importantly: Tax payers are mainly treated as valued
customers, and not as potential criminals.”

How to value a digital network

Daily moves of more than 15% is nothing unusual in
crypto markets, as highlighted by the mid-May 2021
VHDOREH

In 2021, Telegram groups and enthusiastic day-
traders developed an enthusiasm for piling in

on meme-stocks or cryptocurrencies, catching
HYDEOOVKHEODHODVRKDUBREHBOOMRODOO
investors see spiking volatility driven by fear-and-
greed as a part of the price discovery process
RIDDHZDVVHBD DUV IREVRED OVKHBDBDYO
entering the ecosystem, arbitrage opportunities
are expected to vanish, reducing volatility on the
way. Spikes of cryptocurrency prices induced

by the random utterings of Elon Musk make it
challenging for fundamental investors to price
cryptocurrencies. Industry practitioners use a wide
set of techniques, from pricing the value of the
entire network to applying technical analysis. It is

DJIQDQEIDDEIBEYEIE QD ECQIVAD IR DO HMEDSRAD QUE DYIDRED DENRAQT

DEDZHSDRBRVVDBAE VD DED IR DBHRAEDDOORD

of Bridgewater Associates admitted that putting
DYDOXHRQOTIM DUMHWIMOEXDW'' Executives at
BAOMVE0OVDREDQNVD[DHEODUNXYEXDHO @R
Neue Privat Bank, struggles to fundamentally value
cryptocurrencies. According to him, as a new asset
class, the traditional fundamental valuation models
do not work very well on crypto. This makes it hard
RRHUDYOVRUWE DYOEHVREDDHQWHOOQERDOOO
head of research at SwissOne Capital, has been
active in the space since 2013. For him, violent price
swings are part of a larger price discovery process
that tries to establish the value of a token and its
underlying network. Establishing the correct value of
a decentralized network and its multi-dimensional
revenue streams, products and support services
versus traditional valuation metrics of “centralized”
single-dimensional entities is challenging. The
SRZBDERKODOQHBRD N H HEWRDDERBRSDOHRAODO

new framework can be tremendous, and correctly
pricing them is a new skillset. For the time being,
many investors use technical analysis to predict
short-term price movements as well as following
Elon Musk's tweets religiously. In the end, putting
DYDODXHROOHDHOQBRODVYHDBXEKHSHQYROD
what investors believe them to be: a currency, a risky
asset or digital gold. Only time will tell.

Regulated exchanges wanted
BODRADDOEIDDBEDUNHBDUNHRD DEHVDQUHKODRO
HEKDQ/HYDUEHDQORSROROQRD DRREADDOQEIDOO
infrastructure, creating liquidity for buyers and
sellers as well as assisting the price-discovery
process. Currently, large exchanges from Coinbase
R#% 00D EHRHUEUSRBD COMODHQOQ MY

these exchanges are often either not or only loosely
regulated, the service quality varies widely, with
down-times and drops in liquidity being anything
EXR)EREBRODUHQVOHDEBEKDOURMRABEB(R.O

stated that “none of the exchanges trading crypto
tokens has registered yet as an exchange with the
SEC."2 The volatility peaks in January and May 2021

D% ORRBEED/EREED DOUIREDD DY IPRIDADHBE DD RDOEQYE QPROEROYIHUYEED IBZJEQUD
DJI0QDQBEIDDEIEEYEIBRIQUDES0 IED DROU/DEE DEVME(REKD IDE Q¥0H DSRIOWADSYD
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TOTAL USD TRADING VOLUME ON
MAJOR BITCOIN EXCHANGES
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6[IXB OO BVVHAKBRRE O

starkly highlighted the shortcomings of existing
crypto exchanges. The volatility forced exchanges to
limit trading due to massive spikes in volume. During
BDUNHRDEXDHQEHVOMNQRMOERERRQRUIHDEQW
digital exchanges to experience stability issues,

with interfaces often stalling or being inaccessible
altogether.

BAH Q% DVVOH U RBAINVAQHEBDEINO DEUERM
asset manager, also sees the lack of liquidity as a
prevailing issue for market growth, as larger trades
EDQBRYHREBDUNEBRMIRHKOHDPRHBIE0

Bank, and Mark Dambacher, CEO of InCore Bank,
both complained about the absence of a regulated
Swiss exchange. Jonathan Hayes from private bank
Julius Bar mentioned that a regulated exchange
would help with wider adoption within the banking
DOXVZKOVOVER IQERQAUBHEDQOEHOOHBHDYO
RBI/EIRXSSOROVYOIQJDSVODRA BHEH D MOM
digital assets infrastructure are: liquidity, market
makers, institutional-grade pricing data, and most
notably, good places to trade and list security
RNBQVDDHQUOHD®AB(REKDODVEDDBVRINDO
view and ultimately aims to bring similar protections
to crypto exchanges as one might expect from the

New York Stock Exchange.*MMRRXMRBXVBOTXKOOW
provided by regulated exchanges and market-
makers, institutional investors will be limited in their
exposure.

ZKHUHBOVEDEDDODORSSRURDORDBRUBHBOBQED
and liquidity. For the time being, the lack of liquidity
is as much a stumbling block as it is an opportunity.
TMRDMRANDMXBREHDREOXHEBEKOISIAD DD HYEYO
REDINHVRIROBDOEDEKVDQORDDOEMOHD
entering the digital markets, the transformation to a
more robust institutional setup is well under way.

KB RBODDBOVYUREN B EKD QHBEX0 B 0 OW]

SIX Digital Exchange SDX label, has been working
on a regulated digital asset exchange for a while.

As with many pioneering innovation projects, the
project has undergone a few pivots and delays.

SDX is about to launch a fully integrated trading,
settlement, asset servicing and custody platform for
UBXDDROTRO DVYHWAKE 000D 080 RXERAE D 00T
includes stock exchange and central securities
depository services for newly issued digital bonds,
equities and securitized loans. The narrow focus

on private markets and new issuances as well as
slow progress has led to some criticism from the
industry that is desperately waiting for a regulated
digital asset exchange to start business. This left the

M Vladimir Vishnevskiy

of St. otthard Fund
Management highlighted
that despite the digital
nature of digital assets, it
can be surprisingly hard to
transfer money from one
provider to another.

DIIQDQEIDOOIBHVEDSREXD D EQEERQBHDQVEXVKBEEADBKRTAI B BRI E DB A DROHD
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. PM and asset management, operating around the globe.
In contrast, as a fund domicile, Switzerland has lost
m.‘l DN out to European competitors such as Luxembourg,
M Ireland or Malta and as well to the established
RVYKRD HWMKXD OMOEMRQVVRBKDVRHRDEDQEVD DOUROC
Sm XHOQWVHIOQOUHEBHO®WD OYO

m O¥H QRAVBR D MIn DYV HRAERVVARMKRXDO

be a preeminent goal to strengthen local asset
HHOGRSHGIRUNEROOHURRGRRUHOLREOHRSHODNVREM b gers and build up Switzerland as a rival to
MOSUKOMVKHHOHYPEDYHGNYMVDOINVXSEDXKIXNY established fund domiciles. Digital assets as a novel
EKEEKZPNIRXOGHGROOEDENERZDNNVKHRON VY asset class require a lot of education and, ultimately,
FRESDOMVRUHEHKYHDNYHEXUVEMNVEHYRVROLEHONHIIRRNed service providers for investors. By being

the Swiss regulator FINMA. In May 2021, they started close to large investors in Switzerland, the digital
RSH IDIND WA AD VI RED O 00 H SH Q B QWA KO DA asset fund management industry could leverage
marketplace for digital assets.' This is an important this to develop a strong competitive position.
VRSRZDOYDDHKODWDQUREXRVADDOQEIDDO TRERUBDOPRUBHVREDOVKHEBROINYADDOQEIDOO
infrastructure for digital assets in Switzerland. players opening up to digital assets, this could
Again, Switzerland has proven to be an innovative further strengthen Switzerland as a digital asset
ecosystem for digital assets. management center. The opportunity is real and

present. It would be a shame to waste it.
A chance to strengthen the Swiss fund
ecosystem
Switzerland is a global powerhouse when it comes
to wealth management and private banking. The
two largest Swiss banks are strong players in wealth

DEMIREERADXOUXYD DXQ)EKHYAD UK BN D BH RO OIRO DYV H WD MO REDOQOQIEI0800BEQVED

The road to a wider adoption
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New generation of investors

HIDORKDYHENFRPEDEEXNWREHGHVRIWKHERQHANVNRE typical private banking client is well above 60

global digital platforms such as Facebook, Amazon,
Apple or Twitter. These digital platforms have
irreversibly changed the business landscape in the
0ODVREDHRANQNBRRNVEXVOEA0BVRDEORRH VO
They have become dominant because of network
HHEWD QHERQRBOHVRMEDOHBD N OQREBHD

facto monopolies. Cryptocurrencies and digital
assets are the logical next step in this expansion
of digital platforms into an internet of value,
VRBHMRHVERCQHMHED

Cryptocurrencies and digital assets are based on two
pillars: a simple, ever evolving code and a growing
global network of users. They operate at the
0QROVHERRDRERADDADDOBEHRKADUEHIQRWOQBWV
native money in its truest sense and are
enthusiastically adopted by a new, younger
generation of investors who have grown up with the
internet, gaming and are “digital natives.” They
intuitively understand the power of platforms and
have grown up in the “metaverse,” a digital parallel
world in the form of Fortnite and other online
games.

There is a generational divide visible within
cryptocurrencies and digital assets with the older
generation often struggling to accept something
purely digital as having value.

M Investor Philipp Cottier
sees a generational gap
as the younger generation
has a strong interest in
digital assets whereas the
older generation typically
remains highly sceptical.

DIDQDOEIDORORHVERDAXDMOHDVKEDRXWIHDIQUIRDBESIENYO

years old and still values in-person interactions
with his or her relationship manager. The baby
boomer generation is holding on to its wealth much
longer than industry experts expected. At the same
IMERHA0DOBIDD IOXVROVERDARSD DIND[KRAD

it can garner the interest of the next generation of
investors. It has mostly been a fruitless exercise,

as banks struggled to understand a younger
generation that is internet-native. Meanwhile, a
younger generation brought up on video games,
social media platforms and memes has discovered
trading through new, no-fee platforms such as Robin
Hood. This new generation gathers on social media
platforms such as Reddit or messenger services
such as Telegram. They have discovered that they
can make their presence felt. At the end of January,
UBRODORBOHDVDREN HAMKDUHYRIDBHEREDDO
#0ODEN%HDDDEHEREDEERD DQRAH DO DOQBIDOO
Times, jumped as much as 120 percent, and its
stock was repeatedly halted to calm volatile trading.”
The same phenomena could be observed on the
29th of January 2021, when Elon Musk changed his
770D BORREIPR IO D QUXEVHTXHQBBRYHD

the bitcoin price by 20 percent from $32,000 USD
to $38,400 USD within a few hours. It is the very
same generation that has enthusiastically taken to
cryptocurrencies and DeFi projects.
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TRADING CRYPTO PAYS OFF AS TRANSACTION FEES CLIMB
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JUQDQBEIDOEIRAYD
HO\{VEVGF., these are also futL{re cIie.nts that . . Trad | ng haS become an
will inherit large pools of capital to invest. This . Lo
looming generational change is super-charged eclectic blend of a dlgltal
by a technologic.al rer)Iuti.on by dominant digital SOCia | eXpe rience pa | red
platforms. The Financial Times aptly commented . . .
RQEADRHERSUDOOIQINDAEDQDUERIT with a gaming mentality
retail day traders: “...this is a cautionary tale of how ;
VRBODOBHCODEDQBHERREARDDENBRHADDQEIDDO and a Ve ry u nlque cu ItU re
HURED OVKEH QBE DRD BE BRD QIO MO DERE BV shaped by social media
romfcs\fvriy Twitter and Facebook have changed a nd platfo rms su Ch as

TikTok.

DIIQDQEIDOIBHYD BB EREEDVKEREMVID O DEBE BV

The money for the internet is growing fast
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n 2020, according to the Financial Times,
n bitcoin was among the best performing

assets.'&KUOVREKHDRRDOHQRAQHD
20DOECIDDODDDOVANRAADVRAKHDUDBEIRROIQD
EDBHBD/HIKHADVRARDHREHEXODRDRHD
internet with no competitor in sight... Bitcoin should
DOVRBHDBDVYOYHBEQHABOIDURMIAHDHRRD N B HEW
PKOEKDVONBOH DU RERRABDBRSOHVRIRRDADQO
Facebook, creates an extremely powerful winner-
takes-all dynamic. For if money is the greatest social
network of all, which it probably is, then bitcoin is
REA0VRARDHREEEXODRDRE QWO QB BNDOW
does not really appear to have a competitor.” He
further wrote “...the growing evidence of institutional
ownership of bitcoin is hugely bullish for bitcoin,
most particularly since the trend has just begun.”
This hopefully will lead to a maturing of the
ecosystem and herewith also its expansion. Most
OONHOREBOONRODODOEHQBOOIRHARDORBODOERD
will co-exist for many years alongside the new
HEHDRDOORADDOEHHERVVARIKHEBRYRM
Coinbase, a crypto exchange, and potentially Bakkt
Holdings, a cryptocurrency platform, will be highly
transformational for the entire digital asset industry.

Niall Ferguson, Stanford Professor of Economic
History and contributor to the Financial Times,
stated: “The acceptance of bitcoin as a digital asset, a
quasi-gold, has been accelerated by the pandemic.”
As seen many times before with other technologies
VXBKDYDDRMBIDOOQRO D OHQBEHAEKQROR/IEDDO
advances often follow an S-curve. The most famous

B TINKSN

A

DIDQDQEIDOEA0REVE AR IQURAD OQMROWKQQHIVERD IMRRQDOBROBEDQDH IV

DOOOHBERBIKHBDDBOAROQEREDBEOQYHVRED B[RO DQVIRIRQYO
DIBXHDBKH DB ORDDVE O B XN XQ M6 IVVEIRR 000

UBSDHVE QDR D RIAD INRH D UWH DKSHBEOHD
Adoption moves from gradual to sudden, as has
happened with cryptocurrencies in 2020.

These technologies, in combination, will lead to the
next phase in digitalization, creating an internet of
value. Successful Swiss entrepreneur and investor
JDDQECVERIH D QD QH OH QM HRD HHKXYHEDVHUIRODO
BORBNEKDOIOREKOQRORAIVRAO 0OEYHDVHDDHBORQEBD
in banking processes. Secondly, decentralized
A0DOERADDOHDDEDHOVIOWI RHIDMRODORA D OMAE D
of decentralized exchanges. Lastly, it will enable
previously unbankable assets such as art, real estate
and intellectual property to become tradable. He
views crypto as much more than just digital money

or gold: it will enable a new era of transferable

wealth. It certainly won't disappear, Fernandez said.

During the ICO-craze in 2017, it was easy to dismiss
the digital asset ecosystem as a group of nerds,
speculators and shady characters. In 2018, the
sceptics had a good laugh when crypto winter set
0OKOOH ORA ED BHTXOHAWO DO DU HEHBEMRQD

of the stronger focus of regulators around the
7RODDACH U IQVIAIRDDORHDODMDYYKDSOOM
up behind the scenes. Then in 2020, institutional
adoption started as a trickle and transformed

into an avalanche in 2021. In this third phase of
the development of crypto and digital assets,
BZ0A00DOKDVRAKAD U IORDHDRERBSHRAO

with strong international competition from the

US, the UK and Singapore. Switzerland has all the
right ingredients, from a strong brand of safety and
quality and a history of wealth management to a
savvy regulator.

Digital assets have clearly made a big step towards
institutional adoption with many prominent
investors investing into digital assets, helped by a
strong price-surge in 2021. Bitcoin has established
itself as a speculative asset class and a store of
YDOXHDON B QHROTMD RO MAOQ Y H VR W HIND [T
increasingly familiar with bitcoin, this has also led to
an increased interest in other digital asset projects
and blockchain technologies. According to Justin
HROVIRXOHDREREHDRDSOMO KOO HBORROQ MO

The future is here
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B According to Andy
Flury, CEO of AlgoTrader,
“2021 was seminal for
the adoption of crypto
assets among banks
globally. Wh the help

of institutional-grade
service providers, many
well-known Bancial
institutions are planning
to launch their crypto and
digital asset o8ring. 2021
is clearly a tipping point.”

still dominant by market capitalization, in practice,
Ethereum is the clear market leader, continuously
expanding use cases and adoption with DeFi, which
UHSUHVH QWAH B RV 0ABD QB0 H D NRAD RX[KRIT
blockchain technology.”

The decentralization paradox

In 2021, the decentralized and largely non-regulated
DeFi ecosystem started to accelerate rapidly,
catching investors’ interest with juicy returns

and eye-watering interests on “staking,” a form

of crypto lending. At the same time, traditional
A0QDQEIDDOQVIRIRQVIDREED QNVRDVVHRD QDHOVDO
accelerated rolling-out crypto and digital assets

as well as venturing into DeFi: in June 2021, Swiss

B 8% DNV ARR H U (RH U HXBYBA 00 [ROWI
clients.*(WVE QD DORPRVO N O OH DB QWIREYD

one highly regulated as well as centralized and one
decentralized and highly innovative, started to move
towards each other, creating friction and rubbing
the heads of regulators and politicians. Awareness

D% 0PRODERPEIDKBS% DO NIDXQBRH VI EEMN 00T XY OIQ HYYEQ OBE DEDY0
‘Staking Is a Core Element for Portfolios’, 07.07.2021
DIIQDOEIDOIIBHVEOVHREEH QWD O OVHAQ DY EHED BB VADPKRIURKD OO
30.06.2021

as well as scrutiny from regulators and politicians
increased dramatically in 2021. The Financial

Times summarized the mood as follows: “Rise of
HEHQBDOOIRAQDOEHEDMAVADPRRVRKDOO 5

Originally, decentralized and permissionless digital
assets such as bitcoin were intended to side-step
KOKOEHQ®WDOLHDQUHKD DARBD IR DDADDQEHD
SUVDOHYSROVHRRAAQDOBEODD AU OVOVRIRAD

very idea of bitcoin was to create an independent
DORO QDN HRBD IRRDDOAD DO EH IARK B QWO

of more professional and institutional investors
demanding regulated and robust services as well
as tax reporting, this led to friction and uncovered
a decentralization paradox: how do you combine
DOARSHDROVYIRQDHVVHEBHDROOOHDOBRHD
EDVHAQDQBIDDVVARADRREVROIARD ORI HDED
A0DOEHAUREHBRUHSUHBOVHAKDW@H D 0KV
amount of regulation and governance that allows
innovation but prohibits abuse. For traditional,
professional investors who want to simultaneously
engage in this new asset class while retaining the

f\ AlgoTrader

The institutional
leader in trading
infrastructure.

For digital and traditional assets.
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MRIEWVRRGHHIXOPWERGRIVIDGEWVERGDORODOK

becomes a very real conundrum.

Technically, digital assets can be stored
IQOHSHQHEHODBRDOEDONVHIRHIRQROROOQHD
However, being responsible for the custody of digital
assets can be a true burden, as they need to be
SURSHUOVRUHDHSRUMD QD QVHD D H MARE D
industry full of hacks and scams, the threat of the
loss of assets is very real. These challenges have

led to the emergence of a regulated digital asset
ecosystem in Switzerland and abroad.

(KODHBHBEEQBOODIDMRQSDUDRBIARD
SURMRXDOOHDBQWREVAIODBRVMINH DO

exist for the near future, it has already created
VRBHWRIQVH DERVONHBKROBH RUDQYHVRAD YA
the emergence of bitcoin and a broader digital

asset ecosystem, investors nowadays have a choice
BHAHHQEEH QWD OOHDOQHEH QWD OOHAQDQEIDDO
systems that did not exist before 2008. This is clearly
a very positive development that has reinvigorated

a debate between entrepreneurs, regulators,
SROOINCIDQUDOREADDOEIDDHVBED IVKBE QBERKIV
AKD@W)DOEHVKRXDBHDQAKRYKRROEHOQO

control. It has also led to innovation being embraced
BRAHAQDQEIDDOQXVIROQEAIMIDDODODEIRDO
Only time will tell whether the future will be purely
decentralized or a hybrid between the two worlds.
However, the choice investors have is already real.

Switzerland making a mark

Thanks to its Crypto Valley ecosystem, Switzerland
has almost ten years of experience with blockchain
and digital assets. This gives Switzerland a clear edge
and a strong global position.

The recent EU Blockchain Ecosystem Development
Report agrees:

“Switzerland is one of the most advanced nations
when it comes to blockchain and crypto-assets, not
only in Europe, but also globally. It has been called

DXDRSHDQRRBBOIMVIRQBEHDRENEKDIQERVVABHYHODRSEBQWEHERODWV

"% cording to Ulrich

Sauter, who advises

the Tezos Foundation,
Switzerland is - with
respect to legal certainty -
clearly ahead of the US.

the ‘crypto nation’ and is home to the world-famous
‘Crypto Valley' of the Zug canton. The country

is home to a very large number of blockchain
companies, among them some of the most well-
known industry names, such as the Ethereum
Foundation, Polkadot, Cardano and Libra (comment
by the author: Libra recently moved back to the US).
Companies and organizations operating nationwide
have collectively raised more funds than in any other
country. Moreover, there is a very active venture
capital and startup support ecosystem, including
two regulated digital currency banking entities. The
country moved early to clarify the legal situation

of crypto- assets, with the earliest report by the
federal government published in 2018, analyzing
the applicability of existing legal framework on
BORENBKD QB0 BH®AE QUSHECAEKODQERDQO
initiatives have been announced, most notably by
the Swiss Financial Market Supervisory Authority
(FINMA), but also by regional authorities in some

of the country's cantons. Several universities have
launched blockchain-focused academic degrees or
specialized courses."®

Switzerland should be proud of this recognition.
Industry experts that were interviewed for the report
fully agree.

Roland Friedli of wealth manager Prevalor believes
that Switzerland still has strong advantages as

a wealth management center, ranging from an
independent currency and a neutral government to
DVREDHAQDOEIDODRDUN HIMAD QHSHUOBQERDOQO

The future is here
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B Switzerland is one

of the most advanced
nations when it comes to
blockchain and crypto-
assets, not only in Europe,
but also globally.

engaging regulator, a business-friendly government
and new blockchain-regulation, Switzerland has

a clear competitive edge. This, paired with being
one of the global leading centers for wealth
management, ensures that Switzerland has the
potential to be at the forefront of the digital asset
megatrend. BridgeTower, which recently opened
DOQREHDOOXDOEKRHUVAEDOWHQHUDMROYODDO
JDREDDORNHDOHERESDORH U IO EERVVRDO
broad set of blockchain opportunities. Originally
from the US, it strategically selected Switzerland as
the base for operations.

There are also encouraging signs from Swiss-based
[DBOIOREHVDQPHDDREDQD/HUVEVDADVERARD
many of their employees started investing into
00 DVVHWHYHDRSODMUVRAD O HEH U OHQ BHATRN
this new asset class. At the same time, Switzerland

KDUDOROMOOIMRORMD HNBBHSOQAOQDOQEIDDDVYVHWI

This reputation can be easily transferred to the
custody of digital assets. Not that Switzerland is
without competition. Fabio Federici of Base58
Capital sees (besides the US) Singapore and Hong
Kong as particularly strong potential contenders
[DREAVODKHDHDVODUODQQHIOORPRID

HERWA N DO EBED QN H O BXUNHQMHEMHBEKAQVRAOQD

B Marianne Wi, CEO of
Hypothekarbank Lenzburg,
identi8d Liechtenstein
with its EU access as a
potential contender.

with its EU access as a potential contender. In

DONROQBDODHZEEEHQBDOLHADDQBHSIRWH BW]
are emerging from other geographies such as the US
and Asia.

Next to an early lead and a strong ecosystem,
Switzerland has another strong advantage: the
proximity of investors and digital asset providers.
Among the many investors interviewed for the
report, it was obvious that geographically close
providers are clearly preferred, as this helps build
trust and learn about the space. Even in a global and
decentralized industry, proximity is required to build
trust among investors and providers.

M Cory Pugh of
BridgeTower empathizes
that Switzerland has a
mature ecosystem with
highly-skilled partners.

The future is here
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