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Abstract:

Blockchain technology is considered one of the most important innovations in the financial technology
revolution. Academics and market participants have experimented with this technology with the aim of
enhancing the performance of financial markets, as consortia were formed by the largest financial
institutions in the world aiming to benefit from the use of blockchain technology in various financial
operations of issuance and settlement. This is why we seek in this forward-looking study to analyze the
expected economic effects of using blockchain on the infrastructure of the current financial market by
analyzing its application in every step of the market operations before, during and after trading financial
assets, then presenting an ideal scenario simulating the adoption of this technology in various Market
operations, and our most important findings indicate that the distributed and immutable nature of
blockchain technology provides a robust and secure infrastructure by increasing data integrity, and this
will connect institutions across financial markets by simplifying settlement and verification processes and

the potential for expanding global financial services..
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1. Securities transaction

Asset ledger stores ownership details and
transaction history

In effect assumes the traditional custodian role

Pre-trade transparency and
affirmation of holdings

—_

!

Venue

P Client A
=

- -y {
Trading |

" platforms

Client B
Venues (e.g
exchanges,
MTFs,

2. Asset servicing

CSD is virtual layer
coordinating the
role of custodians

Asset
Ledger

bilateral voice

curely records ownership rights ‘I Cash
conversations) nd encodes transaction details | Ledger
still provide |
price discovery |
nd math Interoperable cash ledger enables near real- | $
counterparties time settlement of asset transactions |

Eliminates the need for CCP in cash |

transactions

3. Derivative transaction

1t

Venue

!

Trading

latforms

Client B

Derivative
Ledger

Reference
database
Custody &

E[_;] portfolio

management

B securities servicing

Fund
B management &

accounting

Fund management and fund services operate on an
interoperable fund ledger

Transfer agency replaced by distributed ledger
consensus update

i Risk management

,,,,, I, E Finance &

accounting

Ledger

o

T | collateral [
|
|‘ Collateral
T

management

Interoperable collateral ledger enables near real-
time, efficient allocation of assets for margining

CCP still novates centrally cleared derivative
trades and is entered into the ledger as the
second counterparty

Derivative ledger stores smart
contracts and execution algorithms

Reference data sources are agreed bases
for calculating derivative positions and
obligations (can be distributed ledgers
or regular data sources)

Source : (Oliver Wyman, 2016, p. 11).
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