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Blockchain offers open networks as alternatives to
intermediaries

Blockchaemrhnolomgpresemtsinnovatiiomhecustodyfverifiadata including
ownershitfpansfearndsettlemeatassetdinanciialstitutioarseadoptinthis
technoloagymprovequididgdaccegsoefinancpaloducisvariebyfarchitectraes
emergeichicludingstenbatelpntileashnpartnprivaterpermissioneldckchains.

Butacomplexndragmentilbckchaimvironmenésenashallenfieeregulators
howcantheystablisadgulatiothatallowarticipaahdinstitutidnsaccesthe
benefiatbhlockchataglobalcale?

ArecentpwblisheditepapeproducéddAxelaFoundatimmdMetrikaxplained
pathsnstituticrastakdoensurtheiblockchamplementaticoresnteroperable.
Financiastituti€nsDeutscBankjastercamiNortheTmusdontributadights
tothepapeinspotligbéctiondrawinmeferencfeenthatwhitgpapemwepresent
programmaimlteeroperakasapyatioregulatdasintdpishallenge.

Whenblockchabareconnectégopenprogrammabrihéeroperabinhiftnastructure,
standardanbeimplementa&tdthecross-chbdageandapplietballsystemand
blockchatimstonnettdtheglobahternetblockchains.

Dimensions of open blockchains: Technical, operai
governance

Technic@lpemlockchatiapresemtewwaytostorandiransfeerifiedvnership
datayusingautomateandself-executpudliclgvailablepen-sourseftware.
Verificatimmade@ublichdyailaklledwhiléehedetaibdStransactiomrasbeshielded,
validiitsassuredroughansparemNoyongeroeswnershdataeedobestorely
aregulatedermediary.

Operationadopeblockchasoperatedadistribubedbdecentralisagithrough
crypto-econcmcaritwherencentivaemsdpenaltipsovidguaranteefshonesty.
Certaimechanismrsesimilaioa bondpostedsassuranbgacounterpairya

transactiOnypto-econsemdaridcyeatannincentimedetlhhatacilitathsstorage
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andransfefownershdptédyentitiesahaveopriorelationswipreacbtheand
providerausitntheecordimfgucbwnershdata.

Governand2penblockchaithscentralicsentrodversoftwar®athethanone

intermediaontrollianelectronicctabas@emdnakingllrelevadecisionsltoken
holdefsavenopportunibyotenchangdsthesoftwarehiensurdbatlluser
perspectiv@®meconsidefedlecisions.

Whenheseechnicaperatioantbovernanoeovatiamdaketnogethanewvay
tostorandransfewnershdptariselsedgetbawerencerivasendapebased,
andhanhecessitarteldanoaintermediaar@asowopemandransparemnitmoneed
torelpnaspeciindividoadntity.

. Asset tokenisation emerges as a compelling use ce
blockchains

The history of institutional participation in asset tokenisation begir
establishemancifalmandstartumdikbegadevelopitokenissdcuriticeshe
EtherewmhockchaisinghenewERC-1480andad@signéalregulatarompliance.
Inrecengtearsassetokenisathmmsgainethomentuamondinanciialstitutions.
Analyséstimatleeaotadaluientokenis@sisetouldeachlarillidy2030

TRILLIONS OF DOLLARS

LISTED EQUITY
UNLISTED EQUITY
OTHER EQUITY
INVESTMENT FUNDS
BONDS

HOME EQUITY 7.6 -
OTHER FINANCIAL ASSETS

OTHER TOKENIZABLE ASSETS - .

Figure 1: The opportunity in tokenised assets could grow to $16T by 2030, according to one estimat
liquidity fragmentation as a potential obstacle to that growth. (Source: World Economic Forulm Glot
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Pusimplgsseabkenisatieaordsvnershapablockchaiheretcarbetransferred
asanydigitalssetor token mighbetokenisatexmpandsccessndliquiditgr
historicallyguassecdategorieisicludiagricultupadductsrtworkilmsgreen
energyusikticensimpgeciomsetalsawmateriadadreakstateTheseategories
havaistorichldgdifficibtassemanagetrantegramgdinancpabducdts

Themeedornnnteroperabihatysetiokenisation

Cryptocurregnxgk€rninGedkots72opsmardontraghtatforrhgmarketapEach
represemtbsistincpemlockchamgdherarenanynorenthelondaillhesepen-
sourddockchpromjects especdtthiggop arddubsfactivity.

NUMBERS OF NEWCOMERS WHO WROTE CODE IN EACH CRYPTO ECOSYSTEM IN 2023
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Figure 2: Each of the top 17 blockchain projects drew 1,000+ nevElkkcvelopapifal 2D@BelbPpeurReport,

Evemonnectitthemanynstancefdnstitutiompaimissiocadint®asinglgublic
netwomkoulbeachallengeddothathenanpublicchainsaarduildimgtively.

Inadditigamoperblockchaifisanciialstitutidresvedevelopadset-tokenisatio
systems on private and permissioned blockchain ledgers'. Many institutions are
understandalvlgrstomtheriskeftransactimppublitlockchavinereegulatory
compliamctayobeclear-cancdodingrrorcsanriggenrecoverabsses.
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The number and variety of blockchains, open and private, creates a
thebenefibfliquidiayndaccesfortokenisadset®.eutscBanlksummarisigd
approatdthisituatiommrecentpyblishetiitpapeagninstitutioimaéroperalbility
producbgAxeledHoundation:

AkeyssumptimehinDeutscBankexperimeansproodfcommercialisiest haart
therwilbeaproliferatobmlockchaimidferentientwgillusedifferebtockchains
andlifferebtockchatctmmailbettefritcertainsecase&achlockchanrcludinmeir
stacKskéayexorsidechawmidpbelikeltyohavenultipbeneficiaaimdosmultiple
typeefdigitalssetisicludidggit@zlasiandsmart-contract-lappeéicatidhesnce,
interoperabisatpracticradcessity

Programmable interoperability brings standardisati
multichain ecosystem of tokenised assets

Theechnicaperatioantbovernanonaovatiohablockcharmvidascessitate
newapproablgregulatarmsdolicymakelistoricarlégulatdravéooketbeither
thephysicla¢dareassedrtheledgeresponsibdieermediwhercreatimglednan
open-blockchaindysdedheresneithdnmangcenariosegol®fintermediaries
involvewdththestoragendtiransfefownershdptdhasbheemeplacdgautomatic,
self-execusofgware.

Theaisefthinewtechnololgningrsegulatoorlyallengaersduncertairtyttherare
severbénefifferegulatamsgolicymakaessell.

Onethingthatregulatoasndpolicymakargconcernewthis consiste naryd
standardisaTi@heextenhategulatarmsdpolicymakgassewulewithrespect
toanassetlasshewantoensutédatheaulewilbeconsistemtdplicable.

Intheraditiohfimlancedustmnyarket-levteindaraseamplementédoudhnancial
markeintermediaribesentermediapiestoutrequiremendssersyhothereby
adoptheseequiremeansusahenwithcounterpartiesordinglylicymakeas
pusBtandardissuchntermediaries.
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Themosstraightforwaagtoapplyhigrincipilrtheemergimgorlidftokenised
assetstoimplemeinattheinteroperablidytg¢yEnablinlyisequiraprogrammable
interoperabmlatwortwherespecifimstructi@amgsicomplianmeequiremeaasbe
encodedthecross-chiamifrastructimesienstructioaghemetranslatfeodevery
connectbbockchdoensurend-to-er@dnsisteapiplicatimfmegulatiomighout
variabibyglockchamplementation.

Policies and paths can be standardised for applications connecting to a smart-contract
interoperability protocol that connects private and public blockchains

° Application

Cross-Chain Smart-Contract Layer

Interoperability Protocol Layer

Figure 3: A programmable cross-chain layer enables regulatory standards to be applied consister
applications that connect via diverse blockchains. (Source: Interop Labs)

InassettokenisatsornariotsslikelthaparticipawtsBwantoconnenoewassets
andhewlockchabmodfpublicndprivatRathehamversaeaemdegulaéacbfthese
resource@secemeadlpenandprogrammabhderoperabidetyvorkgresenthe
potentiddrstandardisasitottheinteroperablkitglcoverimgultiplieRlockchain
connections.

Twoconsiderataoesnportafotrestablishhogthisnteroperabilityrdguéatory
standardisrefdastructigghieconfigured.
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Il Opemetworlpsovidessurance

Entitielsomdiverspolicyurisdictiamsstbe empoweretd progranspecific
standardipadametdnssuclasystenfotheextenttherarevariowssandardised
parameteapplcalilbeanassetclas®,aclpartyweedsheabilittoprogranisown
indiv doglreemetelranysystethesigneéaserveuchiverseakeholdeglsballay,
levebfreasonamlmleutralimjustbeassurefihereanbenoquesticfproprietary
ownershnasinglerisdictamorporatetity.

Thereforiaeferoperabblasednanopenblockchasmdesirabl@penblockchains
providearkenfrastructwhrere:

1. Smamontragteveraompliarfoeokenisassets.

2. Transparmmotnitoriammgdultraceabiditggnabled.

Jll Hub-and-spokgologwpporssandardisation

UsersarelyonsidtdreconfiguratthrodeisnthenetworkBeysewhethargital
physicddowevetrheseonfiguratigkmsowasnetwortkopolopggrecruciabthe
servicesndered.

POINT-TO-POINT HUB-AND-SPOKE COMPROMISED NODE

Figure 4: Well-designed network topology is necessary to strengthen security of funds and facilitate
of Web3. (Source: Interop Labs)
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Twkindefnetwotbpologydrequentlsednbotidigitahdphysicradtworksub -
and-spokedpoint-to-polima.hub-and-spakéworkhehubhasvisibilimnjaall
nodesProblem®rjnthiscaseinstancesnoncompliarca@mpeisolatequickly,
preventingntagion.

Therarealsoadvantagiemseconomietscaleona hub-and-spo&kpologyewly
connecteddesancommunicamanediataliythanyothenodesnthenetworkn
point-to-pmiettworkfhenumbexfrequirednnecticoalesxponentialityeach
additiomalde.

Fothepurposefpromulgatiagulatanydolicstandarascroglsverdéockchains,
ahub-and-spakéwortopologgdesirabHub-and-spgkeesheopportuntoy
pushipgradesmlconnectepplicatiandhetworks.

The benefit of looking at
standards at the interoperability

layer is that they would apply to
all the connected chains.

Conclusion

Theoenefoflookirgstandaraghenteroperabdytgsthathewouldpplyoall
theconnectettainsForexamplahergaegulatoasdpolicymakwrsrkwiththe
interoperabihidystryhereouldea welcomepportunitydevelopnesetof
standartthawoulbeapplicablroseverblockchaetworks.

Whermdealingiththestoragendiransfefownershdptaregulatoamsdenterprises
havaistoricaldgptdtdeiapproatdinewechnologlietialpppewasonsidered
fronpapebearerssett®papelledgersertaregulatiomadesenséVithhherisef
electrodiectabasesgfsucldatabaskgdifferesdt®fintermediamieesesd etbbe
regulatexe;wregulationmsreedoptedndprioregulatiocsresasidé.ccordinghy,
innovati@ameundlecentralisyegtentalfosimilahangestistimdoregulatdos
embratckisnewechnologykvoludeithinking.
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InterdpabssaleadingevelopefblockchanheroperahbtidctlynologyedyWeb3
infrastructurretocotiesuppostcalinpenexgeneratiofinternapplicatioos
billiomsfuserdnterolpabsstheinitialevelopefAxelametworkearmoreat
interoplahs.io

Bl AbouAxelaretwork

Axelastheweb3nteroperabplattfordheliveritihggshortegathhoscalenanopen
stactkkoconneatblockchaidsaopterscludeniswapdjcrosamdlozenossftnatively
multichaitmrtupsuildimgplicatiboreachlblockchaseratoncelOXasmany
activeserastheleadinifeb3applicateanwironmedAnelasupporssnar¢ontracts
onacross-chlaynerhatsopenscalaba@dsecurBackerscludeinanc@oeoinbase,
DragonfGypalaxndolychain.

Learmoreaxelar.network
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developer of the Axelar network. Prior to this ro
Global Legal Lead for Blockchain at Accenture a
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