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The concept of this book

Short statements and important information

The yellow text highlights important information or
expert citations.

= Various characters will accompany us
@ through the book, asking questions in
accordance with their objectives.

Focus on specific elements

In each section, we have high-
lighted the topics that are of par-
ticular interest to the individual
personas.

Examples, use cases & interviews

M In each chapter, you will find examples and
«»

use cases of makers, enterprises and startups
\___/ in Crypto Valley.

At the end of each chapter, the key elements are
summarized briefly.
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Glossary

Bitcoin is the most popular and, by
market capitalization, the largest
digital cryptocurrency.

Blockchain is a type of decentral-
ized ledger (see also DLT). It is

a data structure that guarantees
immutability and verifiability by
using digital signatures and hash
codes.

Consists of various actors who
work together to create an aggre-
gate value proposition. The design
of business ecosystems is a central
aspect of every blockchain project.

A cold storage is a secure storage
facility for digital assets and
cryptocurrencies. A vault is
disconnected form the Internet as
a further security mechanism.

The consensus mechanism
prevents the manipulation of the
blockchain. A system of incentives
(such as “mining”) ensures the
integrity and consistency of the
system.

Distributed ledgers use inde-
pendent computers (referred to
as nodes) to record, share and
synchronize transactions in their
respective electronic ledgers
(instead of keeping data central-
ized as in a traditional ledger).

Ethereum is the most popular
public blockchain to implement
Smart Contracts and execute ICOs.

A fork describes the splitting of a
blockchain system.

Vii
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Soft Fork

Hard Fork

Hashing

ICO - 1nitial Coin
Offering

TGE - Token
Generating Event

Intermediary

Cryptography

Cryptocurrency

Peer-to-Peer

Glossary

A soft fork happens when only the
software is split. The underlying
data structure and the network
remain intact. A soft fork is trans-
parent to users and is similar to a
software update.

After a hard fork, there are two
versions of the original blockchain
(data and networks). The user
must decide which version he
wants to continue using.

Hashing is a cryptographic meth-
od to produce a unique “finger-
print” of a digital dataset.

ICOs are used to finance a block-
chain project or a business. Or-
ganizations can issue tokens with
different functionality.

A TGE is not necessarily an “offer-
ing” in the sense of an ICO. TGEs
do not have any promised service
or reward in return.

Intermediaries are companies that
liaise between agents (the “middle-
men”) to provide added value such
as security, brokerage, and other
functions. These include, for exam-
ple, banks or insurance brokers.

Cryptography is a science for the
development of crypto systems. It
is the base of a blockchain.

Cryptocurrencies are a digital
means of payment that is trans-
ferred using the principles of
cryptography in a decentralized
architecture (e. g. Bitcoin).

In a peer-to-peer set-up, partici-
pants interact directly with each
other. All participants have equal
rights.



Glossary

Proof-of-Work
(PoW)

Proof-of-Stake
(PoS)

Smart Contract

Tangle and
Hashgraph

Token

Token Economics

Value Streams

Wallet

Whitepaper

PoW prevents an attack on the
network by making it unprofitable
to produce counterfeit content.

PoS is a different way to validate
transactions. The validating nodes
receive a share of the transaction
fees.

Smart Contracts are programs that
autonomously execute predefined
tasks on a blockchain.

Tangle and hashgraph are newly
developed data structures used
to implement distributed ledgers
(DLT) more efficiently than tradi-
tional methods.

In the cryptographic world, a “to-
ken” represents a “thing of value”
on the blockchain.

Token economics is the discipline
that describes the functioning
principles and economic proper-
ties of a token-based system, such
as the issued volume, the rights
attached to the token, and so on.

All transactions in which values
are transferred are defined as val-
ue streams, such as money, goods,
digital assets, and the like.

A wallet holds the private keys
used by a user to access his digital
assets, e.g. bitcoins.

It serves the public relations for an
ICO and gives an insight into the
business model, token economics,
technology and overall IT archi-
tecture of the project.
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The most important icons

Assessment

Bitcoin (cryptocurrency)

Blockchain

Business Ecosystem (design)

Community

DLT (decentralized system)

Law/Regulation

Internet (centralized system)

Interview

Investment & Value

Concept & Idea

Crypto

Roadmap




Xll The most important lcons

Smart Contract

Token

Wallet




Foreword by Ralf Glabischnig

m Co-Founder Crypto Valley Labs

et
A/\l = Managing Partner inacta AG

m Partner Lakeside Partners AG

Since 2013, the corridor between Zurich and Zug has
been the home of a highly exciting and dynamic envi-
ronment, the so-called Crypto Valley. Companies and
projects like Monetas, Bitcoin Suisse and ultimately
Ethereum provided an initial spark and an amazing
momentum. The open attitude of the canton and the city
of Zug has also had a positive influence on the whole of
Switzerland and Liechtenstein. At the beginning of 2018,
almost 500 companies with more than 3,000 employees
who are intensively involved in blockchain technology
in Crypto Valley were registered (see Crypto Valley
Directory on page 159). Currently, I see three primary
areas of application of blockchain technology:

= First: cryptocurrencies, such as Bitcoin, with the orig-
inal purpose of serving as a means of payment and/
or as a store of value.

= Second: venture capital for startup companies or
projects — primarily in the blockchain area — which
secure their financing by means of so-called ICOs
(initial coin offerings).

» Third: process innovations in many areas of our daily
lives, which are heralded by what we call the “Inter-
net of Values”, the next generation of the Internet and
new business transactions

CRYPTOVALLEY To support the various applications
[L A BS] in the best possible way, my business
partners Marco Bumbacher, Mathias
Ruch and I have opened the Crypto Valley Labs, under
the slogan “The Worldwide Home for Blockchain”. With
this initiative, we wanted to lay the foundation for an
even better networking of the different players and cre-
ate room for new collaborations and activities. The lab
brings talent, capital and infrastructure together.

X



Xiv

Foreword by Ralf Glabischnig

That is why I am all the more pleased that there is now
a book from Crypto Valley. With “Live from Crypto
Valley” Michael Lewrick and Christian Di Giorgio have
succeeded in creating an exciting resource for cryptoen-
thusiasts. The book sets the inspiring context and gives
at the same time concrete advice on how to start and
execute a blockchain project — enjoy reading!

Ralf
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“Live from Crypto Valley” is
divided into five chapters. The
reader is guided step by step
through the topic and will thus
acquire a good basic knowledge
of blockchain.

Table of Contents

The concept of thisbook ............................ \%
Glossary ...t VII
The most importanticons ........................... XI
Foreword by Ralf Glabischnig ....................... XII
Motivation
Our motivation for thisbook ...................... 3
Six perspectives on blockchain .................... 6
Chapter 1: The Digital (R)evolution................ 13
Example: eMobility — efficient transactions.......... 16
Whatis ablockchain? ......................... ... 18
Who is the “mother” of all blockchains? ............ 20
Which problem does blockchain solve? ............. 22
What is the role of intermediaries? ................. 24
How can blockchain take over the role of the
intermediaries?. .......... ... ..o o oo ool 26
What is BaaS for an industry? ..................... 29
How does blockchain for an industry work?......... 30
How blockchain transforms consumers into
producers. .......... ... i 33
Which types of blockchain are there?............... 36
What is the difference between PoW and PoS?. ... ... 37
Which blockchain is suitable for what? ............. 39
Who initiates these distributed systems?............ 40
How do such systems provide for their financing? ... 42
Interview with Etherisc........................... 42

Interview with the B3i consortium . ................ 46



XVI Table of Contents

Chapter 2: Everything Becomes Crypto ............ 51
What does hashingmean? ........................ 53
How does a digital signature work? ................ 54
What is a cryptocurrency? .......... ..., 57
Who determines the value of a cryptocurrency? ... .. 61
But how is a currency controlled in a decentralized
system?. ... ... 64
Bitcoin is often compared to gold —why?............ 64
How are market rules determined in such
decentralized systems? ................. .. ... L. 65
What is the difference between the intrinsic value
and theactualvalue?.............. ... ... ........ 66
How is crypto used for payment today? ............ 67
WhatisaSmartContract?. .. ...................... 67
Is a Smart Contract areal contract?................. 74
Which parts of a contract are suitable for Smart
Contracts? . ..o 74
What is to be considered from a legal standpoint
when using Smart Contracts?. ..................... 76
How can we link Traditional Contracts to Smart
Contracts? . ..o 77
Interview with the Car Dossier project.............. 78

Chapter 3: The New Ecosystems ................... 85
What is a business ecosystem?. . ................... 87
Why do new value streams emerge?................ 88
How do intermediaries react to this change? ........ 89
What skills does the next wave of digitization
demand? ....... ... ... 920
What if there were no more intermediaries in the
musicindustry? ... ... oo 92
The era of consensus-based ecosystems. ............ 94
Why should ecosystems be redesigned? ............ 95

What are the foundations upon which the new
ecosystems are being built? .............. ... .. ... 95



Table of Contents

How does a centralized business network differ from

a decentralized ecosystem?............... ... ... .. 97
What is the process in the design of business
ecosystems?. ... 98
Which methods and tools help in this process? . ... .. 102
Interview with SkyCell/Smart Containers .......... 104
Chapter 4: Token Events. .......................... 109
Whatisatoken? ........ .. ... i, 111
What types of tokens are there?.................... 112
Which development stages does a token pass
through?. ... ... ... ... . 115
What can a tokenbeused for? ..................... 117
Are tokens also useful as an investment? ........... 119
WhatisanICO? ... ... .. .. i 121
For which projects does an ICO make sense? ........ 122
Why are ICOssopopular? ........................ 122
What are the typical milestones of an ICO?.......... 126
Interview withMME . . ..... ... ... ... ... ... 133
Chapter 5: Blockchain Assessment................. 139
What are the components of the assessment? . . ... ... 141
The blockchain assessment framework ............. 143
Outlook........ ... ... 153
Crypto Valley Yellow Pages ....................... 159
SOUICES . ..o v et 165

XVII






MOTIVATION




