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ABSTRACT

Thisarticledescribes the“Blockchain”which isanupcoming technology in thecurrent leading
world and which serves as a capital market use-cases for many of the global Fintech industries
acrosstheworld,isadistributedledgerofeconomictransactionswhichnotonlyusedforrecording
financialtransactionsbutmostlyeverythingofvalueinthisworld.Inthecurrentworld,mostlyall
thetransactionsaredonethroughonlinewhichmainlyincludesthebankasa“middleman,”which
couldbeuntrustworthyattimes.Blockchaincomesintothepicturewhicheliminatestheneedof
amiddlemanorthirdpartybetweentheuserswhoareinvolvedinthetransactions.Representsa
financialledgerentryofdatastructurewhichconsistsofrecordoftransactionswhichisdigitally
signedandcannotbetamperedasauthenticityisensuredinwhichtheledgerisconsideredtobeof
highintegrity.Oneoftheleadingandhighlyvaluedplatformofblockchainis“HyperledgerFabric”
whichismeantforsecuringtransactionsandservesapowerfulcontainertechnologyforsmartcontract
developmentintheglobalcapitalfirms.ThepotentialofBlockchainandDLTincapitalmarketsin
thisupcomingworldcouldremovemanyoftheinefficienciesandcostsinherentintheglobalcapital
marketsacrosstheworldandcouldbeconsideredasaviabletechnologywhichenabletosettlement.
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1. INTRodUCTIoN

Theglobalmarketsacrosstheworldareincreasingdaybydayandallarelookingforatechnology
where transactionscouldbedonewithout theneedofacentralizedauthoritybetweenthedealer
andthebuyer.Sincecapitalisaverycriticalcomponentwhichisusedforgeneratingtheeconomic
outputs,Capitalmarketsincludesprimarymarketsandsecondarymarkets,whereprimarymarkets
consistofstocksandbondswhichareissuedandsoldtoinvestorsandsecondarymarketsconsists
ofthetradeexistingsecurities.Capitalfirmsaremarketsmainlymeantforbuyingandsellingequity
anddebtinstrumentswhicharesecuritiesintheglobalworldorinotherwordswhichfacilitatesthe
buyingandsellingoffinancialinstruments.Capitalmarketsinvolveissuingofstocksknownasequity
securitiesand issuingbondsknownasdebt securities formedium-termand long-termdurations
(Condos,Sorrell,&Donegan,2016). It includesvariousparticipantsas the individual investors,
municipalities, governments, companies, organizations, banks and financial institutions. As the
blockchainactsasacatalystfortheevolutionofvariousnewapplicationsandisanext-stepfrom
computingarchitecturalconceptsneedstotakecareoffivekeyconcepts–blockchain,decentralized
consensus,trustedcomputing,smartcontractsandproofofworkorstake.Built-in-robustnessisone
ofthemajoradvantageofBlockchaintechnologyasithelpsinstoringblocksofinformationthatare
sameacrossitsnetwork.Anotheradvantageofthedistributedledgeristhatitcannotbecontrolledby
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anysingleentityandhasnosinglepointoffailure.Theblockchainnetworkalsoresultsintransparency
astheinformationisembeddedwithinthenetworkanditispublic.Itcannotbecorruptedatanycost
asalterationofanydataontheblockchainwouldresultintheusageofahugeamountofcomputing
powertooverridetheentireprocess.Theblockchainmakesupanetworkofcomputingnodeswhich
solvestheproblemofmanipulation.Theglobalnetworkofnodesusetheblockchainnetworkashelps
insolvingtheproblemoftransactionsofstocksorbondsamongthecapitalfirms,whereitverifies,
validatesandauthenticateseachandeveryuserwiththeirowncredentialsandrecordstransactions
intheledgerwhichisdistributedamongalltheparticipantsinthetrade(Buehleretal.,2015).

DLTorthedistributedledgertechnologyhasbecomehasattractedalotofpeoplefromvarious
industrieswhichhasexploreda lotofapplicationsinwhichthecentralizedconsensusprocess is
replacedbyDLT.ApplicationofDLTtocapitalmarketsisoneoftheareasattractingpeople’sattention.
Global exchanges, CCPs, CSDs, banks, dealers, and market facility providers have productively
exploredDLTapplicationsthroughPoC(proofofconcept),andventureintechnologyincomeproducer
orparticipatingconsortiums.CostreductionisoneoftheinherentadvantagesofexploitingDLT
forcapitalmarketframework.DLTenablesnetworkpartnerstovalidatethetransferenceofrights
betweeneachother and share those records in anchangelessmannerbyapplyingcryptographic
technology(Swanson,2015).DLTconsistsoffivetechnologicalfeaturessuchasdatabasetoreport
ledger, cryptographichash function toabstractdata,publickeycryptography,P2Pnetwork, and
consensusalgorithm.A‘smartcontract’functionfacilitateuserstogeneratebusinessapplications
thatcanbedeployedandaccomplishedondistributednodesonlytodevotedpartiesorasoleentity.
Duetothedifferenceinopennesspolicies,appropriateconsensusalgorithmsdiffer.Sinceanyone
canproducenewblocksinpublicDLTs,assignmentslikeproofofwork(PoW)arerecurrentlybuilt
intotheconsensusalgorithmtoavoidvenomousparticipantsoverwritingpastfacts(seeFigure1).

ConsortiumorprivateDLTscanconfineblockcreationtodesignatedshareholders.Itisalso
possibletorestricttenancyofmultiplenodestoasingleindividualorentity.Theseaccesscontrol
deliberationenablesuseofaswiftconsensusalgorithmwhereachiefnodenominatedbyasimple
rulebringaboutanewblock,andthentheblockisapprovedbyapredefinedproportionofnodes
(Underwood,2016).

Thispaperproposesaboutthepotentialofbringinguptheblockchaintechnologyandhowit
canleadagreatimpactontheFinTechindustriesandhowitisdesignedtosolvetheproblemsof
doblespending,issueoftrust,Consensusonthelatestcorrectversionofthetransactionhistoryand
notallowinganyonetomakechangesuponanagreedchainoftransactions(Paech,2016).Global
capitalmarketarefinancialmarketswhichareequitysecuritiesknownasstocksanddebtsecurities
whichareknownasbonds.Inotherwords,theyaremeantforbuyingandsellingstockandbond
financialinstruments.Capitalmarketfirmsconsistsofissuingequitysecuritiesanddebtsecurities
for long-termandshort-termdurationsas in thecontractofoneyearormoredependingon the

Figure 1. Working of DLT among the peer nodes (Source: Swanson, 2015)
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