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ABSTRACT

The concept of blockchain is prevalent globally in today’s times. It has shown remarkable growth and
has shown a lot of achievement by executing systems of peer-to-peer cryptocurrency. The cryptocurrency
was introduced in 2009 but created hype about digital currency around the world in 2017. Blockchain
works on the concept of a “distributed ledger/database.” The transactions are recorded and replicated
to all the participating parties chronologically. Blockchain has verified to be immutable and provides
accountability, integrity, and quite a lot of confidentiality through a pair of private and public keys.
Various sectors have started using blockchain due to its salient features. Asset management is also one
of the areas where blockchain can reduce transaction costs, approval waiting time, and increase trans-
parency. The complicated processes of asset management can be automated by unifying permissioned
and permissionless blockchain. This chapter discusses how asset management firms can use blockchain
opportunities to harness its benefits.
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Transformation of Asset Management Systems Through Blockchain

INTRODUCTION

A blockchain can be defined as a “distributed ledger/database” to record the transactions in a chrono-
logical manner without the intervention of any central authority. The blockchain concept was first intro-
duced around 2008 and used in a cryptocurrency named Bitcoin in 2009. This Bitcoin created hype in
the cryptocurrency market in 2017. Bitcoin and blockchain are used as synonyms in the cryptocurrency
literature, but the earlier one is an application, whereas the latter is a concept or framework. Conceptu-
ally a blockchain is a sequential chain of blocks, and these blocks are analogous to pages in a manual
ledger. As a transaction take place, it is transmitted to the entire blockchain network in the form of the
coded language known as cryptography.

In a traditional transaction management system, a trusted third party is required to authenticate a
transaction. At the same time, a blockchain work on a peer to a peer network system, no centralized or
trusted third party is required to authenticate a transaction. Any specific party/ node in the network act
as a miner. Miners act as transaction validating agents in a blockchain network. The only requirement
is miner has to solve a highly coded puzzle attached with a transaction to ensure no double-spending
and other parameters of an authentic transaction. Once the miner validates a transaction, it is updated
to all the network nodes.

Although blockchain is synonyms to Bitcoin and crypto-currencies, the application of the concept
is continuously increasing in other areas such as Global payment, Insurance Claim processing, Internet
of Battle-Field Things (IoBT) and Internet of Things (IoT). The glaring features of Blockchain technol-
ogy, like its anatomy, immutability, decentralization and integrity, are making it a feasible choice for
financial services applications. With the help of this technology, financial transactions can occur without
any financial institutions like banks or any other intermediaries.

From the application point of view, blockchain systems can be bifurcated as:

1. Permissionless blockchain systems are formulated mainly for cryptocurrency assets, like Bitcoin.
This blockchain is public; that is why any node can be a party in maintaining a blockchain without
the permission of any designated authority (Nakamoto,2008). Permissionless blockchains are used
for cryptocurrency transactions among private identities. Through the mining process, new currency
units are created.

2. Whereas a network of priory known parties is available, a permissioned blockchain network is
maintained to manage the blockchain. A consensus protocol is used to a mutual agreement for
validating a transaction among the trusted parties.

There are several challenges to assets like cars and houses on the blockchain. First, we have to check
the physical existence of the asset, its registration and its actual owner. Second, it is also to ensure that
the asset is not sold two or more times or two or more people simultaneously. Finally, it is also essential
to know whether the transfer of the asset is allowed in the law of the land or not.

The main objective of this chapter is to discuss how assets management can be improved by the
application of the blockchain mechanism. For this purpose combination of permissioned and permis-
sionless blockchains is required. We will also discuss the complete concept and model for unifying the
permissioned and permissionless blockchains with a suitable theoretical and feasible technical framework.

Before diving deeper into the topic, we need to understand the following essential components of
blockchain:
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