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Summary

SMART VALOR As$sa Swiss company, founded in
Zug in April 2017. It is the first decentralized glob:
marketplace for tokenized alternative
investments

The mission of the company is to give access to
digital assetgo people around the world in an
easy, secure and cgohant way.The company
utilizesblockchain technologto democratize
access to wealth

Building on the Swiss crypfdendly regulation,
the VALOR Platforns an online investment
platform with a focus on alternative investments
such as:

1. Cryptocurrenciesand nonsecurity tokens
(protocol, utility, and payment tokens)

2. Assetbacked security tokensuch as
equity in young companies, real estate,
crypto funds, venture capitahnd private
equity funds

As of August 2018, the team consist3a@ffull-time
contributors, led by cfounders Julien Bringer,
Thomas Felber, Olga and Oliver Feldmeigth
offices in Zug (CH), Munich (G&)d Paris (FR). Its
investors and advisory boambmprises okenior
figures from blockchain, bankingnd investor
spaces suchs Markus RindereandDavid
Johnsgon.

SMART VALOR is currently hep@rtered in
Thomson Reuters Labs in Baar (Kanton Zug). It h
been selected out of hundreds of applicants as or
of the five companies hosted hige Thomson
Reuters Incubatorlt has ado been nominated as
top 10 European tech startups of 2018 by Forbes

SMART VALGRerates ag-inancial Intermediary
having beeraccepted as member of théQF SRO
an officially recogred selfregulatory orgargation
pursuant to theSwiss AntiMoney Laundering Act

The staged launch of the VALOR platform is
scheduledo proceed inthe fourth quarter of 2018.
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1. The problem, the opportunitand
companymission

11 {a!'!we¢ +! [ hwQa YAaairzy

The mission of the company is to give access to digital assets to people around the world in an

easy, secure and compliant waytilizingblockchain technologythe company willemocratize
access to wealth.

Beyond digital assetthe companydeploystokenization to realworld assets making exclusive

investment opportunities more widely accessible and simple. Where you are in the world and the

extent of your wealth should not mattelThe VALORatform will democratize access tpeat
investment opportunitesand borderless wealth independent of local limitations and the
dominance of Wall Street.

Just as the internet democratized access to information, blockchain will democratize access to

value and moneySMART VALORIievesthat freedom of financial choe is as much a human
right as freedom of speech.

1.2 The problens SMART VALCGHMsto solve

Today, investing in new digital assets such as cryptocurrencies, protocol takeni€Os is
subject to high danger of hacking, poor user experieacel legal uncertainty

A On the legal side, the majority of investment platforms and exchanges in the crypto asset

space run as unauthorized businessdéwlding limited legal obligatioto users of these
platforms.

A As of todayUSI2.3 billionin crypto assethiave beerlost in various hacking attackJhis
is often due to the lack ad standard systentevel and software security measures,
insufficiently secure wallets and usage comfilex

A In most caseaseisneed technical skillotbe able togenerate transactions, operate
wallets and store the related cryptographic kelysr traditional investors looking to gain
exposure to this new asset class tisisimplynot a viable optio.

Beyond new digital assets, the space of alternative investments such as real estate, venture
capital and private equity is currently accessible only to big investors due to the high minimal
stakes andlliquid nature of these investments. Tokenizatigset to solve this problem by
making alternative investments fractional, accessible and more liquid.

Lastly, the access to investment opportunities gmatection ofa stable andndependent
jurisdictionis a privilege of people in theevelopedworld. The legal framework of banking
systensin such countries as Switzerland and Liechtenstein protbetprivacy and safetpf

1 The Financial Technology Law Ref@818). Thomas A Frick, p.5

2 Forex, options binaires, biens divers, produits dérivés sur crggtifs : la liste noire des sites intern¢2018).
Retrieved fromhttps://www.amf-france.org/Epargnénfo-Service/Protegesonepargne/Listes
noires?#title_paragraph_

31 {B5udo . AfftA2Y AYy [2&a48a | AIKEAIKGE / NBELIG2Q&a a2NIf
https://www.bloomberg.com/view/articles/20186-11/-2-3-billion-in-losseshighlightscrypto-s-morathazard
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clients. Additionally, the open approach of financial supervisory authorities to crypto bustess
makes it andealplaceto resolve the problem oéccesslegitimacyanddata protection in the
crypto space.

1.2.1 Shortcomings of today's financial system
Ly | 6NRIFIRSNI O2yiGSEGT G(KSNB FNB aSOSNIf &K2NIO:z
technology can help mitigate.

Figurel:
Shortcomings of today's financial system

A Multiple layers of intermediaries charge fees throughout the financia
EXPENSIVE system.

INTERMEDIARIES A The sheer quantity of intermediaries creates unjustifiable economic
slack and burdens on society.

A Regular banking crises redistribute wealth betweendess and
WEALTH ordinary citizens through government bailouts.

REDISTRIBUTION A In developing countriegovernments use inflation as a mean of wealf
redistribution from poor to rich.

A Access to banking and financial products is limited in rosntries
INEEEICIENT outside of the developed world.

INFRASTRUCTUR A Money transfers and transaction settlements are slow and expensivi
due to complex institutional landscape and legacy.

The SMART VALOR tebatievesthat it is a basic human right for people all over the world to
possess and make their own decisions about theney and investments his is speciallytrue

in developing countriesyherethere are multiple interferences that make it impossible for pko
to manage their wealth efficiently and safely.

Some countries imposeapital controlswhich prevent their citizens from transferring their own

money abroad or investing in specific assets. Many countriegnfis¢ion to solve economic

problems, whileordinary people bear its cost. Additionally, pension reforms and

misappropriation of assetgan happerat anytime, wipingoutl y A Y RA @A Rdz- £ Qa ¢St £ {

Members of business and government elites can usually protect their wealth. Safe havens like
Switzerlanl, the UK and Hong Kong have become some of the largest centeféstoore wealth
management Beyond safety, access to attractive investment produegpecially in the

alternative investment spageemains grivilege of the few.

1.2.2 Changing the statuquo

SMART VALQRIievesthat cryptocurrencies andlockchairtechnology have arrived to
challenge this statuguo. Today, anybody anywhere can buy Bitcoin or Ether and invest in
attractive startups alongside Silicon Valley investors.

9 5’



However, this proces referred to as Initial Coin OfferinCO) currently suffers fronregulatory
uncertainty. Regulation significantly lags behind the development enabled by blockchain
technology.In this contextSwitzerland has emerged as one of tiieballeaders irthe
blockchain spaceasit benefits from its fundamentallyliberal and principlebased regulatry
approach Switzerlandecamethe second largest country in terms of ICO volueme home to
many highquality ICOs such as Bancor, Status, Cosmoswio.raised a total o SCL.06billion
last yeat.

As political leadership in Switzerland announced plans for the country to become one of the
leading nations in this fieldGrypto Nation Switzerland®, the Swiss financial regulator created
'ICO Guideties' which are targeted at enabling legitimate innovators to run compliant
fundraising$8. The dedicated Blockchain taskforce createdhsyState Secretariat for
International Financial Matters (SiE)working on creation of further regulatory adjustmehftn
Liechtensteinthe government islsoworking on new Blockchain Law, which is expected to
become effectiven 2019

1.3 Tokenization: a technologgriven, tectonic shift

Frequently, the invention of distributed ledger technology (blockchigicpmparedo the
introduction ofinternet andTCP/IP protocol in the early nineties. In the same way the internet
enabled global access to information, blockchain is set to enablmighccess to valyéinance
and moneyln this sense e blockchain is essentially thrgernet of valué.

The first effects of it are just starting to take shape in the form of remittances and globally
crowdfunded projects. This is just the beginniAg.cryptocurrencies evolve and ownership of real
assets transform with tokenization, the fundamental change it drives will reverberate through
every branch of the financial system.

In this context SMART VALGOTRschosen to focus on building a decenizald marketplace for
tokenizedalternative investmentsthat will enable thedemocratizationof access to wealth.

Traditional alternative investments like private equity, venture cap#atl real estateepresent

in many cases attractive investment oppamities. However, these adess liquid assethat are

not easily accessible to average investors. Manyweald assetssuch aseal estate, art,

diamonds and goldare difficult to physically divide or transfer. Buyers and sellers often exchange
written contracts that usually represent the entire asset. These paper trails can make keeping
track of complex legal agreements difficult. High value, unavailability of fractional ownership, non
fungibility and high transaction costs lead to many of thesetasdseing illiquid and excluded from
trade.

This is where tokenization comes in. Tokenization is the representation of rights to an asset
through acryptographic token issued on the blockchaiiiokens are a frictionless way to transfer
the ownership of any asset.

4 The State of the Token Market: A Year in Review and Outlook. (2018). FabricVenturesesizhieok

5 A banking centre seeks to reinvent itself. (2018). Retrieved frtips://www.economist.com/financeand-
economics/2018/02/24/abankingcentre-seeksto-reinventitself

6 FINMA, E. (2018). FINMA publishes ICO guidelines. Wetifieom
https://www.finma.ch/en/news/2018/02/20180218nm-ico-wegleitung

7 Blockchain/ICO working group established (2018) Retrieved from
https://www.efd.admin.ch/efd/en/home/dokumentation/nsknews_list. msgd-69539.html

8 Q&A with Olga Feldmeier, Cryptoqueen and CEO SMART VALOR (2018)ekabed from
https://www.forbes.com/sites/montymunford/2018/07/30/qawith-olgafeldmeiercryptoqueenand-ceo-smart-
valor/ - 5e3f64d73bcd

10 5’


https://www.economist.com/finance-and-economics/2018/02/24/a-banking-centre-seeks-to-reinvent-itself
https://www.economist.com/finance-and-economics/2018/02/24/a-banking-centre-seeks-to-reinvent-itself
https://www.finma.ch/en/news/2018/02/20180216-mm-ico-wegleitung
https://www.efd.admin.ch/efd/en/home/dokumentation/nsb-news_list.msg-id-69539.html
https://www.forbes.com/sites/montymunford/2018/07/30/qa-with-olga-feldmeier-cryptoqueen-and-ceo-smart-valor/#5e3f64d73bcd
https://www.forbes.com/sites/montymunford/2018/07/30/qa-with-olga-feldmeier-cryptoqueen-and-ceo-smart-valor/#5e3f64d73bcd

1.3.1 Benefits of tokenization

Migratingassetgo the blockchain offers several major advantages over traditional securitization
or other forms of digitalizationThese advantages asemmarizechere.

Figure2:
Advantagesof Tokenization

DECENTRALIZED RECORD SMART CONTRABASED

OWNERSHIP EXECUTION 24/7 ACCESS

No need to trust a bank or any  Selfexecuting securities based Just as with cryptocurrencies,
other centralized institution to ~ on smart contracts will allow for
keep asafe record of the more complex conditional
ownership of your assets. payment structures to be
reflected and automated.

tokenized investments can be
traded anytime, from anywhere
in a global P2P network.

INSTANT EXECUTION FRACTIONAL OWNERSHIF ENHANCED LIQUIDITY

The blockchain accommodates Tokens represent a tiny fraction Tokens can be traded at any

both transfer transactionsanda 2 ¥ G KS | 4a S0 Qa time. This creates greater
record of ownership. Transfer of investing in that asset more liquidity in traditionally illiquid
ownership is instant (instead of affordable to a wider group of  asset classes like private equity
the 2-3 dayssettlement time on  investors. and physical assets.

i2RF&Qa aidz0]

The major advantage of tokenization is that the digital representation of the ownership rights is
created ona publicblockchaifi. A publicblockchain is a globiglaccessible ledgewith
decentralizednmanagemenbperatedby anetwork of peers which comply with an open source
protocol. This network acts as treame place for the record of ownership and its transfer.

The transfer of ownership of any asd#icked token issued on the blockchain carepeallyfast,
secureand costefficient as the transfer of Bitcoin or Ether on their respective netwoRigure 3
illustratesthe difference between aexemplaryshare transfer via traditional processrsus
blockchain.

Figure3:
Share transfer vidraditional (top) versus blockchain (bottom) technology

9 Prableen Bajpai, C. (2018). Blockchain. Retrieved fittps://www.investopedia.com/terms/b/blockchain.asp
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SHARE TRANSFER IN PUBLICLY TRADED COMPANY

DAYS

CENTRAL SETTLEMENT
INVESTOR A INVESTOR B

TOKEN SALE

ETH

INVESTOR A SECONDS INVESTOR B

TOKEN X

In addition to theadvantages mentioned abovthe global distribution of security tokens can be
significantly simplifiedd 2 K Sy a4 S OdzNR (i AdnjlianceNsBn bé sufprBaged, iviicR = O
means that regulated trade will no longer be restricted to walled gardens. Security tokens will be
able to trade anywhere, including decentralized exchanges. Further, baking compliance into the
token could help market paidipants navigate thextremelycomplextask of selling securities

F ONR &aa % 2 NRSNE ¢

Thepotential of securitization on the bdckchainis massive, which is why many exchanges and
banks have started to build their own applications on private blockchains. The size of the
opportunity becomes apparent when looking at the size of the market capitalization of listed
companiesvorldwide, which recently reachedS¥Y9.2trillion after considerable growth in the
last 30 yearss illustrated irFigure4.

10 McKeon, S. (2018). The Security Token ThesiseRadriromhttps://hackernoon.com/thesecuritytoken-
thesis4c5904761063
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Figure4:
Market capitalization of listed companies worldwidel97520171*

e In comparison, the crypto asset
) market capitalizatiomepresents
/ only around 04% of today's
ot equities market. Atokenization of
/ real-world assets takes oféind

/ N ICOs morph into the new forof
e IPOthe digital asset market
/"'\_\ / ' capitalizationis set to grow
s ' exponentially.

-
e

1.3.2 Challenges of tokenization

In a network that powers tokenized assets, consistency is keyprbiecols underneath public
blockchairs enable thesecure, immutable anatonsistently reliableexecution oftransactions and
smart contractsin dealhg with real world assets represented by tokens new challenges arise.
One of them is esuring consistency between the physical asset and its digital téken

The tokenization ofealworld assets is an ongoing challenge that requires innovative solutions.
These solutions need to incorporate technology with new business proceasddn some cases

- new legal forms. Clearly defined legal models need to be put into place to protect bo#sslee
seller and the investo To manage these challenges, the VALOR Platfamonporatesadditional
auditing procedures. These procedures vary across different investment types.

For example, today the number of shares issued by a certain company ideddna public
company registry in the country where the company is domiciled. As these entities move to a
blockchairbased solution, the change of ownership will be directly registered in the putdgete
without any time lag. The first implementatiaases are already in progress today, such as a
company registry ilswitzerland® anda real estate registry in Swed€nAs more and more
centralized registries for all sorts of assets movechain in the coming years, consistency
between tokens and theirnderlying assets will become less and less of an issue.

11The World Bank. Market capitalization of listed domestic companies (curranS)SRetrieved from
https://data.worldbank.org/indicator/CM.MKT.LCAP.CD?end=2017&start=1975&view=chart

12This consistency is needed to avoid the situation limclv an asset could be represented through redundant tokens
and sold many times on different market places

13 Moi, G. (2017)Proof of concept (POC): Blockchain for das Handelsregister des KantofROF¢nRetrieved from
https://www.bj.admin.ch/dam/data/bj/staat/rechtsinformatik/magglingen/2018/0tmoi-d.pdf Note: This
consistency is needed to avoid the situation in which an asset could be represented through redundant tokens and
sold many times on different market places

14 Anand, S. (2018). A Pioneer in Real Estate Blockchain Emerges in Europe. Retrieved fro
https://www.wsj.com/articles/apioneerin-reatestate-blockchairemergesin-europe- 1520337601
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%&e moving into a periof

of human history whereby
very large numbers of
people can become owne
of wealth through
distributed ledger
technology.

Enabling access to the
world@ financial markets
and therdore the universe
of investment
opportunities, from
conventional investments
to participation in mass
collaboration ventures,
microlending schemes,
blockchain IPOs, and
reputation-based
microlending, will open
access to capital.

Don & Alex Tapscott
Blockchain Revolution.
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2. What is theVALOR Platform and
who is It for?

TheVALOR Platforns anonline investment platform with focuson digital assets such:as
1. Cryptocurrencies and nesecurity tokens (protocol, utility and payment tokens)

2. Assetbacked security tokensuch as equity in young companies, real estate, crypto
funds, venture capitabnd private equity funds

All investments on the platform are aged in a form of token, a cryptographic object issued on
the blockchain, powered by smart contracts.

All these investments belong in the space of alternative investments. Thereforg/Ah®R
Platformis positioned as a marketplace for tokenized alteimatinvestments. It is operated by
SMART VALOR AG, a Swiss company founded in 2017 in Zug (CH)

SMART VALOR operates as Financial Intermediary, being accepted as member of the VQF
SRO, an officiallecognizedselfregulatoryorganizationpursuant to theSwiss AntMoney
Laundering Act.

The unique service propositiaf the VALOR Platforia an easy, secure and compliant access to
alternative investments for investors independent of their wealth or destination.

For traditional investorg solvesthe problem of legitimacy and securitin the crypto space.
Additionally,it givesthem access to alternative investments, which are not availtdléhem
today. ThidJSIY¥ trillion industry is today accessible to only rich and influential people in
developed countries. The tokenization of assetsdgamechangewhich will democratize access
to wealth, independent of netvorth and location.

2.1 What is theproduct offering?

TheVALORatform will be rolled out in twanajor stagesin the beginningit will focus on
cryptocurrencies and nossecurity tokens.The reason fothe staged approach ighe regulatory
approval process. lAugust2018 SMART VALOR e#eed Financial Intermediastatusin
Switzerland which enables it to offer n@ecurity tokens.

In thesecond stage ofhe roll-out, after receiving a bank licengde VALOR Platformill focus
on security tokens Withinthe security token spacehe phtform willfocus on tokens backed by
equity in young companies, crypto funds, real estate, venture capital private equity.

2.1.1 Cryptocurrencies and nesecurity tokens

Investments ircryptocurrencies and other noisecurity tokensare on an extensive graw

trajectory. Within the last two yearshe total market capitalization went frordS[12 billion to

252 billion, reaching 828 billian between (as of 7th August 2008Although it fel significantly

from the onceachieved peak, the annual growth of the last 12 months reached 252%. This kind of

15Commercial registry certificate of SMART VALGRRetrieved from https://zg.chregister.chfcr
portal/auszug/auszug.xhtm|?uid=Ct386.481.585
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growth attracteda significant number of investors. The volume traded daily grew ftti3.7
billion to US[11 billion despite the bearish market.

Beyond cryptocurrencieshere is another crypto asset class of reecurity tokens such as
protocol tokens, payment and utility tokens often issued in ICO. These assets constitute an
expanding share of the total crypto market capitalization. Within the last sieare their share

of total market capitalization grew by around a multiple of 3, expanding from ca. 11% to 30%.

Figure5:
Crypto market compositioff

The performance of crypto assets during the last years was beyond anything imaginable in
traditional capital markets. Last year, Bitcoin achieadd369% annual growth, while all crypto
assets combinedecordeda 707% returnSMART VALOR estimategptoairrencies to grow
further while Bitcoin has a good chance of establishing itsedfsisre of value (digital golé)

As more legal clarity is being broughttht® cryptocurrency space, the interest from traditional
and institutional investors keegrising. Thsinvestor segment will however only consider
platforms that provide fully compliant and secure \84&y invest in these crypto asset$his is the
business opportunity SMART VALOR is focusirigjtaaily.

2.1.2 Assetbacked security tokens
Alternative irvestments are a rapidigxpandingSDY trillion industry of highly profitable but less

liquid assets, which are not easily accessiblmastinvestors®. Private equity (PE) and venture
capital (VC) is the biggest category representing around one thatl alternative investments.

16 Global Charts | CoinMarketCap. (2018). Retrieved from https://coinmarketcap.com/charts/

17Hunter, J. (2018). Ein Detail macht Hoffnung, dass der Bitcoin zuriiokko stérker als je zuvoRetrieved from
http://www.businessinsider.de/detbitcoin-20184?IR=TUSD
Anthony Cuthbertson (2018) BITCOIN PRICE RISES USD500 IN 24 HOURS Retrieved from
https://www.independent.co.uk/lifestyle/gadgetsandtech/news/bitcoinprice-latestrise-ethereum
cryptocurrencymarketvaluenewslive-a8314206.htmi

18 Preqin. (2017)2017 PREQIN GLOBAL PRIVATE EQUITY & VENTURE CAPITAheREERORAIN of alternative
assets in this report does not include real estate.
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