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Source:	Third	Source,	http://www.thethirdsource.org/media/charts-and-graphs/#.VVEYbKljOLs
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Innovation	



Accenture	Technology	Vision:	Global	Survey	of	3,100	business	and	IT	executive	across	11	countries
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Source:	Time,	http://content.time.com/time/interactive/0,31813,2048601,00.html
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• The	data	volumes	are	exploding, more	data has	
been	created	in	the	past	two	years	than	in	the	
entire	previous	history	of	the	human	race.

• Data	is	growing	faster	than	ever	before	and	by	the	
year	2020,	about 1.7	megabytes of	new	
information	will	be	created	every	second	for	every	
human	being	on	the	planet.

• By	then,	our	accumulated	digital	universe	of	data	
will	grow	from	4.4	zettabytes today	to	around 44	
zettabytes,	or	44 trillion gigabytes.

• Every	second	we	create	new	data.	For	example,	
humans	perform	40,000	search	queries	every	
second	(on	Google	alone),	which	makes	it	3.5	
searches	per	day	and	1.2	trillion	searches	per	year.



• For	a	typical	Fortune	1000	company,	just	a	
10%	increase	in	data	accessibility	will	result	in	
more	than $65	million	additional	net	income.

• Retailers	who	leverage	the	full	power	of	big	
data	could	increase	their	operating	margins	
by	as	much	as 60%

• 73%	of	organizations have	already	invested	or	
plan	to	invest	in	big	data	by	2016

• BUT,	currently	less	than 0.5% of	all	data	is	
ever	analyzed	and	used - Potential?	



What	is	Blockchain	Technology	?	
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Blockchain	in	a	nutshell

Shared	Contract

CryptographyShared	Ledger

Consensus

Ensuring	secure,	
authenticated	&	verifiable	
transactions

Business	terms	embedded	in	
transaction	database	&	
executed	with	transactions

All	parties	agree	to	network	
verified	transaction		

Append-only	system	of	
record shared	across	

business	network

Broader	participation,	lower	cost,	increased	efficiency



Distributed	
Ledger

Independent	
permissioned	
blockchain

Distributed	
virtual	
machine	
(Turing-
complete)

Smart	
contracts	
govern	off-
chain	assets

Network	
achieves	
settlement	
finality

Distributed	Ledger	- Components		

http://www.ofnumbers.com/wp-content/uploads/2015/04/Permissioned-distributed-ledgers.pdf
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Blockchain	in	Private	Investment	Funds	
Several	private	investment	funds	have	spearheaded	the	
implementation	of	blockchain	technology	and	smart	
contracting	in	their	business	model:
• Trading	bitcoin	and	other	cryptocurrencies	to	avoid	
market	fluctuations

• Invest	in	and/or	acquire	companies	that	use	blockchain	
technology	to	provide	synergies	to	their	other	portfolio	
companies

• Fully	automating	a	hedge	fund	secured	by	blockchain	
technology

• Using	blockchain	technology	to	improve	administrative	
procedures	of	private	equity	deal	making

• Using	cryptocurrencies	as	incentives	for	data	scientists’	
competitive	models	that	facilitate	investment	analysis	
efficiencies.	
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Blockchain	Applications	in	Private	
Investment	Funds

• The	dataset	comprises	a	representative	sample	of	
private	investment	funds	that	utilize	blockchain	
technology	in	either	their	strategy	or	operations	
(N=[98])

• Author	and	a	team	of	two	research	assistants	hand-
coded	individual	use	of	blockchain	technology	for	
each	fund	in	the	dataset.	

• The	dataset	was	compiled	through	various	sources:	
– Individual	web	searches	to	identify	funds	operating	on	the	
Ethereum	network

– Searches	on	multiple	databases	including	Westlaw,	
Bloomberg,	and	Google	to	identify	funds	that	were	not	
operating	on	the	Etherium blockchain.	
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Implications	for	Fee	Structure
• Majority	of	private	fund	advisers	that	use	
blockchain	technology,	artificial	intelligence,	and	
big	data	in	different	aspects	of	their	operations	or	
strategy	charge	their	investors	lower	fees.

• Prominent	examples	of	lower	fee	structures	
driven	by	the	use	of	blockchain	technology:	
– Numerai
– LendingRobot’s LendingRobot Series
– Logos	Fund
– Platforms	for	blockchain-enabled	fund	management,	
such	as	those	offered	by	Melonport or	Drago,	among	
many	others.	
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Per-Transaction	Fees
• Traditional	settlement	and	calculation	of	fees	in	a	per-transaction	model	

that	created	a	prohibitive	amount	of	work	making	such	operations	very	
difficult	to	execute	and	prone	to	errors	due	to	manual	reconciliation	or	
settlements

• Blockchain	technology	facilitates	a	seamless	and	efficient	calculation	of	
management	fees	per	transaction.	

• Blockchain	Technology	enables	the	fully	automated	allocation	of	the	
appropriate	fee	to	the	correct	executed	trade	and	associated	client	
account	without	any	manual	reconciliation	or	settlement

• Errors	are	removed	through	the	use	of	blockchain	technology	which	
performs	the	required	calculations	and	settlement	procedures	
automatically	and	seamlessly.	

• The	blockchain	enabled	per-transaction	fee	can	be	pre-determined	or	
modified	by	the	manager	in	cooperation	with	clients.	
– Publicly	available	which	allows	the	private	fund	adviser	to	determine	the	

applicable	fee	in	a	competitive	market.	
– Clients	who	invest	in	a	more	transaction-prone	strategy	will	be	able	to	

agree	upfront	to	higher	fees	whereas	clients	who	invest	in	a	less	
transaction-rich	strategy	will	pay	overall	lower	fees.		
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Examples
• Northern	Trust	in	cooperation	with	IBM,	Numerai,	
LendingRobot,	and	Intellisys Capital	LLC,	Melonport,	
among	many	others.	

• Polychain Capital,	https://angel.co/polychain-capital (last	
visited	Apr.	17,	2017).	

• Northern	Trust,	https://www.northerntrust.com/ (last	
visited	Apr.	17,	2017).

• Numerai,	https://numer.ai/ (last	visited	Apr.	17,	2017).
• LendingRobot,	https://www.lendingrobot.com/#/	(last	
visited	Apr.	17,	2017).

• Intellisys Capital	LLC,	http://www.intellisys.ai/	(last	visited	
Apr.	17,	2017).

• Melonport,	https://melonport.com/,	(last	visited	Apr.	17,	
2017).
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Lending	Robot
• Investors	in	LendingRobot’s Lending	Robot	Series,	the	fully	automated	

hedge	fund	secured	by	blockchain	technology,	unlike	investors	in	
traditional	hedge	funds,	can	withdraw	funding	on	a	weekly	basis	at	no	
additional	cost	to	the	investor.

• Because	LendingRobots’	business	model	removes	the	investment	
adviser,	overhead	costs,	and	legal	fees	associated	with	each	investor	
agreement,	LendingRobot is	able	to	charge	a	mere	1%	management	fee	
and	a	maximum		0.59%	fund	expense	fee	per	year.	

• Other	factors	that	help	keep	the	fee	low	include	the	increased	
transparency	that	allows	LendingRobot to	expense	fewer	resources	on	
auditing	the	fund.	LendingRobot claims	an	average	performance	of	from	
6.86%	to	9.66%	depending	on	the	investment	strategy	selected	by	the	
clients.	

• As	of	March	2017	an	analysis	of	a	broad	range	of	traditional	hedge	funds	
shows	an	average	of	8.89%	annualized	return.	

• The	increased	transparency,	reduced	costs,	and	competitive	
performance	enabled	by	LendingRobot’s use	of	blockchain	technology	
may	give	it	a	competitive	advantage	in	the	private	fund	industry	that	
could	continue	to	exert	pressure	on	fees	charged	by	competitor	funds.
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IBM	&	Northern	Trust
• In	February	2017,	Northern	Trust	and	IBM	entered	into	a	partnership	for	

the	commercial	use	of	blockchain	in	the	private	fund	industry.	
• The	partnership	provides	an	enhanced	and	efficient	approach	to	private	

equity	administration.	
• The	implementation	of	the	Northern	Trust	and	IBM	blockchain	is	

intended	to	increase	the	efficiency,	transparency,	and	speed	of	private	
equity	transactions,	improve	security,	and	bring	innovation	to	the	
private	equity	market	by	simplifying	the	complex	and	labor-intensive
transactions	in	the	private	equity	market.

• While	the	current	legal	and	administrative	processes	that	support	
private	equity	are	time-consuming,	expensive,	lack	transparency,	and	
involve	lengthy,	duplicative,	and	fragmented	investment	and	
administrative	processes,	the	partnership’s	solution	delivers	an	
enhanced	and	efficient	approach	to	private	equity	administration.

• More	specifically,	unlike	the	current	deal	practice	in	private	equity,	
which	requires	parties	to	reconcile	multiples	copies	of	the	documents	
that	form	the	deals	to	understand	the	greater	picture,	the	blockchain	
program	announced	by	Northern	Trust	and	IBM	allows	all	involved	
parties	in	an	equity	deal	to	look	at	a	single	compiled	version	of	the	
transaction	and	all	other	data	relating	to	the	deal.
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Numerai
• Numerai is	a	private	investment	fund	with	a	global	equity	strategy	that	will	

go	live	on	the	blockchain	later	this	year.	
• Numerai operates	on	the	Ethereum	blockchain,	utilizing	a	cryptocurrency	

called	“Numeraire.”	Numerai uses	artificial	intelligence	to	convert	financial	
data	into	machine	learning	problems	for	data	scientists.	

• On	February	21,	2017,	Numerai,	announced:	“[Today]	12,000	data	scientists	
were	issued	1	million	crypto-tokens	to	incentivize	the	construction	of	an	
artificial	intelligence	hedge	fund.”

• Using	data	scientists	for	investment	analysis	creates	efficiency	through	a	
synthesis	of	data.	Data	scientists	working	in	this	model	work	to	solve	the	
same	problems	in	their	own	unique	way	with	different	strategies.

• Numerai synthesizes	these	models	to	create	a	meta-model	out	of	all	the	
predictions	from	the	data	scientists. In	the	Numerai model,	the	use	of	
artificial	intelligence	ultimately	helps	achieve	the	goal	of	efficiency	and	
optimum	capital	allocation	by	reducing	overhead	costs	because	there	is	no	
cost	of	human	capital.

• In	addition,	Numerai eliminates	barriers	to	entry	because	users	do	not	need	
capital	or	any	special	finance	or	data	knowledge.

61



Logos	Fund
• The	Logos	Fund	is	an	alternative	investment	fund	that	
invests	in	blockchain	and	cryptocurrency-related	
investments.	

• It	aims	to	make	blockchain-based	currencies	accessible	to	
professionals	and	a	broad	range	of	investors	by	investing	
in	the	mining	of	blockchain-based	cryptocurrencies	as	
well	as	into	such	currencies	directly.	T

• o	cover	base	costs	and	administration,	the	Logos	Fund	
charges	an	administrative	fee	of	between	1.2%	and	1.92%	
depending	on	the	size	of	the	investment.	

• The	fund	management	also	charges	a	performance-
related	fee	of		from	9%	to	21%	plus		investment	
surcharges	and	redemption	surcharges	in	accordance	with	
market	practices.	
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Melonport
• Blockchain-enabled	platforms	for	setting	up	a	private	investment	fund	cause	

significant	pressure	on	the	existing	fee	structure	of	the	private	investment	fund	
industry.	

• Platforms	such	as	Melonport or	Drago	enable	competitive	gains	for	their	clients	
through	fewer	costs	and	time	barriers	to	setting	up	and	running	a	private	
investment	fund.	

• While	such	competitive	gains	will	benefit	the	majority	of	private	investment	fund	
managers	and	investors,	the	lower	operating	costs	enabled	by	the	platform	
models	will	especially	enable	new	and	future	managers	to	enter	the	market	
because	the	start-up	costs	and	compliance	costs	can	be	significantly	reduced.	By	
enabling	low	set-up	requirements	and	low	costs	of	running	a	portfolio,	platform	
models	may	be	able	to	create	an	unprecedented	competitive	environment	for	
asset	management	strategies.	

• The	cost	of	running	a	private	fund	adviser	portfolio	on	the	blockchain	equals	the	
core	usage	fees,	modular	commissions,	and	the	infrastructure	costs	to	be	paid	on	
the	Ethereum	platform.

• The	usage	fees	are	determined	by	the	protocol,	and	the	modular	fees	are	set	by	
the	module	developers	and	are	a	fraction	of	a	cent	or	a	fraction	of	the	trade	
volume	for	each	usage.	“The	costs	and	complexity	of	setting	up	a	portfolio	using	
the	Melonprotocol are	lower	than	they	are	with	traditional	asset	management	
[funds],	seconds	and	cents	versus	months	and	millions."
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Thank	You	!
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Join the Conversation!

Wulf Kaal
@wulfkaal
medium.com/@wulfkaal

Wulf Kaal
wulfkaal@me.com

Facebook.com/wulf.kaal
wulfkaal.com
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