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What makes custody work?

Current Post-Trade Linkage Model
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Simplified model

A global custodian establishes
links to national markets by
using local in country sub-
custodians

Main Services are

« Safekeeping & Settlement

* Notifications and
processing of corporate
actions

+ Collection of interest,

dividends and principal

repayments

Cash management

Reporting services

Compliance monitoring

Access to sub-custodians &

clearing houses

+ CSD single source of truth

» CSD sole issuing entity
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The Digital Asset world today

« Currently 1’800 digital or crypto currencies in the world, traded on 185 “exchanges” (more
accurately “brokers”) globally.

« Exchanges are for the most part completely unregulated

« Each digital exchange has different protocols for establishing an account and trades different
crypto currencies

* The link to “real” money is more than tenuous

« Exchange operators can hide behind opaque structures with no accountability
* Fees are very high, up to 400 basis points per transaction

» Portfolio and Tax Reporting are non-existent

« An asset “holding” is defined by an encryption key which, if lost, loses the entitlement and the
ability to sell the asset completely

« Most markets have a lack of real liquidity, i.e. the ability to convert the digital currency back into
real money
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Traditional vs. Digital
Traditional

« Dematerialized shares, bonds,
mortgages
* Precious metals

Digital

Traditional assets tokenised
Non-tradeable assets
tokenised

Asset -backed crypto & coin
issues




Custody tomorrow

a Permissioned DLT / CSD Model

Participant

Sponsored

Participant accounts

Participant

Regulation

e Decentralised DLT Network Model

Regulatory
Technical
Standards



The history & possible development of Custody

?

Permissioned DLT /
CSD Model

Dematerialization é

Vault Services ‘ l Decentralized DLT

Vault

Network Model

Today

| @
| Centralization /

immobilization
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SIX Digital
Exchange

Safe, secure, stable, transparent and
accountable custody

The first requlated and credible market infrastructure to
provide a fully integrated trading, settlement and custody
capability for digital assets on the base of DLT technology.

Safe environment for issuing and trading digital assets.

Enable the tokenization of existing securities and non-bankable
assets to make previously untradeable assets tradeable

A bridge for our clients from the existing to the new world.

Flexible timeline for clients to decide for themselves when to
move.

Secure, stable reliable — trustworthy
From a recognized and regulated provider.
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Disclaimer

This material has been prepared by SIX Group Ltd, its subsidiaries, affiliates and/or their branches (together, "SIX") for
the exclusive use of the persons to whom SIX delivers this material. This material or any of its content is not to be
construed as a binding agreement, recommendation, investment advice, solicitation, invitation or offer to buy or sell
financial information, products, solutions or services. It is solely for information purposes and is subject to change
without notice at any time. SIX is under no obligation to update, revise or keep current the content of this material. No
representation, warranty, guarantee or undertaking - express or implied - is or will be given by SIX as to the accuracy,
completeness, sufficiency, suitability or reliability of the content of this material. Neither SIX nor any of its directors,
officers, employees, representatives or agents accept any liability for any loss, damage or injury arising out of or in
relation to this material. This material is property of SIX and may not be printed, copied, reproduced, published, passed
on, disclosed or distributed in any form without the express prior written consent of SIX.

© 2018 SIX Group Ltd. All rights reserved.
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