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What is Blockchain?



‒

SHA256(Block Number, Data, Previous Block’s Hash) -> Hash
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HOW DOES BLOCKCHAIN MINING WORK?

Source: Medium, How does Bitcoin/blockchain mining works?

The cryptographic puzzle requires miners to find a hash smaller 
than the set target for it to be valid



‒

SHA256(Block Number, Nonce, Data, Previous Block’s Hash) -> Hash
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HOW DOES BLOCKCHAIN MINING WORK?

Source: Medium, How does 

Bitcoin/blockchain mining 

works?

• There is a total of 16⁶⁴ possible SHA256 cryptographic hash values 
• Every leading zero reduces the number’s magnitude by a factor of 

16
• There is a limited range of around 4 Billion values of nonces
• Average miner takes 40 seconds to do 4 Billion passes. 



‒

SHA256(Block Number, Timestamp, Nonce, Data, Previous Block’s 
Hash) -> Hash

timestamp representing the current Unix time (number of seconds 
elapsed since 1st January 1970), that means timestamp is constantly
refreshing !
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HOW DOES BLOCKCHAIN MINING WORK?

Source: Medium, How does Bitcoin/blockchain mining works?

https://en.wikipedia.org/wiki/Unix_time


‒

HOW DIFFICULT IT IS TO FIND A PRIVATE KEY?
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What is Bitcoin



‒

WHAT IS BITCOIN?

Some elements to understand bitcoin:

• The inventor of bitcoin (and of Bitcoin blockchain) is an anonymous
person identified with the name of Sathoshi Nakamoto.

• Bitcoin is the accounting token on the Bitcoin blockchain, was
created after the economical crisis of 2008 as a store of value
(digital gold).

• There is no central parts controlling bitcoins (no central bank).

• Allows peers to peers transaction. The holder of the keys can move
the bitcoin which are registered on the blockchain. Wallets facilitate
the use of the keys.

• Is limited in numbers (21 Mio pieces), every miner solving the
mathematical problem which put in security the blockchain is
receiving btc. The reward started with 50 btc per block and is halved
every 210’000 blocks (more ar less 4 years). Today reward amount
to 12.5 btc. Last btc to be mined around year 2140.
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‒

WHAT IS BITCOIN?

Some elements to understand bitcoin:

• Has a deflationary effect and therefore is used as store of value in
heavily inflationary countries (Venezuela, Zimbabwe).

• Is pseudonymous, but traceable, which allows authorities to create a
pattern of the use and discover criminals (eg. Silk road, Mt. Gox
case); very difficult to do Money Laundering with traceable crypto
like bitcoin today, but easy using non traceable ones (Monero).

• Each BTC is divisible up to 8 decimal places (0.00000001 BTC or
1/100,000,000th). 0.00000001 BTC = 1 satoshi. The Bitcoin
protocol could be subdivided further to offer greater divisibility if
needed.

• Since blockchain is decentralized, every Bitcoin node in the network
would have to be destroyed in order to eliminate the currency.
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‒

CAN BLOCKCHAIN EXIST WITHOUT TOKEN/CRYPTO?

Blockchain without token/crypto is like:

• Street without cars

• Cars without gas

• A paper ledger without a pen
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‒

A TOKEN ON THE BLOCKCHAIN…

… is representing an accounting value

… can act as a private mean of payment, a right, an asset, or
any other material concept

… can allow peer to peer transactions, without intermediation

… is programmable (smart contracts) and can execute
autonomous transactions.

… can be used as currency for Internet of Things
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‒

WHAT IS BITCOIN
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Source: https://nakamotoinstitute.org/mempool/the-bitcoin-central-banks-perfect-monetary-
policy/



‒

THE GENESIS BLOCK
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‒

THE GENESIS BLOCK
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‒

TODAY…
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‒

BITCOIN FAKE MYTHS: ENERGY CONSUMING
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‒

BITCOIN FAKE MYTHS: ENERGY CONSUMING
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Source: https://www.seetee.io/static/shareholder_letter-6ae7e85717c28831bf1c0eca1d632722.pdf

Letter to the shareholders of Ater Solution ASA, Energy Norwegian
company, justifing the establishment of Seetee ASA



‒

BITCOIN FAKE MYTHS: MONEY LAUNDERING
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Source: https://www.citivelocity.com/citigps/bitcoin/

https://www.citivelocity.com/citigps/bitcoin/


‒

BITCOIN FAKE MYTHS: MONEY LAUNDERING
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Source: https://www.citivelocity.com/citigps/bitcoin/

https://www.citivelocity.com/citigps/bitcoin/


Why regulate?



‒

REASON TO REGULATE

Some reasons to regulate cryptocurrencies:

• Money Fungibility.

• Avoid market manipulation and create trust in the market.

• Combatting money laundering and terrorism financing.

• Protection of investors

• Financial stability

• Tax

Those are the same reason while also the traditional markets are
regulated
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‒

GEOGRAPHIC DISTRIBUTION OF THE CRYPTOASSET INDUSTRY
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Source: University of Cambridge 2nd Global Cryptoasset Benchmarking Study
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Blockchain and Law (Switzerland)



‒

THE BIRTH OF BLOCKCHAIN AND CRYPTO REGULATION

– In 2014 the Swiss Federal Council
published a report on cryptocurrencies

– cryptocurrencies carry substantial risks of
loss and abuse but they are not in a legal
vacuum: contracts with virtual currencies
are enforceable in principle and penalties
can be imposed for criminal offences.

– Bitcoin is qualified as a commodity,
commerce through bitcoin is not subject to
AML, but the offer of trading with cryptos
requires such authorization.

– Given that virtual currencies are a marginal
phenomenon (reminder, report dated
2014) and are not in a legal vacuum, the
Federal Council sees no need for legislative
measures at the moment.
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‒

THE BIRTH OF BLOCKCHAIN AND CRYPTO REGULATION

– In February 2017 the Swiss Federal Council started a

consultation on FinTech regulations

– aim to regulate fintech and other firms that provide

services outside normal banking business according to

their risk potential

– Simplified authorization until CHF 100 Mio with no

lending business

o Simplified operating requirements relative to the

current banking license in the areas of accounting,

auditing and deposit protection. Less stringent

requirements particularly in the areas of minimum

capital, own funds and liquidity would have to be

regulated within the scope of implementing

regulations to be issued later.

– Normal authorization if more than CHF 100 Mio

o But with a case by case study that could allow

simplified requirements if justified.
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‒

THE BIRTH OF BLOCKCHAIN AND CRYPTO REGULATION

– First rules entered in force on 1.8.17

(amendment in the banking ordinance) and

FINMA Circular 08/3 on public deposits

– With this amendments a form of deregulation

in relation with the accepted deposits is being

proposed:

o No authorization until CHF 1 Mio or 60

days settlement with no interest and

information to users that company is not

supervised by FINMA and deposits are not

protected

o Max 20 deposits of more of CHF 1 Mio for

a maximum of 60 days are allowed.

– This change should allow firms to try out a

business model before they are finally

required to obtain authorization in the case of

public funds of over CHF 1 million.
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‒

NEW SAND BOX LEGISLATION

– Second novation rule introduced 
with amendments of the Banking 
Act that will be in force on 
01.01.2019

– Introduction of FinTech license:
• deposits up to CHF 100 Mio
• No interests
• No asset management
• Capital requirement: CHF 

300’000
• Reduced application of 

banking rules 
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‒

REGULATOR ACTIVITY DURING THE LEGAL SET UP

– Issue of guidelines

– Setup of a FinTech Department within 

FINMA

– Clear statement that laws will be applied in 

a techno neutral way:

o AML applicable to financial intermediaries

(no need to action against AML, no special

rules like 4th EU AML directive required

since this rules are already in place)

o Authorization to be requested if the

activity fall under the application of the

banking act, the collective investment

scheme act or the financial infrastructure

act.

o Opening enforcement procedures against

illegal behaviours
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‒

FINMA GUIDELINES

February 2018 first FINMA ICOs guidelines

– Clarification on the qualification of the 

token, introducing legal certitude on utility, 

payment and asset tokens

– Evaluation of the application of financial 

laws on the use of tokens

September 2019

– Supplement to the ICO guidelines

– Qualification of stable coins
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‒

BANKING SOFT REGULATION

– Non binding rules for opening of 
corporate accounts for blockchain 
companies, including ICO

– In case of utility token, no KYC up 
to CHF 15’000

– In case of payment token, 
simplified KYC (only simple ID 
copy) up to CHF 3’000

– Detailed AML analysis in case of 
transactions above CHF 100’000

– However, KYC required also for 
utility token, even if according to 
FINMA those are not subject to 
AML
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‒

DISPATHC ON THE FURTHER IMPROVEMENT OF THE 
FRAMEWORK CONDITION FOR DLT

– November 2019

– dispatch on the further improvement of the 

framework conditions for DLT/blockchain

– Implementing the amendments required in 

order to have DLT/blockchain as a legal 

register

– Main Amendments:

– civil law, for the transfer of rights

– insolvency law, segregation of 

cryptoassets

– financial market law, new authorization

– anti-money laundering law, about 

decentralized trading platforms

[●] 2019lars.schlichting@kellerhals-carrard.ch 32



‒

LAW ON THE AMENDMENT OF FEDERAL LAWS TO THE 
DEVELOPMENTS OF THE DLT TECHNOLOGY

– Approuved on 25.09.2020, probably 

entering in force on 1.7.2021

– Not a single vote against the law!

– Main Amendments:

– civil law, for the transfer of rights

– insolvency law, segregation of 

cryptoassets

– financial market law, new authorization

– anti-money laundering law, about 

decentralized trading platforms

– A description of the single amendments will 

be done in the next slides
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CONCLUSION



‒

READY FOR THE BLOCKCHAIN?
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‒

WHO IS SATOSHI NAKAMOTO?

– Check this:

https://cryptonomist.ch/en/blockchain-en/the-white-paper/
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https://cryptonomist.ch/en/blockchain-en/the-white-paper/
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