Ethereum (ETH)

Investing in digital currencies

Ethereum is the second-largest cryptocurrency by market
capitalisation, following Bitcoin. Ethereum, however, is
more than just a cryptocurrency. It is an innovative open-
source platform based on blockchain technology which
facilitates the creation and operation of decentralised
applications (dApps) and smart contracts. These applica-
tions range from interactive games to financial services
such as lending.

History

Ethereum was launched in 2015 by a group of developers
led by Vitalik Buterin. Their goal was to extend the use of
blockchain technology beyond simple monetary transfers
and unlock its potential for decentralised applications
and smart contracts. Since its inception, Ethereum has
evolved into one of the leading platforms for these inno-
vative technologies, serving as the technological founda-
tion for many other blockchain projects and cryptocur-
rencies. As the use of the platform requires payment in
Ethereum coins (known as Ether), this also drives demand
for Ethereum.

Technology

Like most cryptocurrencies, Ethereum is based on decen-
tralised blockchain technology operated by a network

of computers. Ethereum uses a consensus mechanism
known as Proof-of-Stake (PoS) to validate transactions.
In simple terms, participants in the network deposit their
coins to gain the chance of being selected as a validator
for the next block in the blockchain. The likelihood of
selection is proportional to the number of coins deposit-
ed. The randomly selected participant earns Ethereum as
a reward. The depositing of coins is referred to as stak-
ing. PoS mechanisms consume significantly less energy
compared with Proof-of-Work (PoW) processes, which
are used by Bitcoin and other cryptocurrencies.
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Special features

Smart contracts

At the core of Ethereum are self-executing contracts
stored on the blockchain, known as smart contracts.
When pre-programmed criteria are met (e.g. receiving
a payment in Ethereum), the agreed compensation is
automatically carried out (e.qg. transferring the equiva-
lent value in another cryptocurrency).

dApps (decentralised applications)

dApps are programmes that operate on the blockchain
and can perform a wide range of functions. They are
comparable to websites, but with a key difference: while
websites typically connect to a server and database in
the background, dApps interact with the blockchain
through smart contracts. The applications range from
financial transactions to social media and games.

Use cases

Decentralised finance (DeFi)

Ethereum is the leading platform for DeFi (decentralised
finance) applications, which enable financial services such
as coin trading or lending outside of the traditional financial
system.

Non-fungible tokens (NFTs)

Ethereum has enabled the creation of NFTs, which dig-
itally represent unique assets such as artworks, collect-
ibles and real estate. NFTs have the potential to trans-
form our understanding of ownership and copyright in
the digital age.
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Decentralised autonomous organisations (DAOs)
Ethereum also facilitates the creation of decentralised
organisations, which operate like companies but without
the need for centralised leadership. Instead, the manage-
ment rules are immutably encoded in smart contracts.
Members make decisions through votes conducted on
the blockchain, which are then automatically executed

Classification

Ethereum was designed by its developers not only as a
cryptocurrency but primarily as a platform for dApps and
smart contracts, offering a wide range of applications.
The PoS mechanism it employs is more energy-efficient
than the PoW mechanism. Unlike Bitcoin, an unlimited
number of Ether can theoretically be generated. The rate

at which this happens, however, is regulated by the net-
work to prevent an oversupply.

by smart contracts. This structure offers potential advan-
tages, such as transparency in decision-making, (pseu-
do-)anonymity for members and increased management

efficiency. Links

Cryptocurrencies | zkb.ch/cryptocurrencies
Economic aspects (tokenomics)
Ether (ETH), Ethereum’s cryptocurrency, is used to pay
for transactions and services within the network. As a
reward for staking, it provides a key incentive for users to
validate transactions on the blockchain. Unlike Bitcoin,
Ethereum does not have a maximum limit on the total
number of coins that can be created.

Legal notices

This document is solely for information and advertising purposes. It was prepared by Ziircher Kantonalbank with customary due diligence and may contain information
from carefully selected third-party sources. However, Zircher Kantonalbank provides no warranty as to the correctness and completeness of the information contained
therein and accepts no liability for damages resulting from the use of the document or information contained therein. The document is intended for distribution in
Switzerland and is not intended for investors in other countries. It does not constitute an offer or a recommendation to purchase, hold or sell cryptocurrencies or to
purchase products or services, nor does it form the basis for a contract or an obligation of any kind. This document is not a prospectus or a basic information sheet.
Due to legal, regulatory or tax provisions, the availability of products and services to certain persons may be subject to restrictions, which may arise in particular due to
their place of residence or domicile, nationality or customer segmentation. Restrictions apply in particular to US persons in accordance with the relevant regulations.
This document contains general information and does not take into account personal investment objectives, the financial situation or the special needs of any specific
individual. It is advised to check the information, if necessary with the assistance of a consultant, for compatibility with the personal circumstances and sustainabili-

ty requirements, as well as for legal, regulatory, tax and other implications. Every investment involves risks, especially related to fluctuations in value, returns and, if
applicable, currencies. For an assessment of the specific risks associated with cryptocurrencies, it is recommended to consult the risk disclosure provided by the bank
(e.g. the brochures “Risk Disclosure — Trading and Custody of Cryptocurrencies” and “Risks Involved in Trading Financial Instruments”). Past performance and returns
as well as estimates regarding future performance, returns and risks are not reliable indicators of future results. The tax treatment depends on the personal circum-
stances of each client. It is advisable to consult a tax advisor. In terms of any sustainability information, please note that there is no generally accepted framework or
list of factors in Switzerland that has to be considered in order to ensure the sustainability of investments. Zircher Kantonalbank reserves the right to change services,
products and prices at any time without prior notice. If this document forms part of the Agreement on the Trading and Custody of Cryptocurrencies with the client,
the client will be appropriately informed of any amendments. This document or any information contained herein may not be reproduced or transmitted without the
written consent of Zircher Kantonalbank. © 2024 Zircher Kantonalbank. All rights reserved.
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