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Forward

"Real estate hasn’t escaped blockchain disruption either. Previously, transacting 

high value assets such as real estate exclusively through digital channels has 

never been the norm. Real estate transactions are often conducted offline 

involving face-to-face engagements with various entities. Blockchain, however, 

opened up ways to change this. The introduction of smart contracts in 

blockchain platforms now allows assets like real estate to be tokenized and be 

traded like cryptocurrencies like bitcoin and ether."

Investopedia

“Our ambition at HM Land Registry is to become the world’s leading land 

registry for speed, simplicity and an open approach to data. Our Digital Street 

research project enables us to explore how we can use technology to make 

processes such as buying and selling property simpler, faster and cheaper.” 

UK Land Registry

“At Esper Wealth we are not alone in our belief that the world is on the cusp of 

transacting in digital assets. This viewpoint is mirrored by several high profile 

organisations who believe that by the end of this decade this will become the 

norm. Early adopters to this emerging technology are primed to take business 

from less tech savvy organisations.” 

Robert Herring - Director of Esper Wealth
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Introduction
Investing can often be very perceived as very complex, with a seemingly endless list of options available to 

investors. Yet in its simplest term, investment can be broken down to two key elements. These two key 

elements are risk and return. 

As Incentive Theory explains, people are motivated to take actions that result in a reward and will avoid an 

action that may result in a punishment. Translating Incentive Theory into the investment world, any 

investment of a higher risk classification needs to offer a better potential return to motivate prospective 

investors’ to participate.

As you will see, one aspect of investing that has historically done very well is Private Equity. Over a 25 year 

period this area of the markets has consistently outperformed all the major stock market indices. Though 

Private Equity is a huge asset class that offers several options to investors.

One area of Private Equity that has done very well is Venture Capital. The reason for this lays in two parts. 

Firstly, it is easier to a small company to gain rapid growth compared to a larger organisation. Secondly, and 

perhaps more importantly, there are ways to take advantage of the  risk verses return trade-off. 

This brochure focuses on several investment initiatives that have been set-up to reduce an investor’s risk, 

whilst simultaneously improving an investment’s potential ROI. 

This guide is a collection of articles that explain the different schemes available to UK residents that take 

advantage of the risk verse return trade-off by offering exceptional tax reliefs.

In our first article we lift the lid on Private Equity and Venture Capital. We explain what these investment 

terms are and how they work. We then explain why investors should actively seek to invest in this often 

misunderstood area of the financial markets in the pursuit of superior returns.

Next we take a look at the government’s flagship venture capital scheme. The Enteprise Investment 

scheme (EIS) has helped several companies raise the capital they need to grow and prosper. From an 

investor’s perspective, the scheme offers an exceptional tax structure that helps investors mitigage a lot of 

the risk, whilst potentially magnifying investment returns.

Our third article, explains the governments most recent venture capital scheme. The Seed Enterprise 

Investment Scheme offers even better tax reliefs to qualifying investors. We feel that this scheme is an 

essential element of the government’s strategy of incentivising investors to participate in start-up 

businesses. 

Our final article in this guide explains the structure of Venture Capital Trusts (VCTs). A VCT is another 

government scheme that offers tax reliefs to participating investors. As you will see, the tax relief offered 

through this scheme is not as generous as the other two schemes. However, participating investors have a 

lot more flexibility in the companies they can invest in.

By the time you have finished reading this guide you should be better acquainted with the various venture 

capital schemes at your disposal within the UK. More importantly, you should be better equipped to 

understand how you can use them to reduce risk and to increase your ROI.
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The effects of tokens on real estate

The World Economic Forum predicts that within the next 10 years over 10% of the world’s GDP will be stored on 
blockchain, in a process called tokenization. We take a look at how the token revolution will impact real estate.

What is Real Estate?
Real estate is tangible property. It exists. Usually, people live in it. Though it performs many other functions such as 
storing goods and services.

Of course, the industry is massive. Savills reported that by the end of 2020 global real estate was valued at $326.5 
trillion. This makes it by far the largest store of wealth. Putting this number in context it represents four times the size 
of the global GDP. It is also larger than all the world stock markets and bond markets combined.

What are tokens?
According to Investopedia, The term crypto token refers to a special virtual currency token. These tokens represent 
fungible and tradable assets or utilities that reside on their blockchains.

A blockchain is a distributed database or ledger that is shared among the nodes of a computer network. As a 
database, a blockchain stores information electronically in digital format. 

Blockchains are best known for their crucial role in cryptocurrency systems, such as Bitcoin, for maintaining a secure 
and decentralized record of transactions. The innovation of a blockchain is that it guarantees the fidelity and security 
of a record of data and generates trust without the need for a trusted third party.

This security of record data is its key benefit. This allows the technology to be used as a recordkeeper of assets 
cheaply and effectively. If used correctly this technology can deliver complete transparency and total security as they 
are impossible to tamper with.

As tokens are digital they can bring complete liquidity to any asset.

What is tokenized Real Estate?
Real estate tokenization is a way of representing a piece of real estate as tradeable digital security tokens. These 
tradeable digital tokens are secured by blockchain technology.

Real estate tokenization involves creating tokens through blockchain technology and then assigning them to real 
estate properties that already exist or that are under construction.

Currently, this market is growing very fast. Many advocates believe that real estate tokenization will be very common 
within a few years due to the advantages that they offer.

Advantages of real estate tokenization
In this section, we take a look at the main advantages of tokenization For the real estate sector. After all, if other 
assets can be owned digitally then why not property?

Liquidity
Real Estate is expensive. For most people, it represents the largest purchase of their life. The expense of property 
makes it very illiquid.

Tokenization reduces one of the barriers to buying, selling, or owning real estate, as it can be more easily bought and 
sold via tokens. It holds the potential to make a property a very liquid asset.
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Fractional ownership
Tokenization makes fractional ownership of property possible and relatively easy. In some ways, real estate 
tokenization is a form of digital fractional ownership.

This makes real estate ownership accessible to smaller buyers and investors. People who cannot buy an entire piece 
of real estate can buy several tokens in it. This opens up the ownership of the real estate to a much wider and more 
diverse market.

Globalisation of real estate
Through tokenization, anyone can own a piece of real estate. That person could be based anywhere in the world. A 
person simply has to buy a token to get fractional ownership of a real estate asset. This opens up new markets. For 
example, people in mainland China can only invest up to $50,000 in overseas real estate. This makes ownership of 
foreign real estate very difficult in western countries. Tokenization would open up this massive market.

Market Transparency
Depending on how the token is structured, the price of real estate tokens should reflect the underlying value of the 
asset more accurately. It can be assumed that the value of a piece of real estate is the price at which tokens are 
changing hands at that point in time. The implications for the commercial property could sector drive prices up 
significantly as experts theorise that larger commercial projects often change hands at lower prices due to the 
illiquidity of the asset.

For tokens that are investing in several real estate assets, the tokens will trade at a premium to their underlying 
assets. In effect, they will be trading like shares in property funds and REITs where people buy at a premium in 
anticipation of future price rises.

Faster transactions
Real estate tokens should be easier to buy and sell compared to the real estate itself. To buy or sell real estate you can 
simply buy and sell the tokens. This reduces the administration. Sales and purchases can be concluded very quickly. 
Maybe in minutes. This contrasts with the conventional system. Currently, the purchase of real estate often takes 
many weeks.

Cheap transactions
Sales and purchases can be completed digitally, via a trading platform and perhaps an app. Potentially this can be 
done by the buyer or investor themselves. The involvement of real estate agents and other intermediaries (and their 
fees and commissions) is eliminated. It may also save on transfer taxes.

Security
Real estate ownership would be very secure with blockchain technology. This should make fraud or theft impossible 
either during or after the transaction.

Flexibility
Real estate tokens can be used for several functions in real estate. Tokens for example offer fractional ownership or 
entitle them just the rent or capital gain or for both.

There will be a rise in new products for equity release or selling part of your house to fund retirement. There will be 
the ability to leave some of the tokens for security to obtain extra finance.

Real estate tokens can be attached to a single property, commercial property, or land. Tokens can fund a whole 
development or even many developments by effectively becoming funds. The applications for tokens in real estate 
are endless.



esperwealth.com |  07

A Guide to Blockchain Technology And Real Estate

Diversification
Tokenization allows property investors to diversify their investments more easily. Rather than purchasing a share in 
just one building, for example, investors can purchase tokens in many different buildings in many different countries 
and of many different types of real estate. Investors can sell all or just part of investment more quickly through a 
token.

Asset-backed security
Bitcoin was the pioneer crypto token that has paved the way for many others to follow. With Bitcoin and many other 
tokens, its underline value lies in its scarcity. By only having a limited number of coins/tokens in circulation it makes it 
rare. And this gives it value. This is similar to gold.

Real estate tokens in contrast are underpinned by a real physical asset. This should provide a higher degree of 
security. For tokens that deal with several developments, they are strategically placed to take market share from 
other tokens which don’t have real tangible assets to back them up. Importantly real estate tokens, will provide 
investors with an income.

Capital raising
Tokenization offers an opportunity for developers and builders to raise funds for a project more easily by selling the 
tokens to several or indeed many investors or funders. A single piece of tokenized real estate can be owned by 
thousands of investors. This is something that is not impossible via conventional ownership methods. Real estate 
tokens can be an alternative way of raising capital for development from amongst a large number of investors. And 
potentially raising much more money in the process.

Disadvantages of Real Estate Tokenization

Tokenization of real estate is not without its problems. In this section we look at these main issues.

Legalities
Not all countries have a legal framework to allow real estate tokenization or even make it possible. The legal status of 
tokenized assets may be unclear in many places. Even when tokenized real estate has a legal status processes such 
as legal transfer or conveyancing and land registry procedures are still likely to be non-digital. So while tokens can be 
transferred digitally a property still cannot be.

Infancy
As the industry is in it’s infancy, there is still no accepted model for what a tokenized real estate investment should 
consist of, nor for a security token offering (known as an STO).

Currently, tokenized real estate investments are not in the ownership of the property itself but in an SPV (special 
purpose vehicle) which owns the property. This may be a company located in a jurisdiction other than that which the 
property is located.

Tokenization of real estate requires a suitable tokenization provider to issue and manage the tokens. This business is 
still very much in its infancy too.

Not widely known
Real estate tokenization is still not widely known about or understood. Currently, there are only a small number of 
knowledgeable potential investors. This could be a barrier to selling tokenized investments. Only small volumes of 
real estate are sold this way.
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Perception
As tokens are still in their infancy, people may consider tokens risky. This is despite real estate tokens being assets 
backed by property. Consequently, tokenized real estate investments are likely to appeal to younger investors who 
understand the technology. Though as the industry matures this will eventually change.

Resistance
There is likely to be resistance toward real estate tokenization from organisations that have a vested interest in the 
current system of real estate ownership. This includes conveyancing lawyers, as tokenization would eventually cull 
many of their numbers. This is because all information on the property would be stored electronically on the 
blockchain making the information easily accessible for all.

Fractional ownership already exists
Despite what some of the advocates of tokens say, fractional ownership of property is not new. Investors can 
participate in property investment by buying shares in established housebuilders, or property funds and REITs.

Summary
Tokens will undoubtedly bring changes to the real estate industry due to the benefits that blockchain technology can 
offer. Though for the time being tokenization of individual properties is still a long way off.

The immediate benefits are going to be in investment, as tokenization could bring total liquidity to special purpose 
funds that buy real estate assets. Currently, with shares, there is liquidity in real estate but dealing costs mean that 
very small purchases in real estate are quite inefficient. Tokenization will change this.
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1. Local Authority Searches. This is in two parts. LC1 – Local Land Charge Register search. This includes any charges
or restrictions related to land or property. This search is essential as registrations are legally binding on successive
owners. The second part is called a CON29. A CON29 provides information on highways, new roads, railways, and
any compulsory purchase orders.

2. Environment Searches. This includes any potential flooding issues, landslide issues, contaminated land issues,
and subsidence issues.

3. Water and Drainage Searches. This entails finding out who owns and maintains the sewers, drains, and piping.
Then find out if the property is connected to a public water supply and sewer. Whether the water supply is
metered or rateable, and other searches to boot.

Historically information at the land registry has been antiquated with paper documentation. This historically creates 
extra demands for solicitors. As they are the ones with a legal responsibility to their respective clients, they are duty 
bound to ensure that their client is equipped with all the necessary information before the deal progresses to the 
exchange of contracts.

So with all this work solicitors do in the conveyancing process it is no wonder that their fees are high and the due 
diligence time is elongated too.

A Guide to Blockchain Technology And Real Estate

The effects of blockchain technology on real 
estate

In this article, we look at the participants involved when buying or selling real estate. We then analyse how the 
emergence of blockchain technology is set to change the way real estate is bought and sold.

Anyone who has bought or sold a house will testify that it is a long stressful process. Not only are you dealing with 
the other party on the other side of the transaction, there are several middlemen involved. This list includes solicitors, 
estate agents, lenders, as well as surveyors, insurance brokers, and even the EPC (Energy Performance Certificate) 
assessors involved in the process.

Middlemen
These middlemen are crucial participants. In this section, we take a brief look at their function in the conveyancing 
process.

Estate agents
Estate agents don’t just sell the property they act as a trusted middleman between the buyer and seller. The estate 
agent is well-versed in the rules and regulations for real estate transactions. So, they can verify that the seller is the 
legal owner and that the buyer has sufficient funds to buy the property. But these agents don’t work for free. 
Typically they charge 1-2% of the sale price.

Solicitors
Solicitors have to perform various searches to ensure there are no nasty surprises. The basic searches they undertake 
are threefold:
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Lenders
Most property is purchased through the use of mortgages. The lender will agree to finance the loan subject to certain 
requirements. They essentially need to ensure that the borrower has the capacity to repay the loan and that the 
security against the loan is sufficient to pay them back should the borrower’s capacity to repay change.

This due diligence requires a lot of paperwork. They need to deal with anti-money laundering rules and regulations, 
analyse income statements, maybe even acquire references from the borrower’s employer. And this is the easy bit.

The lender also needs to ensure that the security is sufficient. This involves obtaining information on the search at the 
land registry. So a lot of paperwork is generated in their interaction with the other parties to gain all the necessary 
information to be happy to sign-off on the process.

Others
The surveyors, EPC assessors, and insurance brokers play their parts as well. Often they have to liaise with several 
parties which creates additional paperwork and time by having to send information to various parties.



esperwealth.com  |  11

A Guide to Blockchain Technology And Real Estate

Blockchain Technology
Blockchain technology has the potential to dramatically change how property is purchased. In an article titled, “Data, 
trust, and transparency in real estate – bringing it all together,” regional chairs of FIBREE Kevin O‘Grady & Jo 
Bronckers explain how blockchain technology can advance the house purchase process.

FIBRE stands for the Foundation for International Blockchain and Real Estate Expertise. It has been set up as the 
leading international network for exchanging knowledge between the real estate industry, the IT sector, and 
blockchain technology.

However, before we look at their findings, for those who are unfamiliar with blockchain we briefly explain what it is.

What is blockchain technology?
PWC explains “Blockchain is the technology that enables the existence of cryptocurrency (among other things).” in 
simple terms, “blockchain technology A blockchain is a decentralized ledger of all transactions across a peer-to-peer 
network. Using this technology, participants can confirm transactions without a need for a central clearing authority. 
Potential applications can include fund transfers, settling trades, voting, and many other issues.”

Digital Transformation
The UK HM Land Registry set out its vision for an “ambitious digital transformation towards becoming the world’s 
leading land registry for speed, simplicity and an open approach to data”. The objective is for “property to be changed 
instantaneously” and for the public database to hold more granular data through underlying blockchain protocols as 
a part of the “Digital Street” initiative.

Kevin O‘Grady & Jo Broncker explain that the online “Sign Your Mortgage Deed” system, is accessible to re-
mortgaging homeowners via GOV.UK, is another recent development in the Land Registry / blockchain collaboration. 
Using the pre-existing GOV.UK Verify service for identity security and assurance, mortgage deeds can now be 
produced and signed as part of a largely disintermediated digital conveyance process legitimately recorded at the 
Land Registry.”

Thousands of mortgage deeds have already been signed this way, with major lenders including Nationwide, RBS and 
NatWest using this service. Conveyancers such as Optima LMS and Enact are also utilising this service.

So in the planning system blockchain offers much-needed efficiencies. For example, sequential principles can form 
standardised meta processes subsequently applicable to a range of key local planning authority decisions.

Regulation of this digital transformation
One slight obstacle is that legal structures will also need to adapt. “In the UK, beyond compliance with anti-money 
laundering regulations, today there are very few government regulations and laws surrounding the use of 
blockchain. Bodies such as the Law Society and the Financial Conduct Authority will have to ascertain how 
blockchain transactions are monitored.”

The FCA is adopting a “wait and see” approach, although has reportedly been communicating with regulators in 
other jurisdictions.

“Additionally, the development of property tokens in connection with blockchain technology provides a more 
affordable alternative when it comes to property investment, reducing the risk and expense involved at a time when 
businesses and incomes are already in a fragile position.”
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Home Logbooks
“The immutable nature of using blockchains means that the accuracy and trustworthiness of the data eliminates the 
time needed for extensive due diligence and enables real estate to be immediately transferable. Storage of 
documents on a blockchain ledger – under the current system, parties are required to request title documents, 
relying on the fact that the necessary documents are recorded correctly and that there has been no mismanagement 
between transfers.”

By placing all real estate information in one place and recording this data in a structured manner, it would be 
possible to track and trace ownership interests of the data and be made available on a permissioned basis for the 
relevant parties to have access. This would rapidly speed up the process of collaboration between participants. With 
the net effect of saving time and money to obtain title reports between contract and completion.

O‘Grady and Broncker continue, “Sharing data from the Home Logbook with certified 3rd parties like valuators, 
municipalities, chartered surveyors, assessors, and more can have additional benefits because these 3rd parties can 
certify the available data with their specific expertise. An additional trust layer to data is created and the data will only 
become more appealing to the next custodian of the home.”

Network solutions needed
One of the existing problems of the real estate industry is the fragmentation of available data, often stored in various 
databases making the due diligence process very slow. As professional third party need to spend a lot of time to 
acquire the information the fees are paid by the prospective buyer are unnecessarily high.

However, once property information (such as title deeds, boundaries, etc) is successfully stored on the blockchain this 
information can be accessed quickly by solicitors without the need for expensive searches. Surveyors’ reports will 
already be on the blockchain from the previous property purchase so third party fees will be substantially reduced for 
future buyers. Having this information stored on the blockchain is beneficial to the home owner, as when any 
prospective buyer puts in an offer they know their fees are lower and they can get a positive answer more quickly. 
This is likely to result in either a higher selling price or a quicker sale.



Smart Contracts

One of the most useful inventions that use Blockchain technology are smart contracts as these enable the 
automatic execution of transactions based on computer code, thus removing the need for human intervention. 
Since the real estate market deals with many transactions, it is an ideal use case for this technology.

Smart real estate contracts enabled by blockchain-powered platforms can help to make the due diligence 
process more efficient. It will speed up the process and lower the transaction costs of buying and selling a 
property. Blockchain technology can be used to authenticate identities. It can confirm ownership of the 
property, as well as highlight any planning, or restrictive covenants.

Smart contracts will also be able to define all the parameters of the deal from the outset. Forcing mortgage and 
loan provisions through smart contracts – mortgage contracts are filled with complex contingencies, covenants, 
and conditions that trigger different default events when they occur throughout the life of the loan. Upon the 
occurrence of a default event, the typical penalty is an increased interest rate until the breach is cured. Smart 
contracts can automate this process with greater accuracy than paper-based analogue systems.

Land Titles

The benefits of using blockchain with respect to land titles is huge. Paper documentation are vulnerable to loss, 
fraud, and mismanagement. Blockchain technology has none of these issues.

Blockchain technology can store this information across various companies which will eradicate the risk of fraud 
and the change of records in land entitlement.

As O‘Grady and Broncker explain, “The same goes for digital data about the property. Why not put all relevant 
data in a repository connected to an NFT and transfer the ownership of this NFT together with the legal property 
transfer at the notary so all relevant data remain with the property along its entire life cycle? Blockchain makes 
this in fact already today possible without a need for changing legislation first and this enhanced data-
structuring may enable different significant process innovations throughout the entire real estate value chain.”
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Financing

Historically, property financing and payments have been slow and expensive. This is due to extensive 
documentation and the participation of multiple intermediaries. “With all your key documents being stored in 
an open but controlled accessible database and referred to with hashes on a blockchain there will not be the 
need to send multiple different documents to your bank or estate agent.”

“It will be possible to access and verify credit checks, income, and identification verification, debt-to-income 
ratios, and much more by using Blockchain technology. Blockchains provide a system which increases and 
reinforces trust and reduces real estate broker dependency, meanwhile improving cost efficiency, accelerating 
transfers, and opening avenues for networking by creating a digital platform other entities can tap 
into.” (O’Grady and Bronker).

The pressing questions are who exactly should have access to this information? And if information is 
decentralised how will it impact GDPR?

Summary

There is no doubt that the effect of blockchain technology on real estate will be huge. In the long-term 
blockchain will radically change the way we buy and sell property. This is likely to be for the better. Transaction 
costs from middlemen are likely to be lower and their workload will fall. Most importantly the due diligence 
time will be shortened which will speed up transactions. Esper Wealth is creating PropTech in the form of smart 
contracts which will radically chain the way that property is bought in the UK by automating the process. This 
technology will save the buyer and seller considerable fees from all third parties. 

At Esper Wealth we see the most immediate effects of blockchain technology on real estate is in tokenization. 
This will allow many users to buy fractionalised real estate swiftly. This topic was covered in our previous article 
the token revolution and its impact on real estate. This is why we have set up a joint venture with the world’s 
first developer that is funded exclusively through blockchain.
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The benefits of smart contracts on real estate

Smart contracts and tokens have become buzzwords for many executives across several industries. This applies to 
the real estate industry as well. The benefits of smart contracts on real estate are huge. Yet many people still know 
very little about smart contracts. In this article, we take a look at smart contracts explaining what they are, how they 
work and then explain their future impact on the real estate industry.

What are smart contracts?
According to IBM, “Smart contracts are simply programs stored on a blockchain that run when predetermined 
conditions are met. They typically are used to automate the execution of an agreement so that all participants can be 
immediately certain of the outcome, without any intermediary’s involvement or time loss. They can also automate a 
workflow, triggering the next action when conditions are met.”

How do smart contracts work?
Smart contracts offer a completely new way of approaching contracts. Instead of two parties signing duplicate copies 
of a paper agreement, smart contracts ensure compliance through blockchain technology. This reduces costs and 
simplifies the contract negotiation process.

Smart contracts offer a permanent and decentralized ledger of transactions that cannot be altered, deleted, or 
destroyed. Furthermore, they are completely transparent to all parties involved. 

Just as importantly they work in chronological order with each entry being time-stamped. Security is achieved by the 
way data is stored. It uses blocks of data that are chained together with cryptology. This data is stored in a way that 
cannot be undone or altered. These records are transparent and can be accessed and viewed by anyone on the 
blockchain.

IBM states that, “A smart contract works through an executable code that runs on top of the blockchain to facilitate 
and enforce an agreement between untrusted parties without the involvement of a trusted third party. This code 
defines the mechanisms of the transaction and is the final arbiter of the terms. The readable terms of a contract are 
compiled into computer code that can run on a network.”
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What are the benefits of smart contracts on real estate?
The benefits of smart contracts on real estate are immense. Here’s what Forbes had to say: “Blockchain is one of 
today’s biggest ground-breaking technologies with the potential to impact every industry.” Already over 15% of all 
financial institutions already currently use blockchain technology. Blockchain is “made for the people, by the people, 
and answerable to the people.” 

We list the key benefits that this revolutionary technology can offer.

Remove middlemen
Smart contracts can reduce the cost of transaction fees in real estate. Blockchain and smart contracts eliminate the 
need for many people to be involved in the process.

This technology can automate processes involving document verification or mortgage approvals by writing a piece 
of code that will, in turn, cut down the lengthy and tedious process of buying a property.

As a result, blockchain technology can benefit the real estate industry. For example, a smart mortgage contract can 
speed up the mortgage process. There will be no need to continuously go back and forth amongst parties. Instead, 
the code for the smart mortgage contract will grant your mortgage request the moment all the documents and 
requirements listed are fulfilled.

Importantly as you are using less peoples time, eg bank clerks, property agents, and solicitors, these processes will 
significantly reduce, costs and processing times.

Reduces costs
When you remove central institutions and reduce intermediaries’ time from the real estate exchange, you will be 
offered the service at a reduced cost.

It is anticipated that the costs associated with intermediaries will be reduced significantly through using this 
technology. According to a McKinsey report, it is estimated that blockchain could save businesses at least $50 billion 
in B2B transactions due to this technology.

Increased transparency
Smart Contracts require parties to agree on the conditions of the deal in advance. Then as each person does what 
they need to do the contract completes.

Once smart contracts are executed and implemented, they can not be altered or manipulated by anyone because 
they reside on the blockchain. As they can’t be tampered with they are transparent and trustworthy.

Better security
Blockchain offers complete security in terms of data protection as only people who are granted access to the 
information can see it. The cryptography mechanisms ensure that data is stored in an encrypted format, making it 
almost impossible to hack.

Speed
Real estate transactions are notoriously time-consuming. This is due to the processes involved. Deals can take weeks, 
months and for more complex commercial transactions longer still.

The main benefit of smart contracts for real estate is the speed at which deals can be completed. The processes are 
replaced by well-thought-out computerisation. Each transaction is executed automatically, making the process 
hassle-free for potential investors and property owners.

Improved accessibility
Property is very expensive and this puts ownership out of reach more many. However, Blockchain tech gives people 
other options. You can now buy a percentage ownership in property more easily as the smart contracts and tokens 
can offer partial ownership with rights. The smart contract determines how you can exit and tokens will provide 
liquidity.

This gives you more freedom allowing you to buy real estate in your choice of country, at a level of exposure that 
suits you.
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Increased liquidity

Real estate is well-known for its low liquidity because of market entry barriers, complicated outreach, time-
consuming transactions, etc.

Adopting a smart contract for real estate can boost your assets’ liquidity. Transactions will complete swiftly, whilst 
fractional ownership will support the trading mechanism, and the property will become globally accessible. 

Moreover, tokenizing property facilitates digital exchange that helps list a property within a smart contract, where 
buyers can claim it when conditions are met. You can also fragment assets and sell them to multiple buyers if the 
conditions in the smart contract permit it.

Smart contract uses in real estate
Smart contracts offer a reliable way to carry out real estate transactions that require trust, transparency, and 
anonymity among all stakeholders.

There is a range of uses of this modern technology in real estate. Below we identify the most common uses.

Identity Management
Blockchain and smart contracts protect against identity fraud. This is an important aspect as online fraud has 
proliferated in recent years.

As smart contracts are built on decentralized, distributed ledger technologies. They give individuals complete control 
over their data and allow them to share the content of their data as they wish. This protects data security and can 
help an organisation deal with data protection regulations.

Smart contracts help ensure the following for effective identity management:

1. Identity safety in digital assets
2. The user decides what data they give out
3. Easy and seamless KYC verification

Transferring property ownership
Traditional real estate contracts are becoming obsolete. This is because they are meant to define mutual terms of 
agreements and these can be ambiguous without clearly defined meaning. This is why we see parties frequently 
spending a lot of money and time arguing about the contractual terms.

Smart contracts reduce the vagueness of these traditional 
contracts.
In traditional contracts, the buyer is wary of transferring money before acquiring the property, whilst the seller is 
concerned about transferring the ownership before receiving funds. Notaries solve the trust issue, but they cause 
delays and increase the costs associated with transferring property ownership.

Smart contracts remove the trust issue and speed up the property ownership change process. This is because 
property ownership change contracts are executed automatically when the appropriate conditions are met. As soon 
as the buyer transfers payment to the seller, the smart contract can automatically change ownership of the asset. Or, 
a notary can instantly notify a buyer that the mortgage against a specific property is paid out by its previous owner, 
and they can safely purchase it.
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Real Estate Investing
Traditional real estate investing is about buying a property directly. But if you are unable to afford this in an area that 
is going through gentrification due to regeneration initiatives you are unable to participate unless you go down the 
route of fractional ownership. This costs you a lot of time and money (solicitors fees) as you are still going down the 
traditional path of registering your interest at the land registry.

However, tokenized fractional ownership is an alternative blockchain-based investing method. It allows investors to 
buy and sell tokens quickly; and trade fractions of their tokenized ownership rather than the full ownership.

You can have smart contracts programmed for such real estate transactions, so they provide the holder’s income 
through rentals or dividends.

Lease rental agreements
It is becoming easy to rent out properties with the help of smart contracts. For example, Rent Peacefully is one 
platform that allows renting and listing properties on the blockchain using smart contracts.

One advantage tenants have on Rent Peacefully is that when a maintenance order is submitted to the blockchain, 
the smart contract realises this and locks the rent until the issue is solved.

How does it work?
The property owner initiates the smart contract process by programming the leasing conditions into a new contract, 
such as rent, property management fee, and payment frequency.

The occupier reviews the lease’s conditions via the online platform and digitally signs the smart contract once an 
agreement is reached.

The property owner also signs the contract digitally, which then transforms into a legally binding digital smart 
contract.

Our View
Smart contracts are here to stay as they offer many solutions to the business world. Where two parties are looking to 
do business but have issues about trust they can remove the need for a middleman. 

The benefits of smart contracts on real estate specifically are huge. They will reduce the cost and processing time of 
conveyancing. However, they won’t be mainstream in purchasing residential property until we see a fusion of legal 
contracts and smart contracts emerge. This will happen over the next few years as the technology becomes more 
mature and widespread and legal standards are adopted.

At Esper Wealth we see the immediate benefits of smart contracts in the tokenization of real estate. This will 
improve the liquidity of property and open up the accessibility of property to the masses. 
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The first digital transfer
On 6 March 2019 the sale of a recently refurbished, semi-detached house in Gillingham had completed. It had taken 
22 weeks, much longer than the six weeks the buyer and seller had expected. In early April The Land Registry sat 
down with all the parties involved to see how much time it would take to run the sale and purchase through our 
blockchain prototype.

They used a video chat to bring everyone together. The buyer, Peter, was at work in Medway and his conveyancer 
was in Manchester. The seller, Stefan, was in his partner’s home in Gravesend and his conveyancer was in central 
London. The Digital Street team were in Plymouth, with representatives from Yoti in London and Shieldpay calling 
in from Malaga, Spain. Once each action had completed (such as drafting the sales agreement) the application 
automatically informed the next party it was their turn to act. The demonstration of the technology ran through, 
end to end, in less than 10 minutes.

The technology behind the transfer
By using blockchain technology, each party was able to see a current view of the transaction, any historical actions 
that had been taken, and actions that still need to take place before the transaction was complete.

By holding definitive and permanent records of a property transaction in the open, with each stage of the transfer 
recorded for all parties to see, there is no confusion on who needs to act next.

By using smart contracts, The Land Registry enable automation across the transaction including the transfer of 
funds and updating the Land Register (we used a copy of the Land Register for the test).

Overall this test was a success and they believe that blockchain technology could enable:

• speedier property transactions
• more trust in the transaction
• higher levels of security
• increased transparency for participants in the transaction
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What are Crypto Tokens? And how do they 
work?

Crypto tokens are a rapidly growing market. As the industry grows many investors will need to familiarise themselves 
with several new technical terms. Many of these terms can seem interchangeable, but in reality, they can mean 
different things. In this article, we explain what are crypto tokens and give you the lowdown on how they work.

What are digital assets?
When talking about crypto tokens you will hear the term digital assets being used frequently. In simple terms a 
digital asset is an asset that is represented in a digital form. In a real estate example you could tokenize a property 
into one or several tokens.

What are crypto tokens?
Crypto tokens are digital assets that are built on another cryptocurrency’s blockchain. Ethereum is the most common 
cryptocurrency that tokens choose to function on. There are many types of tokens and they operate very differently. 
We will explain the most common ones in a later section.

So what is a blockchain?
A blockchain is a digital ledger that stores information in blocks that are linked. This information can be transaction 
records. Alternatively, it can be complex programs that operate on the blockchain, which are called smart contracts. 
For example, as a cryptocurrency’s transactions are confirmed, these transactions would be grouped into a block, and 
that block would then be added to the blockchain.

All cryptocurrencies are built on a blockchain. If a cryptocurrency doesn’t have its own blockchain and instead uses 
another cryptocurrency’s blockchain, then it’s considered a token.

What are crypto coins?
A cryptocurrency can be a coin or a token. Crypto coins operate on their own blockchain whilst tokens use existing 
blockchain technology from another provider. To hit home this point we can use a real life example.

What is Ethereum?
Ethereum is a very famous blockchain which is used by many token providers. However, Ethereum also has its own 
native cryptocurrency which is called Ether. As Ether has its own blockchain, it’s considered a crypto coin. Though to 
make this a little more complicated coins can also be called layer 1 tokens.

When Ethereum was created, it was considered special as it was the world’s first programmable blockchain. The 
programmable part is important as it allows developers to use it to launch their own cryptocurrencies. Because these 
cryptocurrencies operate on Ethereum’s blockchain instead of their own, they are tokens and not coins. Whilst others 
can call these layer 2 tokens.

Previous cryptocurrencies, such as Bitcoin, didn’t possess this capability. The technology used by Ethereum helped it 
become the second-largest cryptocurrency by market cap.
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What are the benefits of using tokens?

To answer this question we will look at it from the developers’ and the investors’ perspectives.

Developers perspective
Tokens allow developers to create a cryptocurrency without needing to build a blockchain for that cryptocurrency. 
This is important as it makes the process of developing cryptocurrencies much easier, faster, and less expensive.

For developers who choose to make their own crypto coin, blockchain development is a serious technical 
undertaking. This is because a blockchain must be:

1. Secure. The blockchain must be secure so hackers can’t steal crypto.
2. Rapid. The blockchain needs to process transactions quickly.
3. Cost effective. All transactions need to be completed cheaply or people with select other crypto options.
4. A validation mechanism. As cryptocurrencies are decentralised, they rely on people choosing to become

validators and lending computing power to the blockchain. To do this they need to incentivise third parties to
perform this function.

A token has these issues already dealt with as its developers are using already established technology. This makes 
building a token a quicker and cheaper option so serves as a better route to market for the developers creating it.

Investors perspective
For investors, they have the confidence that the technology is safe, as they know that the developers are using highly 
secure technology, that is already established. This is a big advantage.

This leaves leaves investors free to consider other important concepts such as how the token is being used? And how 
can the token retain it’s value? We answer these questions in a later section.

How do crypto tokens work?
As cryptocurrencies, crypto tokens are assets with value. They can be bought and sold as well as traded and 
transferred. Crypto tokens are stored in blockchain wallets.

What is a blockchain wallet?
This is a program or hardware device that’s used to store cryptocurrency. Transactions with a crypto token are 
processed on the blockchain that it uses. Using an ERC-20 token built on Ethereum would need to use the Ethereum 
blockchain to process all its transactions.

What is the purpose of crypto tokens?
Crypto tokens offer a number of purposes. It can be used for several functions, as well as being used as a storage of 
value. 

The land searches undertaken by solicitors will only need to be done once, as all the information will be stored on the 
token. This means future buyers have a shorter due diligence process as the function of the solicitor will be to just 
look at the info in the blockchain and confirm that the information is satisfactory.

With smart contracts, mortgage brokers can liaise simultaneously with customers and lenders as all information is 
uploaded to the blockchain and can be accessed by all parties who are given access to decrypt the information.

With tokenization, property can be split into unlimited tokens so you can have partial ownership of property 
anywhere in the world. The opportunities are limitless. 
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Other functions
In addition to their role as a currency, crypto tokens can serve many other purposes. Here are a few of the most 
common uses for crypto tokens:

• Governance tokens. A governance token is a crypto token that gives the holder voting rights in a
cryptocurrency project. This is similar to shareholders in plc who can hold management to account. As with
shares, the more tokens you hold, the more voting power you have.

• Decentralised finance. Decentralised finance (DeFi) refers to alternative financial systems built on blockchain
technology. For example, instead of getting a loan from a lender, you could put up crypto tokens as collateral
and get one from a DeFi platform. Each DeFi platform has its own token that it uses as its official currency.

• Non-fungible tokens. A non-fungible token (NFT) is a crypto token that denotes ownership of a digital asset. The
ownership information is stored in the cryptocurrency token. NFTs can be used to show who owns a unique
digital image, a GIF, or a character in an online game. This type of token has useful applications in art or property
where people may not want fractional ownership.

• Crypto rewards. DeFi platforms rely on investors who lend their cryptocurrency funds. In return, investors
receive crypto rewards as an incentive for doing so. These rewards are paid out as crypto tokens.

Market Overview
There are thousands of tokens out there in the market. Some offer the potential to deliver incredible returns, but the 
vast majority don’t. The secret to understanding whether a token is viable from an investment perspective is to delve 
deeper into tokenomics. When a token offering is introduced to the market the developers must complete a 
Whitepaper. This is an investment prospectus specifically relating to the token offering. Within the whitepaper, there 
is a tokenomics section. Tokenomics explains how the token functions. Tokenomics cover important information such 
as how the token incentivises third parties to validate transactions as well as how the token is structured to keep or 
gain value.

With many coins and tokens, there is very little in their tokenomics which delivers a great incentive to investors. The 
majority work on a restricted supply to create scarcity, to create value. This strategy is ok when market sentiment is 
strong. However, when market sentiment is negative a coin or token needs something else to incentivise investors to 
buy or retain it. Tokens that are backed by tangible assets, or income generating businesses offer investors something 
more. This is why real estate tokens have delivered good returns to investors in 2022 despite the crypto market falling 
in value.

The Esper Developments Token
Esper Wealth has a joint venture with the world’s first development company that is seed funded exclusively from 
tokens. Esper Developments offers investors the option of participating in property development on a pro-rata basis 
through a token offering. The tokenomics section is structured to deliver outstanding returns to early-stage investors. 
This token is currently waiting for regulatory sign-off but should be available to investors shortly. 
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Tokenomics made simple. Understanding the 
key concepts.

In this article, we look at tokenomics. We explain what its, how it works and why it is important. But before we get to 
the nitty-gritty of this we need to take a look at money. Only by fully understanding how money works can we begin 
to understand the importance and function of tokenomics.

So what is money and how does it work?
There is a famous old saying that goes, “Money makes the world go around.” And if you think about it, pretty much 
everything you buy and sell is facilitated by money. By this, we mean that on one side of the transaction there’s a 
person who gives the money in exchange for a good or service.

Money is simply a means to conduct transactions. As such it is a medium of exchange. Before money existed people 
typically had to swap their products for other people’s products. This made trading difficult and slow. As you had to 
find a person with the product you wanted, who also wanted your product in exchange. The creation of money solved 
this, as it offered a standardised value as a token for trade.

The gold standard

Firstly, there were coins made of precious metals, which acted as a currency. The rarity of these metals and the fact 
they could be used as jewellery made it a practical substitute for the previous bartering system. This was because 
people had confidence in its value. And even until quite recently in our history the major currencies were backed by 
gold. Sterling moved away from gold in 1914 due to WW1 and the US offered to convert a dollar into gold at a fixed 
price up to 1971.

Government controlled

Today money is not backed by a physical commodity and is issued by a government. The government effectively 
backs the money/currency and this is what gives it value.

Importantly, as the supply of money is now controlled by governments and banks, they can control the economy 
through its supply and demand. For example, if the government started printing more money it would create 
inflation and reduce the value of its currency against others.

The government can do other things with currency as well. It can raise or lower interest rates on its currency. 
Lowering interest rates makes the cost of borrowing cheaper and also discourages people from saving money. This 
can stimulate an economy and encourage trade in times of recession. On the flipside raising rates will slow down the 
flow of money and temper the economy when needed.

Money also operates through centralised exchanges. This means that the central bank is placed on top of the system 
and they work with banks that aid with trade between people and businesses. The banks and clearing agencies 
determine who has what money as records are kept by them.

Banks also produce money

It should be noted that whilst outside of the scope of this article, Banks can also create money. In fact, they are 
responsible for the vast majority of it in the banking system. When a person applies for a loan the bank can lend that 
person money. This lending has very little to do with the amount of reserves the banks hold. The bank can just add a 
ledger to the person’s account and that person can take the money and place it elsewhere or buy goods and services 
from it. 



esperwealth.com |  24

A Guide to Blockchain Technology And Real Estate

Key takeaways

• Money is a medium of exchange. It helps people to work and trade.
• The creation of money replaced the bartering system. This made trading far more efficient which allowed the

business to grow.
• Money has worth, like gold and silver as people can believe in it.
• Fiat money is a government-issued currency that is not an asset backed by a physical commodity. It is merely

backed by people’s confidence in the Government to honour its debts.
• A person’s money is determined by centralised records in the banking system.
• Above all money is a standardised unit that holds the same value no matter who holds it.

A new system
The arrival of cryptocurrency and tokenomics has transformed the world’s view of financial systems. Cryptocurrencies 
offer a decentralised exchange as many people are simultaneously recording the ledger of buy and sell transactions, 
so there is no need for a centralised exchange.

Cryptocurrencies operate through safety in numbers approach as people can’t tamper with the system as lots of 
people are recording the results. So if one record comes up different from the rest it is immediately flagged and not 
accepted.

This decentralisation takes away control from the central institution (the central bank appointed by the government) 
as they can’t control how a crypto functions. So if a central bank/institution can’t control or back an asset, then how 
can investors be confident in a cryptocurrency’s store of value? Well, this is where tokenomics comes in.

What is tokenomics?
Tokenomics has emerged as the primary alternative for applying monetary policy to blockchain networks. The term 
sounds new and is a fusion of the words token and economics. Tokenomics has made huge strides in changing the 
established norms of economics with respect to cryptocurrencies.
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How does Sterling keep its value? 
The UK government backs Sterling. Though this is now independently managed by the Bank of England. Since the 
Bank of England guarantees to pay people who use it, Sterling maintains its value.

Whenever the government has borrowed money in past they have never defaulted. Furthermore, the government or 
Bank of England has always been careful about printing too many banknotes. This is because printing more money 
devalues the existing notes in circulation. A good example of this is Venezuela which has printed lots of money and its 
currency has deteriorated as a result. Consequently, people feel unsafe holding the Venezuelan Bolivia so opt to store 
their savings in other currencies like Sterling or the Dollar.

How do Cryptocurrencies keep their value?
Cryptocurrencies are completely intangible. Unlike a £10 note, you can’t touch it or smell it, or even know what it looks 
like. Unlike Sterling, it doesn’t have the UK government backing it up. Furthermore, cryptos are generally not so 
accepted as tender for buying goods from retailers. By this we mean you generally have to convert it into sterling to 
spend it. This results in transaction fees.

So an important question for potential holders is what incentives do I have for storing my wealth in it? This is where 
incentive theory comes in.

Incentive Theory in token economics
To incentivise a person to hold a token instead of a currency, a token needs to offer two things:

1. Retain value. An investor needs to feel that the token will be a better store of value than Sterling or any other
fiat currency, or he/she will continue to keep holding money in fiat options.

2. Security. An investor has to feel safe that the tokens can be stored safely by that person to sell at a later stage.
This means that there has to be a record confirming that the investor holds/owns the token. With fiat currency,
this record is kept by the central exchange. But with a token other people need to be motivated to record a
ledger of your purchase.

Tokenomics determines the rules that the crypto/token has to follow. These rules are set up by the token’s developers 
or creators. Any prospective investor can find the tokenomics of any crypto/token in its whitepaper.

In the ensuing sections, we take a look at tokenomics by giving a useful insight into how it works and why it is 
important.

Tokenomics and the incentive structure.
In basic economic theory, rational man operates according to incentive theory. Masterclass explains this. “In the most 
general terms, an incentive is anything that motivates a person to do something. When we’re talking about 
economics, the definition becomes a bit narrower: Economic incentives are financial motivations for people to take 
certain actions.”

An example of this is a person may take ongoing professional exams or work extra hours with the expectation of 
climbing the work ladder and earning more money in the longer term.

This incentive structure is present in every business, every institution and most situations. With Cryptocurrencies, they 
follow the same suit. There needs to be an incentive structure to motivate people to use it. And this is how the 
tokenomics model was formed.

In simple terms, cryptocurrencies are strings of numbers with a combination of mathematical rules for transferring 
value alongside triggering computer code. However, it is the underlying economic incentive structures that create a 
completely new and expanding asset class by giving people incentives to use it. 

When dealing with currency or investment the incentive is always value. There is a promise of either keeping value or 
creating additional value in the form of profit.



esperwealth.com |  26

A Guide to Blockchain Technology And Real Estate

Under the concept of incentive theory, why would numerous people offer to record a ledger of your purchase and 
maintain the security of this transaction? There has to be a benefit for these people for providing this service. After all, 
a bank holds your money so they can use it to lend to others at a higher interest than they pay you. This gives them 
profit.

Therefore the model of operations in the token should be structured to reward participants who contribute positively. 
This means the tokenomics must ensure that they reward participants for holding the tokens and they must also 
reward participants who store the information of transactions through the blockchain technology.

Token Economics: Key types
If you analyse gold, you will see that it offers several functions in addition to just storing value. Gold is used for 
jewellery. It is also used in electronics due to being a highly efficient conductor. Gold is used in dentistry and 
medicine. This differs from fiat currency which only serves as a store of value.

Tokens like gold, often serve other functions in addition to holding value. For Example, the Ethereum network allows 
other applications to be used as part of its technology. This includes smart contracts.

Token layers

One important aspect to understand about tokens is layers. There are two types. Layer 1 and Layer 2 tokens. This is an 
important aspect of tokens.

Layer 1 Tokens

Layer 1 tokens use their own blockchain, whilst also being used for powering all services in the blockchain. Prominent 
examples include Ether on the Ethereum network and BNB on the Binance Chain.

Layer 2 Tokens

Layer 2 tokens work on someone else’s platform. An example of this is OmniseGo which operates on the Ethereum 
network. This type of token will have a specific section in its tokenomics explaining how they create or retain value.

Token purpose

As well differentiating tokens by whether they operate on their own blockchain or whether they use another 
cryptocurrency technology is to segment a token by its purpose.

Utility Tokens

The utility tokens are an important classification of tokens you can encounter in tokenomics. They are made to give 
access to existing or future digital applications or services developed by the issuer. They may come in the form of an 
app or user token. They are not created for investment purposes. Possession of these tokens does not equal 
ownership of the underlying company and there is a lack of earnings potential from holding the tokens alone except 
the capital gain on the token’s market price. Utility tokens are basically useful for financing a network, and they are 
issued through an ICO (Initial Coin Offering).  

Security Tokens

Security tokens “are digital assets subject to governmental and financial regulations of a given country where they are 
issued or sold. They are designed to represent complete or fractional ownership interests in assets such as having a 
stake in a company, real estate, or intellectual property” To qualify as a security token it will have to pass the Howey 
Test. This shows that it operates similarly to a collective investment scheme.

Fungibility
Tokens are also classified as either fungible and non-fungible.
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Token strategies
As mentioned earlier in the article, token economics relies on a system of incentives for encouraging desirable 
behaviour in the ecosystem. The desirable behaviours in the intent of users for using a specific token can help in 
determining the token’s value. Incentives play a crucial role in token economics by motivating users to work for the 
advantage of a platform.

The developer of the blockchain uses certain strategies for controlling the rate of creation of new units and, 
subsequently, the total amount of currency in the system for keeping a check on the supply of tokens. This restriction 
of supply is a way to retain the value of the cryptocurrency by giving it a sense of scarcity.

In order for a token to work it needs to have a clear strategy for certain elements of its workings. We outline the key 
considerations below.

1. Price Stability

Price stability is an important consideration. Cryptocurrencies are known for their volatility. This can deter a lot of 
would-be users. For example, when using Sterling people have confidence in the currency that its value won’t halve 
overnight. unless a token addresses this issue it is seen as very speculative and will only attract speculators.

One area of growth is stable coins that retain a fixed price. This is achieved by investing in security from funds 
generated by the sales of tokens. However, the recent collapse of Terra shows that some of these coins are not as 
secure as people perceived. In our recent 2022 Cryptocurrency report, we explain how Terra collapsed and show how 
real estate tokens can offer a better solution for security.

2. Token Distribution

One of the key considerations in the working of tokens is the distribution strategy. If an ICO (Initial Coin Offerings) fails 
to get anyone to buy it then it would exist without anyone using it. Likewise, unless people are motivated to offer the 
services of authenticating transactions no one will have confidence in it.

Bitcoin got around this by offering mining options for people that verified transactions. 

3. Business function

Frequently, tokens need to serve a purpose. A stablecoin needs to offer price security to motivate people to use it as 
an alternative to fiat currency. Whilst a real estate token needs to offer the buyer the option to see a capital gain, as it 
is competing with shares in housebuilders which offer long-term capital growth.

In addition, some coins will offer a dividend to motivate investors to hold onto the tokens long-term.

Non-Fungible Tokens
Non-fungible tokens don’t share the same value. This makes them unique. Examples of this include pictures, 
collectables, some real estate, and artworks. Without any scope for replication, NFT use cases bring a higher value to 
non-fungible tokens than fungible tokens. 

Case study. Real Estate tokens can be either fungible or non-fungible depending on how it is structured. For 
example, an individual apartment which is structured as an individual token is non-fungible as there are no other 
tokens which share the same characteristics. This is because it relates to a specific property with land titles etc. 
However, if the same property had 100 tokens then it becomes fungible as there are now 99 other tokens with exactly 
the same characteristics. i.e. each token represents 1% ownership of the property.

Fungible Tokens

Fungible tokens are generally known for having the same value along with the replication facility. The example of the 
fungible token is evident in the case of Ether (ETH) on Ethereum. The value of ETH tokens is the same and could be 
replaced with each other as they have the same value. 
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4. Governance

The governance of tokens is key aspect of tokenomics. The team which works for each project is responsible for 
creating rules to dictate the supply of tokens. This is always enclosed in the tokenomics section of each tokens 
whitepaper.

With coins such as Ripple, they allow token holders to vote on the governance of the tokens. This effectively gives 
control to the masses. This is similar to a listed company where shareholders can hold the board accountable for their 
performance. As the shareholders have the ability to get rid of the existing board if they choose.

Design of token economics

The design of the token model needs to be durable. This is because any weakness in its design is likely to be attacked 
by some market participants for economic advantage. Consequently, a robust token model would generally depend 
on a team comprising of programmers, economists, and mathematicians with academic and industry expertise. Their 
collective input would play a key role in ensuring its effectiveness.

Consensus Algorithm
All cryptos follow the consensus algorithm. This aspect of tokenomics encourages users on the network to achieve 
consensus during the validation of transactions. You can find the proof-of-work or PoW model as the consensus 
algorithm for Bitcoin and Ethereum. 

Blockchain 101 states with the PoW algorithm, “miners verify transactions for securing the network through a solution 
of cryptographic puzzles in the blocks. As the network grows there’s is a reduction in the number of coins awarded to 
miners. Therefore, the equations that you have to solve for verifying transactions on the network become 
progressively more challenging. You don’t have to worry as this mechanism helps in creating scarcity alongside 
avoiding inflation.” 

Other tokenomics models subscribe to the the proof-of-stake or PoS model. This is another form of consensus 
algorithm. Ethereum is planning to shift to the PoS model from the PoW consensus algorithm. Other notable crypto 
projects such as DASH are currently using the PoS model for consensus. The proof-of-stake consensus algorithm 
helps the holders of currency for staking their value in a wallet. 

Designing a tokenomics model
The consensus algorithm can help you to design an efficient token economics model. With tokenomics, you need to 
think about the future and the objectives you want to achieve with the specific token project. The use of PoS and 
PoW models for consensus creates incentives that encourage network members. Both models have proven to 
increase participation in the network while improving security. Both are critical functions. 

Strategies that restrict the supply can create a model where long-term the price of the token is likely to rise. One 
common method of accomplishing this is through the use of token burns. This is the process of sending tokens to an 
encrypted wallet that no one has access to. It in effect reduces the circulation and the price rises because of this.

The future
Tokens are a massive growth industry. It is anticipated that within 10 years over 10% of the world’s assets will be held 
on blockchain in a process called tokenization. How a token is likely to perform is dictated by its tokenomics. This is 
why understanding tokenomics is so important.

As a real estate company, we are mainly focused on developments within our industry. The effects of blockchain 
technology on real estate will be profound. It is likely to affect how we buy and sell real estate, as well as the 
conveyancing process. Companies and investors need to keep up-to-date with blockchain and tokenomics as this 
emerging technology will radically change our industry.
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Why FinTech offers investors a great return.

Fintech is a buzz word in investments circles, yet most investors understand very little about this market sector. In this 
article we outline the key points on fintech and explain how it can deliver great returns for early stage investors.

What is FinTech?
FinTech is an abbreviation for financial technology. It is an all encompassing term that refers to software, mobile 
applications, blockchain and other technologies created to improve and automate traditional forms of finance for 
both businesses and consumers. Whilst the term “fintech company” describes any business that uses technology to 
change, enhance, or automate financial services for businesses or consumers.

Fintech companies could relate to mobile banking such as Revolut, or peer-to-peer payment services such as Venmo 
and CashAp. Alternatively, fintech companies can also be automated portfolio managers such as Betterment or 
trading platforms such as Robinhood. The term can also apply to the development and trading of cryptocurrencies 
such as Bitcoin, Ethereum, and Dogecoin.

As you can see fintech can include everything from straightforward mobile payment apps to complex blockchain 
networks housing encrypted transactions.

A background of FinTech
Fintech sounds very new. However, the basic concept has been around for a long time. Early credit cards in the 1950s 
generally represent the first fintech products available to the public. The technology eliminated the need for 
consumers to carry physical currency to make payments for transactions in their daily lives. Fintech then evolved to 
include bank mainframes and online stock trading services.

PayPal was founded in 1998. This was one of the first fintech companies to operate primarily on the internet. Today 
there are full financial services firms such as Revolut that operates on the internet.

How Does FinTech Work?
In essence fintech simplifies financial transactions for consumers or businesses, making them more accessible often 
with significantly lower fees. Fintech can also represent AI, big data, and encrypted blockchain technology to facilitate 
highly secure transactions.

Fintech’s purpose is to streamline the transaction process, removing any unnecessary steps for all involved parties. 
For example, mobile services facilitate immediate payments compared to outdated ways of paying such as a check.

Current Trends
• Digital banking continues to grow. Digital banking is easier to access than ever before. The simplicity and

convenience of mobile banking will continue to drive additional growth in this sector.
• Blockchain. Blockchain technology allows for decentralised transactions without a government entity or other

third-party organisation being involved. Blockchain technology and applications have been growing quickly for
years, and 2022 is likely to continue this trend as more industries turn to advanced data encryption.

• Artificial Intelligence (AI) and Machine Learning (ML). These technologies have changed how fintech
companies scale, and changed the way companies interact with their clients. This tech can reduce operational
costs detect fraud and offer better value to clients.



esperwealth.com |  30

A Guide to Blockchain Technology And Real Estate

The tech in FinTech
Fintech today is driven by AI, big data, and blockchain technology. This redefines how companies transfer, store, and 
protect digital currency. Specifically, AI can provide valuable insights on consumer behaviour and spending habits for 
businesses, allowing them to better understand their customers.

Whilst Blockchain, a newer technology within finance, allows for decentralised transactions without inputs from a 
third party thus removing the need for a central exchange.

Better returns for investors
There are a number of key benefits for investing into fintech companies.

Streamlined service
As fintech is about using technology to streamline processes, the technology reduces the cost to a businesses whilst 
simultaneously improving the customer’s experience. This means that a company can use the underline technology 
to create more sales revenue whilst increasing its profit margin at the same time. This is a win-win for the investor.

Furthermore, due to improved profit margins, they can undercut existing business and target rapid growth. This 
means greater returns to investors.

More resilient business model
When a company has low profit margins, a change in the external market (i.e. the economy) can quickly turn a money 
making business into a loss making one. However, if a company’s profit margins are higher, its business model is 
more resilient. As investors like resilient companies, with higher profit margins, these types of companies will trade at 
far higher price-to-earnings ratios. As a result, this benefits early-stage investors.

Franchise opportunities
If the company operates a franchise model the company with the tech will rapidly gain franchisees as the tech results 
in a better service to the end user and reduced costs to the franchisee.

Tax efficient
Most early stage fintech companies offer considerable tax advantages. This is because they qualify for SEIS and EIS 
investment. These schemes offer exceptional tax breaks. They can also qualify for R&D breaks as well.

Funding
Later-stage funding for fintech companies has proven to be very fruitful. Companies operating in private equity 
understand the benefits of disruptive technology so are keen to provide the venture capital needed to scale a 
business.

Fintech in action
In 2015 Revolut raised just over £1,000,000 from 433 investors in an EIS-qualifying investment. Two years later these 
early-stage investors toasted a 19 times return on their investment. Revolut has continued to go from strength to 
strength, and by 2021 the company was valued at $33 billion.
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PropTech
PropTech is a form of fintech which focuses of technology specifically relating to real estate. There are quite a few 
developments in this sector including smart contracts and tokenization of real estate.

PropTech in action
In 2009 Zoopla raised money for its technology through the Enterprise Investment Scheme. Fast forward to 2014 
the company floated on the London Stock Exchange with a listing value on its IPO at £919 million. After listing, 
Zoopla quickly broke the £1 billion market capitalisation value. It became another fintech unicorn that used EIS to 
catapult the company to the big leagues.

Esper Wealth
Esper Wealth is an early-stage growth company operating in the property sector. Our company has developed 
exceptional PropTech which is set to disrupt the way property is bought and sold in the UK. We aspire to become the 
market leader in digitalised real estate. Currently, we are raising finance through SEIS and EIS to suitably qualified 
‘high-net-worth’ and ‘sophisticated investors’, as well as ‘restricted investors’. These funds will be used to further 
develop our tech to scale our business.
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The new real estate model

PropTech has the ability to transform how real estate functions. Advances in blockchain technology will reward early 
adaptors to this emerging technology, as they will be able to better serve their clients by offering them quicker 
transaction times and lower fees. More importantly, tokenization will make fractional ownership of real estate 
commonplace. This will result in the liquidity and globalisation of real estate.

Within the next 10 years there will be a completely new real estate model. As the world comes to terms with the 
digitalisation of assets. Esper Wealth aspires to become the market leader in this rapidly evolving market.

Conventional real estate models
Typical real estate models have three main revenue streams.

• Property sales. Property sales have traditionally been the main way for estate agents to make their money.
Some agents like Hunters still make the majority of branch income from property sales.

• Property rentals. Property rentals have become increasingly important. Though the past few years this trend
has reversed slightly due to a surge in property prices. That said, agents like Foxtons have made considerably
more income from rentals compared to sales. In 2021, Foxtons generated £74.3m in lettings revenue, averaging
£1.3m in lettings income per branch, according to the research. In the same year, its sales revenue totalled
£42.7m, averaging £748,649 per branch.

• Third party referrals. Agents make considerable kickbacks from third parties for making referrals. Typically,
larger agents can negotiate a 25% fee from mortgage brokers and solicitors. This has allowed agents like Strike to
sell property for free.

Online and hybrid models
In an attempt to lower fees, we have seen various new models enter the market. Some of these offer online services 
where there is no branch. However, the majority of new entrants offer hybrid models as buyers and sellers prefer to 
visit an agent in person at branch.

• Purplebricks. This was once the franchise of choice for most new agents. Agents were lured by the idea that
sellers wanted lower fees. More recently agents have moved away from this model as sellers are realising that
there is little motivation for agents selling property once they have received fees upfront.

• Strike. This is another emerging model which promises zero fees. Instead, agents only make money from
referrals. consequently, this model is gaining traction fast. However, like Purplebricks there is little incentive for
sellers to attain the best market price.

Esper Wealth
As a company, we are also targeting a franchise hybrid model. This reduces fees compared to traditional branch 
models, but it still offers customers the ability to have a face-to-face service. Unlike Purplebrcks and Strike, agents are 
incentivised to sell property at full market price, this makes it better value for the seller. Though our main competitive 
advantage lies in our PropTech.

• The use of smart contracts will result in quicker and cheaper fees as savings are made by streamlining the
administration of all parties. This includes mortgage brokers, solicitors, and other stakeholders. These savings are
all passed on to the seller giving them better value, whilst not compromising on the property selling price.
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• The use of our blockchain technology is not limited to smart contracts. Tokenization allows for the digitalisation 
of real estate. This opens the door to increased revenue streams for agents whilst offering investors increased 
flexibility in investing.

• Through PropTech, we have partnered with the UK’s first ever property development company which is funded 
exclusively through the blockchain. This partnership ensures exclusivity for franchisees, resulting in increased 
revenue streams.

SEIS and EIS approved
Our business model rewards early stage investors by allowing them to invest in a forward thinking company that uses 
fintech solutions to improve the service to the end user whilst simultaneously increasing profit margins.

For qualifying early-stage investors we are raising finance through the Seed EIS and then the EIS scheme. This 
investment offers considerable tax benefits, resulting in lower risk and higher returns for qualifying clients.

If you are either a ‘high-net-worth’ or ‘sophisticated investor’ you can find out more about our disruptive business 
model by contacting a member of investor relations who will happily send you the full investment prospectus.
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