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Hong Kong: All-in on Web3 Digital Economy

» On October 31, 2022, Hong Kong announced the “Policy
Statement on Development of Virtual Assets in Hong Kong”,
launching a major initiative to develop its digital economy

» A strong commitment to Web3 and Metaverse

» Redefine Hong Kong's regulatory framework for digital assets
and digital economy

» Hong Kong’s development of virtual assets industry and Web3
is picking up pace in 2023. Hong Kong is now a focal point of
the whole world in this space, with a series of measures to
attract businesses and talents in Web3 to the city.
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Digital Economy is Transforming Across the World

1. The digital economy today is classified into three sub-categories:

Broad Scope: Digitalised Economy
Narrow Scope: Digital Economy

Core: Digital (IT/ICT) Sector
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2. Size of the digital economy ranges from 4.5 to 15.5% of global GDP
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3. Trends of digital economy

4. By segments of digital ecosystem revenues growth:

Global GDP — a CAGR of 3%

Digital ecosystem revenues —a CAGR of 8%

Digital sevices & platform players —a CAGR of 11%

Digital devices —a CAGR of 9%

Revenues of the digital ecosystem vs. GDP?
World, 2009-2018, base 100 in 2009

Revenues of the digital ecosystem by segment®
World, 2009-2018, USD Bn*
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Web 2.0 — Monopoly

Revenues of selected key players of the digital economy in billion US$ in 2020
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The Evolution of the web

Web 3 vs. Web 2

Web
1.0

Web
2.0

Web
3.0

Companies
Netscape,
Yahoo

FAANG

TBD

The Web is Evolving . ..

Information
Economy

Y2 a8

Web 1

Read

—

Function

Read

Read, write

Read, write,

own

Information
Flow

1 way - static

2 way - dynamic

2 way - dynamic

Platform
Economy

oW

Web 2

Read
Write

Protocols

Open source

Private and siloed

Open source

Token

Economy

o

Rules

Standardized
Abstract

Standardized

¢ ©

Web 3
Read
Write
Execute

Content
Creation

Companies

Users

Users

Content
Ownership

Companies

Companies

Users



What is Web3?

The concept was first proposed by Gavin Wood in 2014

» Web 2.0 has a highly unfair policy that grants platforms ownership of all
content, regardless of who created it, e.g. Facebook (Meta).

» The concept of Web3 is that the content belongs to the creators. Platforms
should assist creators in building value and receiving rewards.

» Web3 often emphasizes decentralization and distributed systems. However,
| personally believe that this is not essential. The concept of Web3 can be
realized in a centralized or semi-centralized form.

» Another important aspect of Web3 is the re-evaluation and re-recognition of
value. Popular examples of this are GameFi and X2Earn (X2E).

» Metaverse and Web3 will be closely related.

In the age of growing inequality, Web3 is well-aligned with “common prosperity”

Source: A16Z



Web 3.0 : A New Paradigm for Creator Value

Web3 platforms offer fairer economic terms for users
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Web3 platforms have drastically lower take rates than the
internet giants today

Take Rates of Popular Creator Platforms

&
45% | -100%
 fivi0)

30%

]L—I

Compare Meta’s nearly 100% take-rates across Facebook and Instagram

to NFT marketplace OpenSea’s 2.5%.

According to A16Z analysis, web3 paid out $174,000 per creator, while

Meta paid out $0.10 per user, Spotify paid out $636 per artist, and
YouTube paid out $2.47 per channel.

Source: A16Z



Improve real industrial efficiency in the virtual way

What is the Metaverse ?

Metaverse is the ultimate ecosystem of advanced
digital economy

» The metaverse depicts a digital
world that is both parallel and
integrated with the real world, where

Physical World
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The Many Challenges of Web3
Among them:

» Scalability: Distributed systems have limited capacity, hard to support a large-scale Web3

ecosystem. But technologies such as Layer 2 and sharding can partially address it

» Sustainability: The popular GameFi and X2Earn (X2E) business models have significant
sustainability issue. There is currently suspicion of Ponzi schemes surrounding many Web3
projects

» Breaking Barriers: The development of a healthy and sustainable Web3 ecosystem requires
breaking the barriers set by Web2 monopolies and many other traditional barriers.

Otherwise Web3 business models will be narrowly restricted to a few niche areas
» Two Recent developments may pave way for true emergence of Web3 era!

=  Emergence of RWA (Real World Assets) tokenization

= Development of Al technologies such as Chat-GPT offer a watershed moment for
breaking many barriers for Web3.



AIGC Era: You can be a‘“Creator”




AIGC Era: Unleashing Creativity and Breaking Barriers

ALICE AND

by Ammaar Rcshl
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Ammaar Reshi
December 4, 2022
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All these images are created
by Midjourney

The bottom picture won the
top prize in a highly
competitive digital art
competition

The one on the right was a
children’s book created by
Ammaar Reshi on a weekend

Midjourney has a total of 11
employees, collaborating
over Discord.

Another text-to-image
platform Stable Diffusion has
a similar story



AIGC Era: Unleashing Creativity and Breaking Barriers

@ GPT-4> 4. Services & Technology

- : : e Explain the core services your startup will offer, such as risk
1 would like to start a Web3 startup using ChatGPT to provide P y p :

. ) . . . . evaluation of financial products based on prospectus analysis. .

financial services. The service will be using ChatGPT and other Al =) Describe the deshrology Stack nclrling €hakB1 and other > Ch atG PT IS an ena ble r fo r
Al tools, and how they will be utilized to deliver your services.

o Detail any proprietary algorithms or technology you will numerous ta S ks t h at

Sure! Here's an outline for a business plan for your Web3 startup develop. wou Id Oth e rWise be

using ChatGPT to evaluate financial products’ risks. Remember that ¢ 5\;:;:52?2)'/ rtle:tz;/;nr:‘spartnershlps Al el LG . .
this is just a starting point, and you should customize and expand P ’ INaccessl ble by even

the plan to address the specific needs of your business. .
’ g ’ most of the highly

tools to evaluate risks of financial products by analyzing carefully
their prospectus. Can you help write a BP?

5. Sales & Marketing Strategy
1. Executive Summary

- o ¢ Outline your go-to-market strategy, including how you will ed u Cated people
o Briefly introduce your Web3 startup, its mission, and Seraeardl e sisnsEn
objectives. o Describe your sales process, pricing model, and any discounts .
o Summarize the market opportunity, target customers, and or promotions. > Numerous new P I ugins

BT selling proposition. o Detail your marketing strategy, including online and offline
* Outline your revenue model and growth strategy. channels, content marketing, and public relations.

and projects based on
ChatGPT or similar

2. Company Overview 6. Operations & Infrastructure t h I .
. ‘ - : echnologies are
* Provide a detailed desc.nptlon of your company, its legal e Describe your operational processes, including customer g
SR, and ownership. ) ) onboarding, service delivery, and customer support. springing up to so IVe
. Descr.lbe the management team and their relevant experience. « Outline your team structure and hiring plan to support . o
® Explain the company's core values and culture. operations. various Spec|f|c tasksl
o Discuss any technology infrastructure needed to support the
3. Market Analysis business, such as servers, security measures, and data storage. e g P DFG PT; AUtO'G PT;
o Describe the financial services market landscape and identify . . o X Age nt'G PT, etc
key trends, opportunities, and challenges. 7. Financial Projections & Analysis
* Conduct a market segmentation analysis to identify your e Provide a detailed financial projection for the first three to five
target customer segments (e.g., retail investors, institutional years, including revenue, expenses, and profit margins.
investors, financial advisors). e Include a break-even analysis to determine when your startup
* Analyze your competition and identify your competitive will become profitable.
advantages and differentiators. e Conduct a sensitivity analysis to assess the impact of changes

in key variables (e.q., customer acquisition costs, market



AIGC as Enabler of Web3

Breaking Barriers! Think of Midjourney and Stable Diffusion. They are Web3 enablers and
operate like Web3 companies (collaborative and distributive). Same as many ChatGPT based
projects. They will break multiple barriers that have previously hindered the true

development of a Web3 ecosystem

Sustainability: Before AIGC era, there were very few long-term profitable Web3 business
models. With AIGC, numerous opportunities have opened up to allow creators to generate
value and retain almost 100% of them. This is at the core of Web3!

In the AIGC era, Web3 might even become a norm in the future development of many
sectors. Who would have thought that today behemoths like Google, big financial

institutions, Big 4 and others would worry about their own future

But! Let us not overlook or gloss over the potential danger of Al 3.0 ...



Web3 Digital Economy and Globalization

» We have seen a lot of talks about “decoupling” and retreat from
globalization.

» We have seen a more polarized world today

» Yet Web3 digital economy is a true globalized economy that spans across
countries, nationalities and ethnicities. It is (almost) immune to
geopolitics. Web3 is one of the few key pieces today that connects the
world together

» Digital Economy is the fastest growing part of the economy of the world
(as well as China), and it now accounts for approximately 40% of the GDP.



Thank You 5§} !

Contact. yangwang@ust.hk
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e Web3.0 flotFHBE : DAO

> WRRTYEGRET TUA>SEEMEHLFE AL, HLDAO e

Panda DAO says it will dissolve and

(Decentralized Autonomous Organizations) X % T 7632 (Governance) Y E o/ ff, fn  returninvestors assets due to nternal

strife
e
e
development, too many voices in price. Too tired

> Web3. 0 L F & U= F QU AER, EXHERTIWIEE R b (Quf  endrefndicalacore eam member wote
BE “Bazan” ), ANLEFEEETHNHE (Flaw: CFTC £1F DAO)

> AL DAO %Jﬂ&\”é@ “REZE” 7K, HERMK (eg PandaDAO) , K |
W AT X AT T A fF A Vitalik BB &

> “REHE” AFZRTEFOAR, Ax%E (BFL) TR kK

(Arrow’s Theorem)

EEZTEF, DAO EF 2= ckn— 1 EE NN ITE (Flan — Rk F#
Z) , RATE DAO 2 FEF oM/ EF O EAHN G EFT KEWEN.

“Too much time in governance, too little time in

> 8

Source: A16Z
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Hong Kong promises its cryptocurrency
stance is separate from mainland China’s,
considers direct retail participation

+ Hong Kong is considering allowing retail investors to directly
invest in virtual assets amid a talent exodus hollowing out the
city's crypto industry

+ The city government is distinguishing its approach from the
crypto ban on the mainland, but it has still faced pushback
over a lack of regulatory clarity

Digital currencies +FOLLOW

P\ Xinmei Shen
+ FOLLOW |
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+ BEREEMR 2 RINRFSEATsMNES
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«  FHEWeb3.0 MERLFTHEHMEN
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«  HENEBEWeb3.0 FZIT LD EFEIN
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