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Abstract

This paper mainly intends to exhume the impact of blockchain on stock market. It applies literature
review approach to gather information from different sources. The study observes a potential
paradigm shift in this sector which will remove unnecessary intermediaries, ensure utmost
transparency and security, and reduce the post transaction settlement time. It will also facilitate
starts up to raise their capital through smooth security tokens. People will be able to participate in
different meetings from remote places through this technology. Since blockchain comes with
several adverse impacts, author recommends a collaborative approach to implement this
technology for the overall benefits of the society.
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Introduction

The consequence of technical progress on the welfare of workers has been a matter of debate for
a long time. Over the last few decades, innovations in technology have arose and they have affected
the society in many ways. The Internet has changed the nature of services and living standard of
people in various ways (Saint-Paul, 2008). The blockchain technology is one of the new technical
innovations currently evolving. Briefly it is a technique providing registration of any kind into a
distributed database architecture referred to as a ledger (Pinna & Ruttenberg, 2016; Chowdhury,
2012). The blockchain technology allows networks to become more decentralized and it can curtail
transaction times. It is likely that the blockchain technology will affect the capital market, a
large global industry. The capital market has been doing business electronically for many years.
But the businesses within the market also involve many information transfers manually and
paper-based. There are several reasons for the continued adherence to traditional paper-based
method; both aversion from customers and regulatory statues affects the usage (Mulligan &
Gordon, 2002). When implementing new technology, impacts from the implementation is not
always clear on beforehand and it might affect more areas than ever imagined (Saint-Paul, 2008).
This implies that change is not easy, the impacts might be extensive and the consequences
might be others than intended. The capital market is an important industry in the current
society, it is important to not interfere with its function and not expose it to unnecessary risks but
at the same time it needs to be developed. The capital market is also highly regulated and it is
important that changes within the market do not interfere with the regulations (Chowdhury,
2013).



Literature Review

The blockchain technology provides the computers within the network with the information they
need to operate and verify transactions (Vigna & Casey, 2015). The blockchain stores all
transactions and information about the transactions; the chain is public within the network and it
is made available to the network instantaneous. No one can identify which individual performing
the transaction because the technology uses the private-public key cryptography; the users are only
presented by a pseudonym (Kelly, 2015; Vigna & Casey, 2015). The cryptographic keys are not
revealed to any person or institution, only the owners have access to them. The blockchain uses
the nodes within the network to get a consensus on the validity of each transaction. This validation
method is based on comparing historical data from the chain with the specification of the current
transaction (Vigna & Casey, 2015). The validators need to check that the assets involved in a
transaction are available to the transaction originator according to the most recent information
(Pinna & Ruttenberg, 2016). Once that consensus has been reached the receiver knows that the
sender has valid funds. The signed transaction is then brought into the distributed ledger to be
validated and recorded in the next update of the blockchain (Van de Velde et al, 2016; Chowdhury
et al., 2015). The blockchain technology includes new methods and applications of encryption
technologies that enable security and anonymity of sensitive data, even in the distributed and
shared-access environment like the blockchain network (Van de Velde et al, 2016). The new
encryption methods and applications allow the users to selectively reveal information depending
on their needs. The mutual consensus verification protocol that the blockchain uses is another new
innovation; it allows a network to agree on updates to the database collectively instead of using a
central part that perform updates (Chowdhury, 2014). The consensus verification protocol also
secures that the overall dataset remains correct. Another innovation is the smart contracts, which
is program or code uploaded to a ledger instead of passive data entries (Van de Velde et al, 2016).
Smart contracts are a way of transposing contracts imposed on users into the digital distributed
ledger. Smart contracts can have access to a number of accounts and can transfer assets according
to the terms of the contract, as soon as an event trigger the application of these terms. This provides
an opportunity for automatic transactions to occur in response to a specific event. Smart contracts
are written in the ledger and they follow the same validation method as any other blockchain
transaction (Pinna & Ruttenberg, 2016; Chowdhury 2015; Swanson, 2015). Smart contracts might
be the innovation that causes real change within the capital market since it can perform a number
of tasks currently executed by intermediaries according to Pinna & Ruttenberg (2016).

Methodology

The information for this study has been gathered by analyzing a good number of refereed and non-
refereed journals, newspaper, magazine, and special reports on the impact of blockchain on the
stock market. The scope covers basic orientation on blockchain, benefits and adverse effect of
blockchain, its impact on stock market operations from different dimensions.

Findings

Blockchain has become a buzzword for many organizations, industries, sectors specially finance.
Different organizations like banks, governments, innovative institutions etc. are adopting this
technology to earn benefits in all possible ways. Experts opined that blockchain technology highly
suit in the field of finance. Although other experts disagree. However, the existing mechanism of



stock market is seriously complicated, time consuming, costly and risky. Blockchain can
significantly contribute to this sector to resolve most of the problems. The following section
reveals how this technology can bring turnaround change in this field;

1. Removing less important intermediaries
There are numerous middlemen between stock buyers and sellers. A single trade might involve
stockbrokers, depositories, banks, and clearing corporations. These intermediaries often help the
markets function more efficiently, but they’re not all indispensable. Through smart contacts, buyer
and seller do the transaction directly and can eliminate the intermediaries in between (Nofer,
Gomber, Hinz & Schiereck 2017; Chowdhury 2016)

2. Integral regulation
Blockchain users stay connected and enjoy access to a common ledger remotely with the passkey.
Traders can save money by permitting regulators some oversight into blockchain-powered trading
platforms. Investors of all experience levels and financial means can avoid unforeseen legal
consequences through real-time compliance (Ivan, 2016).

3. Unbiased and automated regulatory systems
Human regulators are biased as administrators of financial transactions, but blockchain-based
trading platforms can serve as support by signaling suspicious transactions (Chowdhury et al.,
2023). Blockchain can trace potentially suspicious transactions and most importantly it can do it
without human intervention (Wright & De, 2018)

4. Enhancing opportunity for security tokens
Security tokens are issued through Security Token Offerings (STO). STOs are very popular to both
startup businesses and investors as it a simple way of financing. But many security tokens are
unlawful to some extent. Regulators are less active regarding STO issues whereas they highly
value formal exchanges. Blockchain can easily help STOs operations in a better and flawless way
so as to enhance the possibility of financing for the young startups and creating a smooth platform
to park the hard-earned savings of investors (Chowdhury, 2017; Kaal & Dell, 2017)

5. Shortening trade settlement time
Smart contract technology replaces ineffective, costly human errors in blockchain-driven trading
platforms. The contracts execute as soon as some prerequisite criteria is fulfilled, like a buyer and
seller agreeing on a price point. Quicker trades reduce time lags (Chiu & Koeppl, 2019).

6. Accelerating dividend payments
Most of the investors expect regular dividends from their investment. It constitutes a significant
portion of total returns on investment. Under traditional system, it takes several weeks to get the
dividend in hand. Companies could save time and money by implementing automation in the
dividend payment process (Chowdhury, 2019). Blockchain smart contracts create self-executing
payments to release dividends to shareholders more quickly and cost-effectively (Rechtman,
2017).



7. Quick fundraising
Blockchain technology helps to raise any funds at any time from the public directly without the
help of intermediaries (Chowdhury, 2020). It sends smart contracts at once to perform the

transactions which saves both cost and time without forfeiting the quality (Till, Peters, Afshar &
Meara, 2017).

8. Token-facilitated micro investing
There are many high-priced shares in most of the bourses which small investors cannot buy.
Security Token Services (STS) system of blockchain technology can easily resolve this issue. The

shares can be broken into smaller increments, so virtually any investor can claim a share (Zhang,
White, Schmidt, Lenz, & Rosenbloom 2018).

9. Tracking securities lending

Investing in ETF (exchange-traded fund) reduces the risk to a greater extend as the fund is utilized
to buy different stocks from different sectors. An ETF is a marketable security that tracks a stock
index, a commodity, bonds, or a basket of assets. These funds are managed by highly
knowledgeable, trained and experienced people (Chowdhury, 2022). Most of the ETFs are heavily
invested in the sort of leveraged loans that led to the last financial crisis. But for ETF managers
making sound investment decisions, lending securities to short sellers is a low-stress proposition
with potential upside. Tracking the prices of these ETFs is important from both a buyer’s and
seller’s perspective. Blockchain-powered platforms can track the values and status of borrowed
ETFs, and trigger the issuance of collateral (through smart contracts) if the short seller becomes
overleveraged (Molinari, Latona, Pallotta, & Friedman, 2017)

10. Participating in AGM from a remote place
A stockholder can participate in an annual general meeting (AGM) and cast his/her vote by using
blockchain technology from a remote place. The blockchain allows flexible participation in
meetings without the threat of hacking (Chowdhury et al., 2021; Van & Lafarre, 2017).

Conclusion

Blockchain is going to bring a paradigm shift in the traditional stock market mechanism through
complex level of digitalization. Smart contracts will massively eliminate unnecessary
intermediaries and thus bring the associated costs to a drastic level. Since there is possibility of
potential errors, market regulators need to be more conscious about the implementation of smart
contracts. The blockchain technology may be implemented either as a permissioned or
permissionless version (Chowdhury et al., 2022). The permissioned alternative seems to be more
relevant for the stock market as it ensures integrity and strong security. Considering the application
and requirements of users both the alternatives may be used simultaneously (Lundstrom, 2016).
Since blockchain will replace manual operations, it may eat up the breads of many people who are
engaged in the traditional process. A flexible development and implementation process may help
dealing with unintended consequences (Rosati & Cuk, 2019). The consequences might not be



visible immediately; it might take a while to identify all effects. Therefore, a more collaborative
approach may realize the full potentials of blockchain.

References

1.

2.

10.

11

12.

13.

14.

15.

Chiu, J., & Koeppl, T. V. (2019). Blockchain-based settlement for asset trading. The Review of
Financial Studies, 32(5), 1716-1753.

Ivan, D. (2016). Moving toward a blockchain-based method for the secure storage of patient records.
In ONC/NIST Use of Blockchain for Healthcare and Research Workshop. Gaithersburg, Maryland,
United States: ONC/NIST (pp. 1-11).

Kaal, W. A., & Dell'Erba, M. (2017). Initial coin offerings: emerging practices, risk factors, and red
flags. Verlag CH Beck (2018), 17-18.

Lundstrém, K. V. (2016). Impact from the blockchain technology on the Nordic capital market.
Marie, S. (2019). Blockchain For Stock Markets: 11 Possible Use Cases - Disruptor Daily. Retrieved
9 September 2019, from https://www.disruptordaily.com/blockchain-use-cases-stock-trading.
Molinari, V., Latona, J., Pallotta, C. J., & Friedman, C. H. (2017). U.S. Patent Application No.
15/198,136.

Mulligan P. & Gordon R. S. (2002). “The impact of information technology on customer and supplier
relationships in the financial services”. International Journal of Service Industry Management. Vol.
13, No 1, pp. 29-46.

Nofer, M., Gomber, P., Hinz, O., & Schiereck, D. (2017). Blockchain. Business & Information
Systems Engineering, 59(3), 183-187.

Pinna, A. & Ruttenberg W. (2016) “Distributed ledger technologies in securities post trading”.
Retrieved 2016-05-02 from: https://www.ecb.europa.eu/pub/pdf/scpops/ecbop172.en.pdf.
Rechtman, Y. (2017). Blockchain: The Making of a Simple, Secure Recording Concept. The CPA
Journal, 87(6), 15-17.

Chowdhury, E. K., Stasi. A. & Pellegrino. A. (2023). Blockchain Technology in Financial
Accounting: Emerging Regulatory Issues. Review of Economics and Finance. 21 (1), 862-868.
https://refpress.org/ref-vol21-a94/

Chowdhury, E, K., & Islam, A. (2017). Role of Foreign Direct Investment in the Stock Market
Development of Bangladesh- A Cointegration and VAR Approach. The Bangladesh Accountant,
April-June, 2017, 63-74. The Institute of Chartered Accountants of Bangladesh.
https://tinyurl.com/y8hs2paf

Chowdhury, E. K (2021). Does Internal Control Influence Financial Performance of Commercial
Banks? Evidence from Bangladesh. South Asian Journal of Management, 28(1), 59-77.
https://tinyurl.com/59nr5axm

Chowdhury, E. K. (2012). Impact of Bank Lending Rate on Inflation in Bangladesh. Journal of
Politics & Governance, 1 (1), 5-13. https://tinyurl.com/26y2pw6y

Chowdhury, E. K. (2012). The Impact of Merger on Shareholders' Wealth. International Journal of
Applied  Research in  Business  Administration and  Economics, 1(2), 27-32.
https://tinyurl.com/ycxt59vz


https://www.disruptordaily.com/blockchain-use-cases-stock-trading
https://refpress.org/ref-vol21-a94/

16. Chowdhury, E. K. (2016). Investment Behavior: A Study on Working Women in Chittagong.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

Premier Critical Perspective, 2 (1). 95-109.
http://digitalarchives.puc.ac.bd:8080/xmlui/handle/123456789/67

Chowdhury, E. K. (2017). Functioning of Fama-French Three- Factor Model in Emerging Stock
Markets: An Empirical Study on Chittagong Stock Exchange, Bangladesh. Journal of Financial Risk
Management, 6(4), 352-363. https://doi.org/10.4236/jfim.2017.64025

Chowdhury, E. K. (2017). Measuring the Effect of Macroeconomic Variables on the Stock Market
Return: Evidence from Chittagong Stock Exchange. AU-International e-Journal of Interdisciplinary
Research, 2(2), 1-10. http://www.assumptionjournal.au.edu/index.php/eJIR /article/view/4227

Chowdhury, E. K. (2021). Prospects and challenges of using artificial intelligence in the audit process.
In Abedin, M.Z., Hassan, M.K., Hajek, P. (eds.) The Essentials of Machine Learning in Finance and
Accounting (pp. 139-155). Routledge. https:/tinyurl.com/4stz7ycj

Chowdhury, E. K. (2022). Disastrous consequence of coronavirus pandemic on the earning capacity
of individuals: an emerging economy perspective. SN Bus Econ. 2(153).
https://doi.org/10.1007/s43546- 022-00333-z

Chowdhury, E. K., & Begum. R. (2012). Reward Management as Motivational Tool in Various
Industries in Bangladesh: An empirical study. International Journal of Contemporary Business
Studies, 3(11), 22-34. https:/tinyurl.com/3vzu9cu8

Chowdhury, E. K., & Chowdhury, G. M. (2014). Applicability of Prediction Techniques in the Stock
Market-A Chittagong Stock Exchange Perspective. International Journal of Advanced Information
Science and Technology, 32(32), 126-136, DOI:10.15693/ijaist/2014.v3112.124-134

Chowdhury, E. K., & Chowdhury, R. (2017). Online Shopping in Bangladesh: A Study on the
Motivational Factors for Ecommerce that Influence Shopper’s Affirmative Tendency towards Online
Shopping. South Asian Jouwrnal of Marketing & Management Research, 7(4). 20-35.
DOI:10.5958/2249-877X.2017.00019.4

Chowdhury, E. K., & Chowdhury, R. (2022). Empirical research on the relationship between
renewable energy consumption, foreign direct investment and economic growth in South Asia.
Journal of Energy Markets, 15(2). 1-21, https://DOIL:10.21314/JEM.2022.012

Chowdhury, E. K., & Chowdhury, R. (2023). Role of financial inclusion in human development:
Evidence from Bangladesh, India and Pakistan. Journal of the Knowledge Economy, 1-26.
https://doi.org/10.1007/s13132-023-01366-x

Rosati, P., & Cuk, T. (2019). Blockchain beyond Cryptocurrencies. In Disrupting Finance (pp. 149-
170). Palgrave Pivot, Cham.

Saint-Paul, G. (2008). “Innovation and inequality: how does technical progress affect workers?”’
Student edn., Oxford; Princeton: Princeton University Press.


https://doi.org/10.1007/s43546-

28.

29.

30.

3L

32.

33.

34.

35.

36.

37.

38.

39.

Chowdhury, E.K. (2020). Is Capital Market Integration among the SAARC Countries Feasible? An
Empirical Study. Eurasian Jowrnal of Business and Economics, 13(25), 21-36.
https://doi.org/10.17015/ejbe.2020.025.02

Chowdhury, E.K. (2020). Non-Performing Loans in Bangladesh: Bank Specific and
Macroeconomic Effects. Journal of Business Administration, 41(2), 108-125. University of Dhaka.
https://tinyurl.com/54f5pexw

Chowdhury, E.K. (2020). Volatility in Cryptocurrency Market—Before and During Covid-19
Pandemic. ~CIU  Jouwrnal, 3(1), 69-86. Chittagong Independent  University.
https://tinyurl.com/mr3djzcn

Chowdhury, E.K. (2022). Strategic approach to analyze the effect of Covid-19 on the stock market
volatility and uncertainty: a first and second wave perspective, Journal of Capital Markets Studies,
Vol. ahead-of-print No. ahead-of-print. https://doi.org/10.1108/JCMS-05-2022-0015

Chowdhury, E.K. (2023). Integration of Attificial Intelligence Technology in Management
Accounting Information System: An Empirical Study. In: Abedin, M.Z., Hajek, P. (eds) Novel
Financial Applications of Machine Learning and Deep Learning. International Series in Operations
Research & Management Science, vol 336. Springer, Cham. https://doi.org/10.1007/978-3-031-
18552-6 3

Chowdhury, E.K., & Rozario, S. O. (2018). Impact of Attitude and Awareness of Investors on their
Investment Behavior- A Study on Bangladesh Stock Market. The Bangladesh Accountant, July-
September, 81-89. The Institute of Chartered Accountants of Bangladesh.
https://tinyurl.com/4av6swas

Chowdhury, EK (2020). India’s NRC, CAA may take Bangladesh closer to China. Asian Regional
Review,  Diverse  Asia, Seoul  National  University  Asia  Center, 3(2).
https://diverseasia.snu.ac.kr/?p=4525

Chowdhury, M.R.A., & Chowdhury, E. K. (2010). Estimation of Stock Market Risk-A Value at Risk
Approach. The Cost & Management, 38(4), 22-27. https://tinyurl.com/4ax978ud

Chowdhury, M.R.A., Chowdhury, E. K., & Chowdhury, T. U. (2015). Application of Capital Asset
Pricing Model: Empirical Evidences from Chittagong Stock Exchange. The Cost & Management,
43(3), 38-44. https://tinyurl.com/bddv24cy

Swanson, T. (2015). “Consensus-as-a-service: a brief report on the emergence of permissioned,
distributed ledger systems”. Retrieved 2016-02-04 from: http://www.ofnumbers.com/wp-
content/uploads/2015/04/Permissioned-distributedledgers.pdf.

Till, B. M., Peters, A. W., Afshar, S., & Meara, J. G. (2017). From blockchain technology to global
health equity: can cryptocurrencies finance universal health coverage? BMJ global health, 2(4),
€000570.

Van de Velde, J., Scott, A., Sartorius, K., Dalton, 1., Shepherd, B., Allchin, C., Dougherty, M., Ryan,
P. & Rennick, E. (2016). “Blockchain in Capital Markets, the prize and the journey”. Retrived 2016-
02-10 from: https://www.euroclear.com/en/campaigns/blockchain-in-capital-markets.html.


https://tinyurl.com/mr3djzcn

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

SL

Van der Elst, C., & Lafarre, A. (2017). Bringing the AGM to the 21st Century: Blockchain and Smart
Contracting Tech for Shareholder Involvement. European Corporate Governance Institute (ECGI)-
Law Working Paper, (358).
Chowdhury, E. K., & Nahar, S. (2017). Perceptions of Accountants toward Sustainability
Development Practices in Bangladesh. Journal of Management and Sustainability,7(3), 112-119.
doi:10.5539/jms.vn3p112

Chowdhury, E. K., & Reza, T. (2013). Diagnostic Study on Interactive Ads and Its Response towards
the FM Radio. International Journal of Research in Commerce, IT & Management, 3(2), 36-41.
https://tinyurl.com/5n8huanv

Chowdhury, E. K., Dhar, B. K., & Stasi, A. (2022). Volatility of the US stock market and business
strategy ~ during = COVID-19.  Business  Strategy &  Development, 1-11.
https://doi.org/10.1002/bsd2.203

Chowdhury, E. K., Dhar, B. K., Gazi, M., & Issa, A. (2022). Impact of Remittance on Economic
Progress: Evidence from Low-Income Asian Frontier Countries. Journal of the Knowledge
Economy, 1-26. https://doi.org/10.1007/s13132-022-00898-y

Chowdhury, E. K., Dhar, B. K., Thanakijsombat, T., & Stasi, A. (2022). Strategies to determine the
determinants of financial performance of conventional and Islamic commercial banks: Evidence
from Bangladesh. Business Strategy & Development, 1-19. https://doi.org/10.1002/bsd2.207

Chowdhury, EK. (2018). An Assessment of Return Spillover Among Selected Stock Markets in
SAARC Countries. South Asian Journal of Management, 25 (1), 51-63. Association of Management
Development Institutions in South Asia. https:/tinyurl.com/y2bd39tk

Chowdhury, E.K. (2018). Does Foreign Direct Investment Stimulate Economic Progress of a
Developing Country? Empirical Evidence from Bangladesh. CIU Journal, 1 (1), 71-86. Chittagong
Independent University. https:/tinyurl.com/3scz3jzh

Chowdhury, E.K. (2019). An Empirical Study of Volatility in Chittagong Stock Exchange. CIU
Journal, 2 (1), 19-38. Chittagong Independent University. https:/tinyurl.com/3w6k89k8

Chowdhury, E.K. (2019). Transformation of Business Model through Blockchain Technology. The
Cost and Management, 47(5), 4-9. The Institute of Cost and Management Accountants of
Bangladesh. https:/tinyurl.com/bdz4ns7t

Chowdhury, E.K. (2020). Catastrophic Impact of Covid-19 on Tourism Sector in Bangladesh: An
Event Study Approach. The Cost and Management, 48(4), 43-52. The Institute of Cost and
Management Accountants of Bangladesh. https://tinyurl.com/ccu6mkbx

Vigna, P. & Casey, M. (2015). “The age of cryptocurrency : / how bitcoin and digital money are
challenging the global economic order”. New York: St. Martin's Press.


https://tinyurl.com/3scz3jzh
https://tinyurl.com/3w6k89k8
https://tinyurl.com/bdz4ns7t
https://tinyurl.com/ccu6mkbx

52. Wright, A., & De Filippi, P. (2018). Decentralized blockchain technology and the rise of lex
cryptographia. Available at SSRN 2580664.

53. Zhang, P., White, J., Schmidt, D. C., Lenz, G., & Rosenbloom, S. T. (2018). FHIRChain: applying
blockchain to securely and scalably share clinical data. Computational and structural biotechnology
journal, 16, 267-278.



	Impact of Blockchain on Stock Market
	Abstract
	Introduction
	Literature Review
	Methodology
	Findings
	1. Removing less important intermediaries
	2. Integral regulation
	3. Unbiased and automated regulatory systems
	4. Enhancing opportunity for security tokens
	5. Shortening trade settlement time
	6. Accelerating dividend payments
	7. Quick fundraising
	8. Token-facilitated micro investing
	9. Tracking securities lending
	10. Participating in AGM from a remote place

	Conclusion
	References


