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THE MATTERS SET FORTH IN THIS ADVISORY REPORT ARE PROPRIETARY TO VALHIL ADVISORS, LLC AND ITS AFFILIATES (COLLECTIVELY, “VALHIL”) AND THE RESULT OF SUBSTANTIAL TIME AND
MATERIAL EXPENSE INVESTED TO PROVIDE STRATEGIC AND FINANCIAL BENEFIT TO THE FIRM, ITS CLIENTS AND INVESTORS. THIS ADVISORY REPORT IS PROTECTED BY U.S. FEDERAL COPYRIGHT
LAW. VALHIL PREPARED CERTAIN PORTIONS OF THIS ADVISORY REPORT BASED ON PUBLICLY AVAILABLE INFORMATION. VALHIL HAS NOT AND DOES NOT INTEND TO INDEPENDENTLY VERIFY ANY
OF SUCH INFORMATION, ALL OF WHICH VALHIL ASSUMES IS ACCURATE AND COMPLETE IN ALL MATERIAL RESPECTS. IF THIS ADVISORY REPORT CONTAINS PROJECTIONS, FORECASTS OR OTHER
FORWARD-LOOKING STATEMENTS, VALHIL ASSUMES THAT THEY WERE PREPARED BASED ON THE BEST AVAILABLE ESTIMATES OF THE FUTURE EVENTS UNDERLYING SUCH STATEMENTS. THIS
ADVISORY REPORT SPEAKS ONLY AS OF ITS DATE AND VALHIL ASSUMES NO DUTY TO UPDATE IT OR TO ADVISE ANY PERSON THAT ITS CONCLUSIONS HAVE CHANGED. THIS ADVISORY REPORT
IS SOLELY FOR YOUR INFORMATION PURPOSES. CONSIDER IT ALONG WITH OTHER FACTS, ADVICE OR YOUR OWN INSIGHTS BEFORE MAKING YOUR OWN INDEPENDENT BUSINESS OR
INVESTMENT DECISIONS. NO PERSON SHOULD RELY ON IT FOR ANY PURPOSE. THIS ADVISORY REPORT IS NOT AN OFFER TO SELL OR A SOLICITATION OF AN INDICATION OF INTEREST TO
PURCHASE ANY SECURITY, OPTION, COMMODITY, FUTURE, LOAN, TOKEN OR CURRENCY. THIS ADVISORY REPORT IS NOT A COMMITMENT TO UNDERWRITE ANY SECURITY OR TOKEN, TO LOAN
ANY FUNDS OR TO MAKE ANY INVESTMENT. VALHIL DOES NOT OFFER TAX, LEGAL OR ACCOUNTING ADVICE, AND ALL RELATED DUTIES ARE EXPRESSLY DISCLAIMED.



MANAGING THE TRANSIT ION TO THE 
ASSET-BACKED DIGITAL ECONOMY

By us ing the value of such assets to col lateral ize newly- issued currencies  
(cal led "Asset Backed Currencies")  for  the benef i t  of  the col lect ive
sovereign of the people of such Emerging Nat ions,  the result  wi l l  be a
dramatic and posit ive improvement in the real ized wealth of  the people.

As the legacy global  banking system fai ls ,  there is  a need to ass ist  and
advise the poor ,  yet  resource r ich,  emerging nat ions in the t ransi t ion to the
new digital  economy.

This  process begins with valu ing the vast  natural  resources and precious
minerals  (gold,  diamonds,  cobalt ,  o i l ,  gas,  cocoa,  etc.)  avai lable in the
emerging nat ions.  
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Two transformative circumstances have recently became available.

I .  The ODL/Liquidity  Hub products offered by Ripple Labs,  Inc.  This
platform provides “on-demand l iquidity”  to otherwise i l l iquid currency
and digital  asset markets/pairs  us ing the digital  v i r tual  currency known
as XRP.

I I .  The occurrence of geopol i t ical  events result ing in the BRICS nat ions
which col lect ively  represent over one quarter  of  the wor ld ’s  land and
40% of the global  populat ion.  

Other nat ions are also “opt ing out”  of  us ing the US dol lar  for  cross
border commodit ies t ransact ions,  desi r ing instead to implement an Asset
Backed Currency system (e.g.  Russ ia) .  This  group is   referred to as
“Accelerated Digital  Adopting Nat ions.”

I t  i s  expected that these Asset Backed Currencies wi l l  become digital
(hence the name “Asset Backed Digital  Currencies”  or  “ABDCs”)  and
adopted as the desi red payments systems for  engaging in cross
border commodit ies t ransact ions.  

This  is  in i t ia l ly  expected among the commodity producing areas with in
the BRICS nat ions and expanding into South America,  the Middle East
and Europe.
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Emerging Nat ions wi l l  need ass istance in the
transi t ion to the new digital  economy. A
successful  launch requires a unique team that is
capable of providing a high level  of  such
transi t ion advisory serv ices.  

Advisors  in  th is  process should have knowledge,
exper ience,  leadership and achievements in the
emerging digital  asset sector ,  and partnership
exper ience with global  commodit ies t rading
enterpr ises ,  such as  Navexwan
(www.navexwan.com).

Through their  extensive network in the digital
asset sector ,  advisors  wi l l  bui ld re lat ionships
with leading digital  asset businesses to provide
the technological  expert ise to create,
col lateral ize and issue ABDCs on behalf  of
Emerging Nat ions.  

Advisors  wi l l  engage the resource reserve
engineers to provide l icensed and cert i f ied
reserve reports  of  the resource commodity
assets in  place (the “Asset Reserves”) .

They wi l l  a lso use the determined present value
of such Asset Reserves to col lateral ize the
designated dist r ibuted ledger network on which
the ABDCs are t ransmitted.  

F inal ly ,  Emerging Nat ions must be provided
access to the phys ical  commodit ies t rading
network and relat ionships with commodit ies
producers and suppl iers  work ing with in the
Accelerated Digital  Adopting Nat ions to obtain
base commodit ies resources (food and energy) .  

This  wi l l  ensure that the people remain outs ide
the gr ip of the legacy banking system.
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In  connect ion with the t ransi t ion,  Emerging Nat ions may conduct
s ignif icant “ai rdrop blasts”  of  universal  basic income to the people
(part icular ly  to the elder ly)  in  the form of the newly issued ABDC. 

These funds may be paid as a royalty  to the people der ived from the
development of appropr iate commodit ies t rading infrastructure ( i .e. ,
sh ipping ports ,  roads,  and communicat ions)  and commodit ies t rading
market act iv i t ies.  

These royalty  payments may cont inue fol lowing the t ransi t ion per iod as
the Asset Reserves are produced and/or consumed – to the extent not
renewable (e.g. ,  agr icultural  commodit ies)  –  in  global  t rade.  

Such royalty  payments may be cal ibrated and programmed into the
distr ibuted ledger network of  the appl icable ABDC, whereby the
payments are automatical ly  dist r ibuted direct ly  to the people without the
need of a central ized counterparty.  

This  is  in  contrast  to the current legacy banking system, which is  h ighly
central ized.
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The global  economy is  exper iencing a network effect with respect to
the adoption of digital  assets and v i r tual  currencies ,  including central
bank digital  currencies (“CBDCs”) ,  ABDCs and publ ic cryptocurrencies –
l ike Bitcoin.

Digital  Asset Currencies must be interoperable for  there to be
suff ic ient l iquidity  to ensure i ts  success.  

Each Digital  Asset Currency exists  upon i ts  own specif ic network and
operates pursuant to i ts  own specif ic protocol ,  such as proof-of work
(“PoW”) ,  proof-of-stake (“PoS”)  and consensus protocols .  

Because of the network-specif ic attr ibutes of  each Digital  Asset
Currency,  most are incapable of communicat ing value from i ts  nat ive
network to another network protocol  that uses a different currency as
i ts  nat ive value-transmitt ing asset.  

The ci rcumstance is  no different than a nat ive Engl ish-speaking person
attempting to engage in conversat ion with a nat ive Russ ian-speaking
person (absent one having knowledge of the others ’  language) ,  thei r
language protocols  are s imply not compatible or  “ interoperable,”  as
commonly referred with in the digital  asset sector .

XRP is  the nat ive value t ransmitt ing asset on the decentral ized
distr ibuted ledger protocol  known as the XRP Ledger or  “XRPL.”  The
XRPL is  interoperable with var ious network protocols  that support  other
Digital  Asset Currencies and digital  assets ( l ike tokenized secur i t ies
and bonds)  which means the value being transmitted by XRP may be
transferred to another network protocol .  

The interoperable nature of XRP s ignif icant ly  enhances the avai lable
l iquidity  in  the broader currency and asset markets because a user may
transform anything of value into anything else of value –  so long as i t ’ s
digital .
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Moreover ,  R ipple announced i ts  “L iquidity  Hub” product wi l l  be avai lable for
enterpr ise use which means that enterpr ises can easi ly  and eff ic ient ly  source
other digital  assets f rom the broader digital  asset marketplace.  

As a digital  asset l iquidity  platform bui l t  for  enterpr ises ,  L iquidity  Hub wi l l
unleash the potent ia l  to access deep l iquidity  with in markets ,  accelerat ing
the shift  to Digital  Asset Currencies.  

L iquidity  Hub leverages smart  order rout ing to source digital  assets at
opt imized pr ices f rom market makers ,  exchanges,  and over-the-counter
(“OTC”) desks.  

Enterpr ises wi l l  use L iquidity  Hub to easi ly  and seamless ly  provide their  end
customers with the abi l i ty  to buy,  sel l  and hold digital  assets at  the best
poss ible pr ices across a range of venues.  

L iquidity  Hub solves specif ic pain points  of  enterpr ise customers ,  avoiding
long and resource-heavy integrat ions through a streaml ined appl icat ion
programming interface (“API”) ,  and el iminat ing pre-funding requirements
that wi l l  f ree up work ing capital .  

L iquidity  Hub wi l l  in i t ia l ly  support  B i tcoin (BTC),  Ethereum (ETH) ,  L i tecoin
(LTC),  Ethereum Class ic (ETC),  B i tcoin Cash (BCH) and XRP (avai labi l i ty  wi l l
vary by geography)  with plans to add addit ional  digital  assets over t ime.
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Many Emerging Nat ions are current ly  engaged with th i rd party serv ice
providers ,  f intech companies and mobi le money operators to establ ish a
“Nat ional  Switch” with in their  nat ions.  

Once the Emerging Nat ions establ ish a “Nat ional  Switch,”  thei r  central
banks ,  commercial  banks ,  and commodit ies t rading companies obtain access
to the extensive l iquidity  resources that are being made avai lable in the new
digital  economy. 

The “Nat ional  Switch” enables interoperabi l i ty  of  ABDCs (and other Digital
Asset Currencies)  with the legacy banking system, faci l i tates broader and
more eff ic ient access to f inancial  serv ices across the country/region,
accelerates the growth of digital  f inancial  serv ices and reduces the use of
cash.  

The “Nat ional  Switch” also provides interoperabi l i ty  to exist ing f inancial
serv ice providers ’  switches and al lows for  future scalabi l i ty  to accommodate
addit ional  payment serv ices such as card product ion,  ATM and POS
management,  connect iv i ty  to regional  and internat ional  gateways.

The process to col lateral ize a newly issued ABDC is  s imi lar  to the asset
secur i t izat ion process.  The pr imary difference involves the use of the
blockchain and dist r ibuted ledger technology in l ieu of t radit ional  debt
secur i t ies.  

An effort  must  be undertaken to ident i fy  the Emerging Nat ion’s  Asset
Reserves and determine the present value of such Asset Reserves in place.  

The nat ion may need to enter  into partnerships to construct and operate the
infrastructure to develop and produce such Asset Reserves and develop an
auditable,  ser ia l  number ident i f icat ion system to “attach” the phys ical
commodity (once produced) to the ABDC. Al l  of  th is  information is  immutably
stored on the appl icable DLT network. 8

THE NATIONAL SWITCH: TRANSIT ION
TO NEW DIGITAL ECONOMY

COLLATERALIZING ABDCs
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One such process present ly  being pursued is  the Sovereign Gold Bond
(“SGB”)  project being undertaken by the Government of  India and the
Reserve Bank of India (“RBI”) .

SGBs are government secur i t ies denominated in grams of gold and
essent ia l ly  act as a subst i tute for  holding gold di rect ly .  The government wi l l
use i ts  Rupee (or  cash)  to source and purchase gold and secure such gold in
the governmental  vaults .  

The RBI  issues SGBs on behalf  of  the government based upon the gold
col lateral  held in the government ’s  vault .  The SGBs are sold to commercial
banks and investors ,  and in the process ,  such SGBs are “minted” or
“digit ized” into digital  assets –  and may be further used to col lateral ize
India’s  new CBDC. 

The SGBs wi l l  ex ist  and be transferred on the Stel lar  b lockchain,  and the
CBDC wi l l  become interoperable with other Digital  Asset Currencies through
the XRPL us ing XRP.  

To further support  such “col lateral izat ion process ,”  the BRICS nat ions have
establ ished the New Development Bank and brought together several
mater ia l  commodit ies projects ( including gold mining projects)  being
undertaken by var ious part ies with in their  jur isdict ions.
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Notably ,  the K luchevskoye Gold Mining Project (“KGM Project”) ,  located in
Chita Region of Russ ia,  is  projected to y ie ld 6.5 –  8 tons of gold annual ly ,
and return net prof i ts  of  approximately  US$2 bi l l ion per year.

The KGM Project is  being undertaken by a jo int  venture where India
( indirect ly  through Sun Gold)  holds a 30.0% interest  in  the jo int  venture and
China ( indirect ly  through China Gold)  holds a 70.0% interest  in  the jo int
venture.  

Addit ional  capital  resources are being provided to the KGM Project f rom
investment funds and cooperat ives located in Brazi l  and South Afr ica.
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7 Mint Digital Asset
Generate digital assets on the
blockchain that correspond 1:1
with physical assets

CONNECTING PHYSICAL ASSETS TO D IGITAL  CURRENCIES  

P R O C E S S
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Asset Creation
Physical asset is mined,
drilled or otherwise
made available

2

Asset Refinement
Process asset to remove any impurities or
ancillary non-value components

3

Value Determination
Calculate the forecasted value of
the asset using net present value
methodology

4

Generate Report
Reserve report (similar to audit)
verifies accuracy and authenticity
of the asset and corresponding
value

6

Property Rights
Determine which property
rights are included in the
digital asset

5

Add Serial Numbers
Unique sequential serial numbers
added to each asset in preparation
for 1:1 relationship with digital asset

9 Paper Currency
If desired, sovereign nations can also issue a paper currency

that corresponds 1:1:1 with the digital currency and the physical
assets backing the currency

8 Verification
Implement process to verify
that physical asset serial
numbers exist ongoing

10 Currency Management
Using verification tools, remove any currencies
from the circulating supply should the physical
asset be destroyed or otherwise no longer
available

1 1
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CONTACT US

VALH I L  ADVISORS LLC
800 WILCREST ,  SU ITE  206

HOUSTON,  TEXAS 77042 USA
EMAIL :  INFO@VALH I LCAP ITAL .COM



1 .According to “Debt Data Portal , ”  publ ished by Debt Just ice at https://data.debtjust ice.org.uk ,  Emerging
Nations facing debt cr is is  include many (a)  Afr ican nat ions,  including Cameroon,  Ghana,  L iber ia,  Niger ia and
Sierra Leone,  (b)  South American nat ions,  including Argent ina,  Colombia,  Sur iname and Venezuela,  and (c)
Central  American countr ies ,  including Bel ize,  Costa Rica,  E l  Salvador and Panama.

2. Ripple Labs,  Inc.  is  an American technology company which develops the Ripple payment protocol  and
exchange network.  Or iginal ly  named OpenCoin and renamed in 2015,  the company was founded in 2012 and is
headquartered in San Francisco,  Cal i fornia.

3.  The BRICS countr ies ,  namely Brazi l ,  Russ ia,  India,  China,  and South Afr ica,  are considered the f ive foremost
emerging economies in the wor ld.

4.  In  Apr i l  2022, the Russ ian central  bank moved to f ix  the pr ice of 5,000 rubles to a gram of gold.  Fol lowing
the announcement,  Russ ia ’s  f inance minist ry  also announced that i t  would require payment for  oi l ,  natural  gas
and other of  i ts  s ignif icant commodity exports  in  rubles –  now “goldbacked.”  As of the t ime of th is  wr i t ing,  the
Russ ian ruble to US dol lar  pair  increased in value from a low of 120:1  ( immediately  fo l lowing the implementat ion
of SWIFT sanct ions by the Western NATO al l iance countr ies)  to 57: 1 .  Few Western investors  or  execut ives not iced.

5.  See,  e.g. ,  Sr i  Lanka defaults  on foreign debts ,  prepares to implement IMF auster i ty ,
https://www.wsws.org/en/art ic les/2022/05/24/swvq-m24.html

6.  For  example,  the government of  Sierra Leone received f inancing from the Wor ld Bank towards the cost  of
Sierra Leone’s  f inancial  inclus ion
project ,  a port ion of which was appl ied towards the creat ion of Sierra Leone’s  Nat ional  Switch.  See Request for
Bid,  Sierra Leone Nat ional
Switch (Design,  Supply and Instal lat ion)  (Without Prequal i f icat ion)  ( Issued February 7 ,  2020),
https://mof.gov.s l/wpcontent/
uploads/2020/03/Bid-Extension-SPN_RFB-for-Sierra-Leone-National-Switch-Design-supply-and-Instal lat ion.pdf

7.  The re levant Asset Reserves wi l l  vary f rom Emerging Nat ion to Emerging Nat ion.  For  example,  Afr ican
countr ies are resource wealthy in gold,
diamonds and other resource commodit ies that are necessary for  technology –  l ike cobalt ,  whereas Middle
Eastern nat ions are more resource
wealthy in hydrocarbon-based commodit ies.

8.  See,  e.g. ,  New Development Bank and State Bank of India Sign Memorandum of Understanding to Establ ish
Partnership,
https://www.ndb. int/press_release/new-development-bank-state-bank-india-s ign-memorandum-understanding-
establ ish-partnership

9.  See Indian-dr iven gold mining project in Russ ia praised at BRICS Summit  (Ju ly  27,  2018) ,
https://t imesof india. indiat imes.com/business/internat ional-business/indian-dr iven-gold-mining-project- in-
russ ia-praised-at-br icssummit/art ic leshow/65157455.cms

10.  See id.
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