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Abstract 
As a representative of emerging technologies, blockchain technology has the 
characteristics of distribution and decentralization, which has attracted widespread 
attention from worldwide financial market participants, and is expected to have a 
transformative impact on the financial market infrastructure. Although there is a broad 
space for development, blockchain technology still faces multiple challenges such as 
information security, laws and regulations, and technological development in the actual 
implementation process. The paper start from the situation of blockchain technology, 
then propose existing problems of blockchain technology in the finance, and puts 
forward rationalization suggestions. 
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1. Introduction 

Thousands of clay tablets were left in ancient Mesopotamia 3,000 years ago , most of which can 
be classified as ledgers, including records of taxes, payments, private property, workers' 
salaries, and more. The advent of the ledger led to the prosperity of civilization, followed by the 
emergence of double-entry bookkeeping in Europe, which created the conditions for the rise of 
capitalism. In 2009, Bitcoin, which is based on blockchain technology, was born. It uses the 
security and stability of mathematical algorithms such as encryption algorithms and hash 
algorithms to maintain the trusted ledger through the consensus mechanism of proof of work 
( pow ). In 2015, American scholar Swan proposed the concept of blockchain finance for the 
first time, thinking that any asset can be registered, stored and traded on the blockchain (Qiao 
& Xie 2017). 

2. Analysis of the Situation of Blockchain Finance 

2.1. The Connotation of Blockchain Finance 
Blockchain finance is a new financial format formed by the integration of blockchain technology 
and traditional finance. Blockchain finance belongs to the concept of self-finance. Its essence is 
the application of blockchain technology in the financial, and it is a deepening reform of the 
Internet financial(Xu, 2018). 
The earliest manifestation of blockchain finance is Bitcoin created by Satoshi Nakamoto. 
Blockchain is essentially a distributed database. First of all, the blockchain has the 
characteristics of decentralization. Data is transmitted in the form of point-to-point. Each node 
in the blockchain network can manage and record data, and each node can be the center. In 
financial transactions, while reducing the dependence of participants on the central 
management system, the transaction efficiency will be greatly improved. Secondly, the 
consensus mechanism provided by the blockchain makes the transaction do not need a third-
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party guarantee agency, and reduces the cost of commercial credit based on algorithmic trust. 
Finally, based on the timestamp and cryptographic principles contained in the blockchain , the 
time of each transaction has a complete record, the information of both parties to the 
transaction is encrypted by cryptographic technology, and each bill can be checked by the key.  

2.2. Situation of Blockchain Finance Development 
The accelerated development of blockchain finance is continuously realizing financial 
disintermediation and providing the market with a richer financial transaction model. The 
development of blockchain finance in China in recent years is mainly reflected in actively 
exploring the application scenarios of blockchain technology in the financial, and traditional 
financial institutions such as banks and insurance companies actively cooperate with 
blockchain startups to promote financial technology innovation. 
Blockchain finance realizes the digitization of all assets, exchanges value directly on the 
Internet, and promotes the Internet of Information to the Internet of Value. At present, China's 
blockchain market is still in the early stage of development, the market scale is small, most of 
the blockchain cases are still in the trial stage, more application scenarios have yet to be 
explored, and economies of scale and networks have not been formed. Problems such as 
inefficient transactions and single business models are common, and the financial structure and 
enterprises' understanding of blockchain still need to be improved (Liu & Qin, 2020). 

2.3. Problems Existing in Blockchain Finance 
2.3.1. The Bottleneck of Technological Development 
There are still bottlenecks in the development of blockchain technology. The first is that the 
blockchain technology needs to achieve sufficient processing and storage scale to meet the 
large-scale transaction needs in the financial market. The delay and the limit on the number of 
processing transactions led by the blockchain consensus algorithm and encryption verification 
will affect the operating efficiency of the system. Secondly, multiple blockchain technology 
solutions are running in parallel, which brings problems in interoperability and technical 
standardization. Now, the industry lacks sufficient information to establish appropriate 
standards. 
2.3.2. Service Management is Difficult to Update 
First, with the development of blockchain technology, groups with technical skills will form new 
technical elites and occupy privileged positions, so the technology may not necessarily 
decentralize the social structure as the advocates. At the same time, due to the characteristics 
of the distributed network structure of the blockchain, it is not only difficult to build the 
network, but also due to the characteristics of decentralization, that is, there is no central 
controller, the troubleshooting of business failures will also increase the difficulty of 
management. Secondly, when the distributed network structure of blockchain technology is 
combined with financial applications, more network technicians and managers are needed for 
the daily management, maintenance and supervision of distributed nodes. Finally, blockchain 
financial innovation is usually accompanied by high research and development costs. If the 
financial products launched after the financing activities of enterprises fail to achieve good 
market returns, they will face the risk of not being able to compensate for the development 
costs and failure of business management. 
2.3.3. Weak Information Security 
Blockchain technology is prone to the risk of national economic information leakage, industry 
misinformation spreading wildly, and personal information leakage. First of all, the 
decentralized characteristics of blockchain finance may bring risks of uncontrollable 
information to the Chinese economy. For example, in the public blockchain, the economic 
information that is kept secret by the state is very likely to endanger the national information 
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security due to the point-like transmission of the blockchain and the inability to collectively 
revoke it. Similarly, in the consortium blockchain or private blockchain, some wrong financial 
information or small financial events may also become popular events, affecting the orderly 
operation of the market economy and being uncontrollable. Secondly, the traditional personal 
information protection system structure has lagged behind the development requirements of 
the big data era, which can not provide effective protection for user privacy, but also seriously 
hamper the release of data dividends in the information economy era. In the information 
technology environment, the ability of ordinary people to identify cyber risks and cyber scams 
is low, and the protection of personal information is threatened when institutional protection 
fails and the ability to identify personal risks is low. 

3. Development Prospects of Blockchain Finance 

Blockchain finance is an important driving force for China's economic development, and it is 
also the core model of China's new economic development. First of all, blockchain technology 
has strong technical innovation. Secondly, the digital technology advantages of blockchain 
finance are continuously improving the competitiveness of Internet companies, e-commerce 
companies and virtual reality companies. Finally, blockchain finance can realize intelligence of 
the production and sales of commodities, and reduce operation costs of enterprises while 
improving productivity. 

3.1. Promoting Technological Innovation 
As the core of blockchain finance, blockchain technology is stepping up research all over the 
world. Although blockchain technology is not yet fully mature, the patent battle for blockchain 
technology has begun. In April 2016, the Intellectual Property Center of the China Academy of 
Information and Communications Technology released the "Blockchain Industry and Patent 
Analysis Report". The report shows that only one institution, Bank of America, has applied for 
40 blockchain-related patents. Goldman Sachs Group, Citigroup, etc. Submitted applications for 
patents related to blockchain technology, and many large banks are trying to seize development 
opportunities by continuously accumulating patents. Finally, blockchain technology through 
spontaneous innovation, increasing investment in research and development, and improving 
the intellectual property system have played a role in promoting china technological 
development. 

3.2. Promote the Upgrading of Traditional Financial Industry 
Funds retained by financial institutions cannot be converted into productive funds, and the 
efficiency of credit asset utilization is still at a relatively low level. The development of 
blockchain finance is conducive to promoting the efficiency of the allocation of resources in the 
financial system, optimizing the financial structure. From the perspective of enterprises, the 
use of blockchain finance can break the bottleneck of financing difficulties for small, medium 
and micro enterprises through more convenient direct financing, and can also reduce corporate 
financing costs and capital risks. With the promotion and popularization of digital currency, 
people only trade numbers, as long as there is a safe and reliable accounting mechanism, and 
blockchain technology just provides a theoretically completely safe and reliable accounting 
technology. 

3.3. To Promote Enterprises to Reduce Costs and Increase Efficiency 
With data, technology and algorithms as the core driving force, FinTech is changing the 
ecological landscape of the financial industry. Both structured data and unstructured data can 
be recorded on the block, and the unstructured data can be processed, quantified and evaluated 
by big data algorithm programs and distributed computing methods, so as to maximize the use 
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of all existing information and reduce information costs, improve risk management efficiency 
and expand financial transaction boundaries. Blockchain finance can enable many small and 
medium-sized enterprises in traditional finance to form new financial application scenarios 
with technical support, and can change the disadvantages of unbalanced resource allocation in 
the traditional financial system. The development of blockchain finance will bring technological 
advantages and opportunities for financial innovation to many small, medium and micro 
enterprises, and improve their own economic efficiency. 
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