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& Dearreader

Welcome to this, the inaugural edition of the Projective Group Institute’'s new Journal of

Financial Services!

We're very excited to be launching our Journal at a time of immense challenge and change for
the financial services industry, and we've drawn upon the deep subject matter expertise of the
many renowned contributors to this edition of the Journal to bring you what we hope you'll find

to be a highly stimulating series of articles.

We'll be publishing editions of the Journal on a regular basis, and each time we will be focusing
on those topics our Advisory Board members, who are leading academics and executives, are
telling us are of key strategic importance to them. And it's for that reason that we've chosen to

focus this edition on the world of Payments.

Payments has gone from being an often-overlooked, quite slow-changing, typically back-
office, function to becoming one of the most transformed - and transformative — functions

in the financial services industry. And all of that has happened within the space of only a few
years. Digitization, cloud native technology, financial crime and fraud, artificial intelligence, and
many other recent developments, combined with ever-greater regulatory scrutiny and ever-
increasing client expectations, have created the perfect storm for legacy Payments providers

and have opened this area up to newer and more agile competitors.

We focus on the drivers of that transformation, the implications of those drivers for the various
players in the Payments value-chain, and the key decision points firms will therefore soon face if

they intend to remain leaders in this field.

I'm conscious that in creating the articles in this Journal, many individuals have spent many

hours researching and writing, and I'm very grateful for their time and expertise!

| look forward to getting your feedback on our new Journal of Financial Services, and to
speaking with you again soon.

E’*ﬁ“ e
L —
e — R
\ _._._"'_,_.—
_n——'_'_'_'_'_._

Stefan Dierckx, Founder & CEQ, Projective Group
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Future of Payments

Issuing and INvesting

N tokenized financial
assets \what to look out for
and why

Phoebus L. Athanassiou,

Senior Lead Legal Counsel, European
Central Bank, and Associate Professor,
GCoethe Universitat, Frankfurt am Main

ABSTRACT

The asset tokenization phenomenon - broadly defined as the conversion into digital and marketable

tokens of certain rights, and their holding and trading through distributed (shared) ledgers - is taking
capital markets by storm, promising to leave a lasting imprint on the issuance and trading of financial
assets. This paper seeks to (i) explain, in lay terms, what asset tokenization is about and where its true
novelty resides, (ii) provide a high-level account of how asset tokenization and its outcomes are regulated
in the E.U,, the U.S,, and the U.K,, and (iii) draw attention to the importance of the private law treatment
of tokenized assets in circumscribing the rights that prospective investors can expect to acquire in them,
if they should decide to add them to their portfolio, and the obligations that their issuers can expect to
incur vis-a-vis their holders, if they should decide to issue those assets. As will be explained in this article,
depending on whether certain tokenized assets (also) qualify as regulated financial instruments under
the law of the jurisdiction of their issuance, asset tokenization may leave unaffected their fundamental
legal nature as objects of regulation, and the obligations of their issuers. For tokenized assets that do
not qualify as regulated financial instruments, the nature of the aforementioned rights and obligations
is difficult to determine, absent dedicated legislation, inevitably impacting on the decision to issue or to
invest in them, as the case may be.

1. The views expressed here are purely personal. This paper builds on some of the author's observations in “Asset tokenisation, asset tokens and
their E.U. regulation, present and future,” (forthcoming in Journal of International Banking Law and Regulation).
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. Introduction 2. \Whatarethe

The financial press is, as of late, rife with discussions prom |SeS a ﬂd r|5 I,<S Of

on asset tokenization, the last in a chain of inno-

vations to have swept through capital markets in aSSGt to kem|zat|0ﬂ7

recent years. The asset tokenization phenomenon

encompasses, on the one hand, the transforma-
tion into “tokens™ (i.e, digital representations) of
pre-existing assets, and their hosting on distrib-
uted ledger technology (DLT)® platforms, where
tokenized assets are held and traded, and, on the
other hand, the creation (i.e, the issuance), directly
on innovative technology platforms, of (financial)*
assets in digital form, followed by their trading
through those platforms. It follows that, unlike asset
tokenization, which merely adds a technological
spin to a traditional (financial) asset, by putting its
record of ownership on a distributed ledger, the cre-
ation of so-called “endogenous” (i.e, native) tokens
that double as (financial) assets will bring into exist-
ence entirely new objects of law.> What one needs
to appreciate from the outset is that the transfor-
mation of real-world assets, including valuable
commodities, into digital and marketable tokens is
nothing new, and that the true novelty of tokenized
assets, in either of the above two forms, is in their

Asset tokens (and the process of their creation)
hold considerable potential, largely sourced in their
underlying DLTs and their various attributes. In par-
ticular, asset tokens promise issuers and investors
alike greater cost-efficiency (not because DLT net-
work costs are negligible but because of the lower
intermediation costs associated with the issuance,
management, and trading of assets through dis-
tributed ledgers),” lower barriers to investor access
(thanks to the global scope of shared ledgers, and
their investment opportunities-related “democra-
tizing” effects), programmability (defined as “the
ability to encode specific rules and automated
actionsdirectlyintothe digital tokensthemselves”) ®
and round-the-clock trading, also outside the busi-
ness hours of conventional regulated markets and
trading venues. Other tokenization-specific bene-
fits for prospective investors include infinite divis-
ibility, fractional ownership? portfolio diversifica-
tion, and the easier use of tokenized financial assets

issuers’ use of DLTs and DLT platforms, either to as collateral
create them or to also host them, for trading pur- It remains the case that, at the time of writing, DLTs
poses. As digital tokens come in many different had yet to be tested in a mainstream financial mar-
shapes and forms, serving different legal and eco- kets context, with various questions outstanding
nomic purposes’® and as the author is a financial regarding their operational risk management, gov-
lawyer, the emphasis of this work is on tokens that ernance, and scalability: given the intimate link
qualify as digital financial assets (i.e, are intangible between tokenized assets and their underlying
financial assets) and that have the economic char- DLTs, to invest in the former is, inevitably, to take
acteristics of “securities’, ie., equities, bonds, and certain risks on the latter, the extent of which is
other types of marketable securities that derive difficult to assess but will, in any event, depend on
their value either from an ownership right or, failing their design and core characteristics (e.g., whether
that, from a mere contractual claim. Settlement these are permissioned or permissionless).® Head-
assets (defined as those that are intended as means line risks include operational and security vulnera-
of payment) are beyond the scope of this paper. bilities (e.g., in the face of hacking, software defects,
2. Inas much as it conjures up the idea of a bearer instrument, the term “token” is something of a misnomer, as “tokens” are invariably digital
and account-held, not corporeal assets, amenable to physical control.
3. Distributed ledger technologies are technical arrangements that facilitate the storage, across a network of computers (nodes), of a digital

record of transactions and balances, making up a shared, immutable database that can serve as a single, shared “source of truth” regarding
those transactions and balances. They encompass, amongst others, blockchain technology, which denotes a data validation structure where
batches of validated transactions (or updates) are arranged in blocks, linked sequentially to one another, through cryptographic tools, to
preserve the full history of transactions over the data or assets recorded in a shared ledger.

4. Asset tokenization can also be of non-financial nature (as in the case of off-plan real estate or digital products/tools for gamers).

. References, in this paper, to “tokenized assets” are to both of these types of financial assets.

6. There are security tokens (representing fractional ownership in assets, much like transferable securities), utility tokens (serving multiple

functions but not normally considered as securities), payment tokens (such as e-money tokens and stablecoins, serving as means of
exchange), and hybrid tokens (possessed of the features of more than one category of assets).

Asset tokenization enables direct, peer-to-peer trading of tokens as representations of assets whose trading currently requires middlemen.

8. See World Economic Forum, 2024, “Code as law: tokenization of assets and the paradox of programmability,” October 28, https:/tinyurl.

com/2zthm9zu.

. The reference is to the re-packaging into smaller, digital parcels of higher value assets, such as shares in venture capital funds or artworks,

previously inaccessible to anyone other than institutional or private investors.

. Permissionless blockchains are decentralized networks where no restrictions apply on participation in the consensus process used for the

validation of transactions and data, whilst permissioned blockchains are closed networks, where only previously designated parties may
participate in the consensus and data validation process.
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and weaknesses in user interfaces), legal and com-
pliance risks (such as those arising fromm money
laundering and terrorist financing), and, last but
not least, settlement finality risks."

Setting aside the operational parameters of asset
tokenization, and the risks that this may come with,
| explore, in the remainder of this paper, the ques-
tions of (i) the fundamental legal nature of securi-
ties-like tokenized financial assets, and (ii) their reg-
ulation, in select jurisdictions.

3. Tokenized assets:
legal nature and
regulation

One of the difficulties that prospective investors in,
or issuers of, tokenized assets may face in deciding
whether to invest in, or to issue them, respectively,
is the lack, in most jurisdictions, of dedicated reg-
ulation governing asset tokenization, and the diffi-
culty of applying to them, and to their underlying
technologies, extant financial services regulation,
which was not designed with DLTs and tokenized
assets in mind. This is despite the fact that, over
the last few years, several legislative attempts have
been made to regulate certain aspects of the issu-
ance and marketing of tokenized and native digital
assets.

At the level of the European Union (E.U.), the entry
into force, in December 2024, of the Markets in
Crypto-assets Regulation (MIiCAR)"? signaled the
E.U. legislator's ambition to experiment with the
establishment of a pioneering regime for “cryp-
to-assets” (although the MICAR does not govern

the tokenization process per se, nor does it cover
all types of tokenized assets — see infra). Earlier,
individual Member States, including Germany,*
France,* Italy,*and Luxembourg,® had adopted lim-
ited national frameworks, recognizing to tokenized
assets and to native digital assets a legal status
similar to the one enjoyed by traditional financial
instruments, including securities and bonds issued
and traded on regulated markets, or regulating the
use of DLTs in a financial services context.

In the U.S, the year 2024 signaled a watershed in
domestic digital asset regulation, with the passage
of the Lummis-Gillibrand Act — which establishes a
framework for token classification, subject to the
oversight of the Commodity Futures Trading Com-
mission (CFTC) (save for those digital assets that
are deemed to be securities, which fall within the
purview of the Securities and Exchange Commis-
sion (SEC), and clarifies the SEC's role in regulating
security tokens with clear investment contracts —
and the Digital Commodity Exchange Act, which,
building upon existing legislation (including the
Commodity Exchange Act of 1936),” empowers the
CFTC to regulate digital asset exchanges as “desig-
nated contract markets” and “swap execution facil-
ities". U.S. Legislation adopted in 2022 (in the form
of the Responsible Financial Innovation Act), had
already introduced rules to govern digital assets,
seeking to integrate them into the extant banking
and tax legal frameworks.

In the U.K, the Government published, in April 2025
—only a few months following the entry into force of
the MICAR - draft legislation aiming to establish a
dedicated regulatory framework for crypto-assets,”®
while the U.K's Financial Conduct Authority (FCA)
published discussion and consultation papers

1. The reference is to the risk of a transfer or funds or securities being unwound on account of the insolvency of one of the participants to it or

of the system responsible for the processing of that transfer.

12. Regulation (E.U.) 2023/1M4 of the European Parliament and of the Council of 31 May 2023 on markets in crypto-assets and amending
Regulations (EU) No 1093/2010 and (EU) No 1095/2010 and Directives 2013/36/EU and (EU) 2019/1937 [2023] OJ L 150/40.

13. In Germany, issuers may issue dematerialized bearer securities that are entered into a central electronic securities register maintained by a

crypto securities registrar, solely on a DLT platform.

.In France, issuers may issue security tokens in registered (not bearer) form, provided those tokens are not exchange-listed or traded. France

has also created a sui-generis type of optional regime for the supervision of token-related activities by financial intermediaries, and their
licensing, under the auspices of the French securities supervisor. French law distinguishes between tokens that are securities (hence, subject
to the full force of national securities legislation), and other digital tokens, to which the above-mentioned optional regime applies. Finally, the
French legislator has introduced a specific regime to govern the transfer of ownership and the pledging of crypto-assets.

15. In Italy, national law regulates the legal effects of electronic timestamps and the electronic storage of title documents on DLT platforms.

16. In Luxembourg, the issuance, conversion, or transfer of unlisted “dematerialized bonds" is possible where those bonds are registered on
accounts held on a DLT platform. Moreover, custodians may use secure electronic registration devices, including distributed electronic
registers or databases, in which case the transfers operated through them are equivalent to wire-transfers between securities accounts.

This is the Act that established the CFTC's basic regulatory framework for derivatives markets.
.The reference is to the (draft) Financial Services and Markets Act 2000 (Regulated Activities and Miscellaneous Provisions) Order 2025, which

aims to bring within the regulatory fold issuers of crypto-assets, crypto-exchanges, and relevant stakeholders, including dealers and agents,
by creating new types of “specified investments” in, amongst others, qualifying crypto-assets, such as token on a blockchain representing
an interest or a right in an equity, a bond, or a derivative contract), and “specified activities”, such as issuance and custody of crypto-assets,
the operation of trading platforms, and agency trading and arranging, which can only be engaged in where the relevant party holds an
authorization form the U.K’s Prudential Regulation Authority and/or the FCA, under Section 19 of Financial Services and Markets Act 2000.
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setting out its proposed regulatory approach to
tokenized assets® identifying their three main
types (namely, security tokens, utility tokens, and
e-money tokens), each with different use cases and
legal characteristics.?®

As also explained below, none of the aforemen-
tioned legislative initiatives encompasses rules spe-
cifically covering the tokenization phenomenon
and its outcomes. And yet, although securities-like
tokenized assets (including asset tokens) were not,
at the time of writing, subject to a customized,
comprehensive legal regime in any of the jurisdic-
tions explored in this paper, this is not to say that
tokenized assets in those jurisdictions were unreg-
ulated: as explained below, those that qualify either
as securities or as other types of regulated financial
instruments are to be treated as such, irrespective
of their tokenization. Otherwise put, the tokeniza-
tion of security-like financial assets does not auto-
matically result in their distinct legal treatment as
objects of law, any more than it can carve them out
from the fold of general financial law.

Starting with the E.U., the MiCAR includes no defi-
nition of tokenization (nor of tokenized assets,
as such), despite regulating the various types of
“tokens” that, for the purposes of E.U. law, qualify
as “crypto-assets”. The DLT Pilot Regime Regula-
tion,? which establishes a harmonized “regulatory
sandbox” for the trading and settlement of finan-
cial instruments using DLTs, was the closest that
the E.U. legislator came, at the time of writing, to
regulating certain aspects of the asset tokenization
phenomenon (including the issuance of tokenized

assets/asset tokens but, significantly, not their pri-
vate law attributes): the only reference to asset
tokenization in the harmonized E.U. legal frame-
work was in one recital to that Regulation.?? The
better view is that tokenized assets that qualify,
legally, as “financial instruments” and, more specif-
ically, as transferable securities, will remain subject
to MIFID 11?® — the backbone of the E.U.s financial
markets regulatory framework — regardless of their
tokenized form. Such tokenized assets, their issuers,
and any entity engaging in activities relating to
them would also remain subject to the “full set
of E.U. financial rules"?* To determine whether a
tokenized asset can be a MiFID Il transferable secu-
rity,?* regard should be had to the test in Article 4(1)
(44) of MiFID Il, according to which certain cumula-
tive conditions need to be fulfilled: first, the finan-
cial asset in question (whether or not it is tokenized)
should be negotiable on the capital
second, it should not be an instrument of payment;
and third it should be security, i.e,, a share in a com-
pany, a bond, or another form of securitized debt,
or any other security granting to its holder the right
to acquire or sell any of the above or giving rise
to a cash settlement determined by reference to
transferable securities. It follows that the tokenized

market;

form of a particular asset will, in principle, change
nothing to its legal treatment, as a matter of E.U.
financial law, if the underlying asset (in the case of a
tokenized asset proper) or the asset token itself can
be classified as a MiFID Il “financial instrument”.? It
also follows that, security-like tokenized assets that
fall within the MiCAR's definition of “crypto-assets”,
will remain subject to MiFID Il (as will their issuers),

19. See discussion paper DP25/1 of May 2, 2025 (on the regulation of crypto-asset activities), as well as consultation papers CP25/14 & 15 of May 28,
2025 (on stablecoin issuance and crypto-asset custody and on a proposed prudential regime for crypto-asset firms, respectively).

20. In a nutshell, security tokens represent ownership or investment rights in underlying assets, and are akin to traditional securities, such as
stocks or bonds; utility tokens do not, generally, represent ownership or investment rights, whilst e-money tokens are settlement media, and

are akin to electronic money.
21

Regulation (E.U.) 2022/858 of the European Parliament and of the Council of 30 May 2022 on a pilot regime for market infrastructures based

on distributed ledger technology, and amending Regulations (E.U.) No 600/2014 and (E.U.) No 909/2014 and Directive 2014/65/E.U., OJ L 151,

2.6.2022, p. 1-33.
2

N

. See DLT Pilot Regime Regulation, Recital 3, which defines the “tokenization of financial instruments” as “the digital representation of

financial instruments on distributed ledgers or the issuance of traditional asset classes in tokenized form to enable them to be issued, stored

and transferred on a distributed ledger.”
2

W

. Directive 2014/65/E.U. on markets in financial instruments, amending Directives 2002/92/E.C. and 2011/61/E.U. The MiFID Il defines “financial

instruments” by reference to the list of examples in Article 4(1)(15) thereof. That list includes “transferable securities”, “money-market
instruments”, units in UCITS, and various types of derivative contracts (see MiFID I, Annex | section C. Article 4 of MiFID Il sets out distinct
definitions of, amongst others, transferable securities, money market instruments, structured deposits and exchange-traded funds).

24. See Commission Staff Working Document, Impact Assessment Accompanying the MiCAR Proposal, Brussels, September 24, 2020
SWD(2020) 380 final, p. 6. The reference is to the Prospectus Regulation, the Transparency Directive, the Market Abuse Regulation, the Short
Selling Regulation, the Central Securities Depositories Regulation, and the Settlement Finality Directive.

25. The E.U. law concept of “transferable security” is fairly broad (and it has been approached liberally, also by the Court of Justice — see, by way
of example, the Opinion of Advocate General Richard De La Tour of September 5, 2024 in Case C 627/23, Commune de Schaerbeek and
Commune de Linkebeek v Holding Communal SA, ECLI:EU:C:2024:692, §860, 66 and 70), without regard to whether a security is represented
by a physical certificate or merely registered electronically (in the case of intermediated securities) or, indeed, created on a distributed
ledger: the better view is that, as long as an instrument is negotiable on the capital market, even if not freely negotiable (a term only used in
Article 51 of MiFID I, but not in the actual definition of transferable security), and not a payment instrument, it will qualify as a transferable

security.

26. A different conclusion would raise the obvious risk of a circumvention of mandatory E.U. legal rules, through the medium of asset

tokenization, by all accords an undesirable outcome.
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as long as they are, also, MiFID Il “financial instru-
ments”.

In the U.S, no tokenized securities-specific rules
applied at the time of writing. However, although
DLT-based tokenization may be a novelty, the issu-
ance of instruments representing a security is not.
The extent to which asset tokenization will be sub-
ject to regulation will depend on the nature of the
tokens involved: where those tokens qualify as
securities, within the meaning of the Howey Test,?’
tokenization will trigger the application of federal
securities laws (notably, the Securities Act of 1933
and the Securities Exchange Act of 1934) as well
as of registration requirements, with the involve-
ment of the SEC and, possibly, also the CFTC and
FINnCEN. Otherwise put, a tokenized U.S. law secu-
rity will remain a security, with all the legal impli-
cations derived therefrom (in the sense that the
SEC will require tokenized securities to comply
with existing securities laws, and that exchanges/
brokers dealing in such securities will be expected
to register with the SEC), irrespective of whether
a given instrument is on- or off-chain.?® Even if a
token is not a security, it is always possible that it
can qualify as a “security receipt”, distinct from the
underlying security held by the token distributor;
alternatively, if it does not provide its holder with
legal and beneficial ownership of the underlying
security, a token can be a “security-based swap”,
within the remit of the CFTC. At the time of writing,
the SEC was considering a conditional exemptive
order, to allow firms to use DLTs to issue, trade, and
settle tokenized securities.®

In the UK, asset tokenization is only subject to
the applicable financial services regulation if it
concerns financial assets and/or activities falling
under the purview of the FCA, the leading crypto
markets' regulator in the U.K. Financial assets that
meet the above requirement include transferable
securities and money market instruments. Certain
other types of assets (such as exchange tokens and
other types of tokenized assets) fall outside the reg-
ulatory perimeter, as there is, as of writing, no ded-
icated, domestic regime in place to cover them.
Apart from the draft legislation referred to earlier

in this section, which aims to address some of the
specificities of tokenized assets, a Property (Digital
Assets etc.) Bill had been tabled before Parliament,
to clarify the property law status of certain digital
assets, including crypto-tokens.

4. The case of
unregulated
tokenized assets and
the importance of
private law

For those tokenized assets that cannot be sub-
sumed under the family of regulated financial
instruments (in particular, those to which the “secu-
rities” label cannot be attributed), the questions of
determining their legal nature and the rights and
obligations that these come with can be difficult
ones to answer. Can these be the objects of prop-
erty rights or do they merely represent contractual
claims against their issuer? What formalities would
a valid transfer of title over them require? Can those
tokens be used to transfer property rights (or, alter-
natively, claims) in the real-world assets that those
tokens represent? How does the insolvency of
their issuer or depository affect the rights of their
holders? Can they be used as collateral and how
is that collateral to be created and enforced? And
what limited rights, if any, can the holders of unreg-
ulated tokenized assets create in them? Some
of the above private law questions may also pose
themselves in the case of tokenized assets that do
qualify as regulated financial instruments (and,
more specifically, as securities), since traditional
concepts of property and contract law need not be
easy to apply to all types of tokenized assets; but it is
especially in the context of unregulated tokenized
assets that answering those questions poses the
greatest of challenges, absent, in their case, of any
concrete reference points for the application, by
analogy, to them of those concepts.

27. The reference is to a venerable jurisprudential test, established in the U.S. Supreme Court case of SEC v. W.J. Howey Co. (1946), to determine
whether an investment qualifies as a “security”, for the purposes of U.S. law. This test is based on the fulfilment of four cumulative criteria: (i)
there needs to be an investment of money, (ii) that investment need to be “in a common enterprise’, ¢) there should be “an expectation of
profits”, and d) those profits should be derived from the efforts of others.

28. See https.//tinyurl.com/4ehseckw

29. See Peirce, H., 2025, “A creative and cooperative balancing act,” Speech at the 3lst International Institute for Securities Market Growth and

Development, Washington D. C,, May 8.
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As a general proposition, one of the obvious per-
quisites for investments in novel asset classes
is a basic understanding of the rights or claims
accruing to their holder. In the case of tokenized
assets (especially, those that do not readily fit into
any of the existing types of financial assets), the
property law effects of an entry in a registry oper-
ated by a market intermediary, such as a CSD, and
the legal preconditions for the contractual creation
and enforcement of a security interest over them
are matters that will need to be explored and clar-
ified before these assets can be issued, in signifi-
cant amounts, and relied upon by investors, either
domestically or, a fortiori, across borders in their
dealings. For new categories of financial assets,
such as tokenized assets, legal uncertainty on the
above fronts is likely to obstruct their take up, con-
demning them to only unfold a fraction of their
true potential on account of the legal ambiguity
surrounding the status of their ownership and the
modalities of their deployment, e.g,, as collateral.
The regulatory status quo seems, to this author,
unsatisfactory, and could, considering the prom-
ises of tokenized assets, warrant action in the direc-
tion of the more comprehensive regulation of the
substantive private law applicable to them. Less
ambitious regulatory solutions or reliance on legal
interpretation and the mutatis mutandis applica-
tion to them of conventional financial and private
law regulatory concepts are unlikely to represent
viable long-term solutions, apt to meet the chal-
lenges that tokenized assets pose, and do not look
set to greatly help their issuers and investors reap
the full benefits that these may come with, as per
the account earlier in this paper.

5. Concluding remarks

As explained in this paper, the tokenization of
financial assets with security-like characteristics
in the jurisdictions explored in it does not auto-
matically mean a change in their legal treatment,
merely because it would entail their representation
on a distributed ledger, as tokenized assets, or their
issuance, storage, or trading in tokenized form, as
asset tokens, any more than it can exempt them
from the application of regular financial services
law. Reassuring as that may sound, it is not clear
that the status quo is ideal, as it creates scope for
some tokenized assets to remain in the shadows of
financial regulation. Although the tokenization of
security-like financial assets need not affect their
regulatory treatment, whether by exempting them
(and their issuers) from compliance with securities

63

laws or by making them exclusively subject to such
dedicated legal frameworks as may exist in certain
jurisdictions (to the extent, that is, that those exist
in the first place), question marks subsist regarding
their private law treatment, as objects of the law of
property and contract, in particular. These will only
be definitively set aside once dedicated legislation
is adopted to regulate their private law status. Until
then, both prospective issuers and investors may
have difficulty to decide whether to create or invest
in them, respectively, not on account of their lack
of interest in them but due to the legal uncertainty
that accompanies them, as a new and ill-defined
legal phenomenon.

The likelihood of the introduction, in the short to
medium term, of such dedicated legislation will
largely depend on the success (or otherwise) of
pilot projects around the world, and on how broad
the range of use cases will become, overtime. What
will strengthen the case for dedicated legislation
is a scenario where asset tokenization gradually
finds its way in mainstream finance, in particular
through the issuance of tokenized securities (both
equities and bonds) but, also, commmodities. The
launch, in 2021, by the Swiss Stock Exchange, of the
SDX platform for digital assets was an early indica-
tion of the potential of the tokenization phenom-
enon to, eventually, spread to the world of equities
and bonds, hence, beyond the universe of initial
coin offerings and payment tokens. The recent leg-
islative initiatives in some of the jurisdictions cov-
ered in this paper suggest that the likelihood of
regulatory intervention to facilitate the issuance of
tokenized assets is far from negligible, although it
is premature to make any predictions regarding
their efficiency in promoting the asset tokeniza-
tion phenomenon. In those jurisdictions where the
legal and regulatory frameworks currently in place
impose upon market intermediaries (such as the
CSD operators of securities settlement systems)
the responsibility for issuing certain types of securi-
ties, legislative action will be indispensable to cater
for the use of DLTs as the necessary foundation of
any asset tokenization process.

Legislative action aside, what will, ultimately, shape
the fortunes of the asset tokenization phenomenon
is the extent to which tokenized asset platforms will
be allowed access to the central bank-operated
payment infrastructures (including the large value
payment system), by being granted the right to
hold settlement accounts with the relevant central
bank: the DvP settlement in central bank money
of tokenized assets held on a DLT platform would
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greatly boost the efficiency of those platforms
and decrease the costs and risks of their holders,
reinforcing, in the process, their fortunes and the
popularity of tokenized assets amongst investors
and issuers alike. The alternative is settlement in
some form of commmercial bank money, including
through recourse to privately-issued stable-coins,
the latest (and the most potent) in a series of chal-
lengers to the supremacy of central bank money as
the settlement asset of choice for wholesale finan-
cial transactions. Asset tokenization could, there-
fore, contribute to shaping not only capital markets
but, also, the world of money, one of the most hotly
disputed battlefields of our times.
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