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Abstract 
Tokenisation does not create a parallel financial system; it restructures the existing 
one. This restructuring extends beyond technology into the legal, governance, 
and standards frameworks that underpin financial market infrastructure. 
 
Over the past twelve months, institutional adoption has accelerated significantly. 
The European Parliament signalled support for a digital euro as a public, central 
bank-backed form of digital cash¹. Major exchanges in the United States have 
moved from experimentation to regulated integration of tokenised securities. 
Central banks and multilateral institutions have clarified the conditions under 
which tokenised markets can operate at scale. These developments indicate a 
growing convergence between market infrastructure, regulatory frameworks, and 
international standardisation efforts. 

This paper argues that tokenisation is not the creation of a new asset class. It is 
the migration of existing financial market infrastructure into programmable, 
interoperable, and integrated environments. The critical distinction is therefore 
not between traditional and digital assets, but between representation and 
execution. Tokenisation enables the digital recording of rights. Execution, through 
settlement design, custody frameworks, legal enforceability, and regulatory 
oversight, supported by standards-aligned governance frameworks, determines 
whether those rights function within regulated markets. 

The developments of 2026 demonstrate that this transition is no longer 
theoretical. It is operational.  

1. Introduction 
Tokenisation is commonly defined as the digital representation of assets on 
distributed ledger systems. While technically accurate, this definition captures 
only part of the transformation now underway in global financial markets. 

The more significant shift concerns infrastructure. 

Financial markets operate through a layered architecture composed of trading 
venues, clearing systems, custody networks, payment infrastructure, and 
regulatory frameworks². These layers are further coordinated through standards 
that enable interoperability, consistency, and cross-border operability. 
Tokenisation interacts with each of these layers. It does not replace them. It alters 
how they function, and in doing so, it forces every participant in those systems to 
reconsider how ownership is recorded, how settlement is achieved, and how legal 
enforceability is maintained in a distributed environment.  

This distinction is increasingly recognised by policymakers, central banks, and 
regulators. The debate is no longer centred on whether assets can be tokenised, 
but on how tokenised assets will operate within regulated markets. Regulatory 
 



Knowledge BYTES by INATBA                                                                                                                                   4 
 

Issue No. 5 | March 2026 

authorities have clarified that tokenised securities remain securities under 
existing law³. As a result, the challenge is not technical feasibility, but the 
integration of tokenised representations into existing legal, governance, and 
market structures. 

This paper therefore treats tokenisation not as a technological novelty, but as a 
structural question about the future design of regulated financial systems where 
legal frameworks, governance structures, and international standards must 
converge to enable institutional-scale operation. 

2. Market Context 

Institutional Acceleration in 2026 
The developments observed in 2026 indicate that tokenisation has entered a new 
phase of institutional adoption. 

In the United States, Nasdaq received SEC approval in March 2026 to enable 
tokenised securities to be traded within its exchange infrastructure on a pilot 
basis⁴. This marks a transition from proof-of-concept experimentation to 
integration within regulated market environments. 

At the same time, the New York Stock Exchange has announced initiatives to 
support the development of tokenised securities markets, including the 
introduction of digital transfer agent capabilities to enable the issuance of 
blockchain-native securities for corporate and exchange traded fund issuers⁵. 

This development is significant because it addresses a critical but often 
overlooked component of market infrastructure: the transfer agent layer. Transfer 
agents maintain the legal record of ownership for issued securities and are 
responsible for administering shareholder rights, including dividend payments, 
corporate actions, and ownership changes. Without this function, ownership is 
not legally recognised within existing regulatory frameworks. 

The emergence of digitally capable transfer agents indicates that tokenisation is 
moving beyond representation into legally enforceable market structure. In 
particular, issuer-led tokenisation models, in which securities are issued natively 
on distributed ledger systems, depend on the modernisation of this layer. The 
integration of transfer agency functions into blockchain infrastructure therefore 
represents a key step in enabling tokenised securities to operate within regulated 
capital markets at scale. This integration also requires alignment with standards 
governing record-keeping, identity, and data interoperability to ensure 
consistency across systems and jurisdictions. 

Parallel developments in payments reinforce this transition. Banque de France 
analysis has emphasised that the future of the international monetary system will 
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depend less on the scale of individual innovations and more on the 
interoperability of payment systems⁶. Stablecoins, while growing rapidly, remain 
largely anchored to existing currency hierarchies, particularly the US dollar. 

At the same time, emerging data indicates that non-dollar stablecoins are 
expanding across multiple jurisdictions, supported by regulatory frameworks such 
as the European Union’s Markets in Crypto-Assets Regulation⁷. This suggests that 
digital settlement infrastructure is evolving towards a multi-currency architecture 
rather than reinforcing a single dominant monetary system. Interoperability 
across these systems will increasingly depend on standards that enable 
coordination between payment, settlement, and securities infrastructure. 

Taken together, these developments indicate that tokenisation is no longer an 
isolated trend. It is part of a broader restructuring of financial market 
infrastructure. 

3. Representation 

What Tokenisation Changes 
Tokenisation concerns the representation of rights rather than the creation of new 
rights. 

Financial instruments derive their legal status from statutory and contractual 
frameworks. Tokenisation enables those rights to be recorded within distributed 
ledger systems, but it does not alter their legal nature³. 

Within the European Union, the DLT Pilot Regime reflects this approach. It 
enables financial instruments to be issued and traded on distributed ledger 
systems under regulated conditions without creating a new asset category⁸. 

Two models of representation can be distinguished. 

In evidentiary models, tokens reflect ownership recorded elsewhere. The 
distributed ledger operates as a secondary or parallel record, with legal primacy 
remaining in conventional registries. In constitutive models, the distributed 
ledger itself becomes the recognised and authoritative record of ownership, with 
legal title determined by on-chain state. 

The distinction between these models is not merely technical. It determines the 
applicable legal framework, the enforceability of transfer, the treatment of 
insolvency, and the regulatory obligations of custodians and intermediaries. It also 
determines how governance responsibilities are allocated and how standards are 
applied to ensure consistency, interoperability, and auditability across systems. As 
tokenised markets develop, the choice between evidentiary and constitutive 
models will shape the legal architecture of digital capital markets. 
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Both models, however, require integration with governance, regulatory oversight, 
and legal enforceability. Tokenisation therefore changes how rights are recorded 
and transferred, but it does not remove the institutional frameworks that 
underpin financial markets. Instead, it increases the importance of those 
frameworks by embedding them directly into the operational logic of market 
infrastructure. 

4. Execution 

The Settlement Layer 
While tokenisation enables digital representation, institutional adoption depends 
on execution. 

Every financial transaction involves the transfer of an asset and the transfer of a 
settlement asset. In traditional markets, these functions are coordinated through 
clearing and settlement systems using central bank or commercial bank money². 
The integrity of this process, its finality, its legal certainty, and its systemic 
resilience, is the foundation on which market confidence rests. These 
characteristics are not incidental; they are governed through established 
institutional frameworks and standards that ensure consistency across 
participants and jurisdictions. 

Tokenised markets must replicate this functionality with equal or greater 
certainty. 

Several settlement models are emerging. Stablecoins represent privately issued 
digital payment instruments backed by reserve assets⁹. Tokenised bank deposits 
enable regulated commercial bank money to operate within distributed ledger 
environments¹⁰. Central bank digital currencies represent a third pathway, 
enabling sovereign money to operate natively within digital financial 
infrastructure¹¹. 

Each model carries distinct implications. Stablecoins introduce questions of 
reserve adequacy, issuer credit risk, and regulatory jurisdiction. Tokenised deposits 
preserve the commercial banking relationship but require significant investment 
in legacy system integration. Central bank digital currencies offer the strongest 
settlement finality but depend on policy decisions that remain unresolved across 
most major jurisdictions. 

Recent remarks by Piero Cipollone of the European Central Bank reinforce the 
importance of this layer. He emphasised that large-scale tokenised markets 
require a public settlement anchor in the form of central bank money, alongside 
coordinated public-private infrastructure and a unified legal framework¹². The 
implication is direct: private settlement models alone are insufficient to support 
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tokenised capital markets at institutional scale. Public infrastructure must evolve 
in parallel. 

The settlement asset is therefore not a secondary consideration. It is a primary 
determinant of whether tokenised markets can achieve the legal certainty, finality, 
and systemic resilience that institutional participation requires.  

Multi-Rail Fragmentation and Orchestration 
The evolution of payment systems further illustrates the growing complexity of 
financial infrastructure. Financial transactions are increasingly processed across 
multiple coexisting rails, including real-time payment systems, open banking 
interfaces, digital wallets, fintech platforms, cross-border infrastructure, and 
programmable settlement mechanisms such as stablecoins. 

This proliferation reflects genuine innovation, but it also introduces structural 
fragmentation. Different systems optimise for different use cases, including 
speed, cost, jurisdictional reach, regulatory compliance, and user experience. As a 
result, no single payment method or settlement rail is likely to achieve universal 
dominance. 

The challenge therefore shifts from innovation to coordination. 

Financial systems must be capable of operating across multiple settlement 
environments simultaneously, dynamically selecting appropriate rails based on 
transaction characteristics, counterparty requirements, and regulatory 
obligations. This requires integrated environments in which execution, 
settlement, and governance are coordinated within a single operational 
framework rather than across fragmented and loosely coupled systems. In this 
context, orchestration becomes a critical and underappreciated layer of 
infrastructure. It is the capability that enables fragmented systems to function as 
a coherent whole, routing transactions intelligently across rails while maintaining 
settlement integrity, regulatory compliance, and auditability. 

Orchestration is not a feature of any individual platform. It is an infrastructure 
problem that requires standardisation, interoperability protocols, and agreed 
governance frameworks across participants. The institutions and jurisdictions that 
invest in orchestration capability early will be better positioned to operate 
effectively in a multi-rail financial environment. 

Public Blockchain Infrastructure and Institutional 
Convergence 
Public blockchain networks are evolving beyond their origins as permissionless 
settlement environments and are increasingly being evaluated as infrastructure 
capable of supporting regulated financial activity. 
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Networks that have invested in compliance functionality at protocol level, 
including identity verification, transaction monitoring, and issuer-controlled 
transfer restrictions, are attracting growing attention from institutional 
participants seeking the efficiency and interoperability benefits of public 
infrastructure without sacrificing regulatory alignment. The emergence of 
regulated stablecoin issuance, tokenised fund distribution, and cross-border 
settlement activity on public networks demonstrates that the boundary between 
permissioned and permissionless infrastructure is becoming less fixed. 

This convergence is significant. It suggests that institutional tokenisation will not 
be confined to private or consortium-based distributed ledger systems. Public 
networks that can demonstrably satisfy compliance requirements, at protocol 
level rather than through external overlays, are becoming viable components of 
regulated financial infrastructure. 

The condition for institutional viability, however, remains consistent across all 
network types. Alignment with applicable legal frameworks, governance 
accountability, and compatibility with central bank monetary systems are not 
optional features. They are threshold requirements for participation in regulated 
capital markets. 

 

Multi-Currency Stablecoin Expansion 
Recent data indicates that the evolution of settlement infrastructure is not limited 
to dollar-based systems. Local currency stablecoins denominated in euros, reais, 
and yen have grown significantly, with supply increasing at a faster rate than US 
dollar-backed stablecoins⁷. 

This development has important implications for the structure of digital 
settlement. While early stablecoin adoption largely reinforced existing 
dollar-based monetary infrastructure, the emergence of non-dollar stablecoins, 
supported by regulatory frameworks including MiCA in the European Union, 
indicates a shift towards multi-currency digital settlement systems. 

The implication extends beyond supply data. A multi-currency stablecoin 
environment creates both opportunity and complexity. It enables more efficient 
cross-border settlement in local currencies, reducing reliance on dollar 
correspondent banking channels. At the same time, it introduces new questions 
of exchange rate risk, liquidity fragmentation, and regulatory coordination across 
jurisdictions with differing stablecoin frameworks. 

Tokenised financial markets may therefore evolve towards a more plural monetary 
architecture, in which interoperable digital representations of multiple sovereign 
currencies operate across distributed systems. Managing this plurality, ensuring 
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that multi-currency settlement remains stable, liquid, and legally coherent, will be 
one of the defining infrastructure challenges of the coming decade. 

5. Market Structure 
Trading, Liquidity and Venue Design 
The developments of 2026 indicate that tokenisation is now a market structure 
issue. 

Exchanges such as Nasdaq and the New York Stock Exchange are integrating 
tokenisation into their core infrastructure, while digital asset platforms are 
adopting more structured, regulated approaches to trading and custody. The 
direction of travel is convergence: traditional and digital market infrastructure are 
moving towards each other rather than developing in parallel. 

The evolution of tokenised markets is also reshaping liquidity infrastructure. 
Financial assets are increasingly being distributed and traded within 
environments that combine traditional capital market mechanisms with on-chain 
liquidity systems, including tokenised funds, stablecoin settlement, and 
continuous trading models operating outside conventional market hours. 

This combination raises structural questions that existing market frameworks 
were not designed to address. How is price discovery maintained across on-chain 
and off-chain venues simultaneously? How are clearing and settlement 
obligations coordinated when transactions occur across multiple infrastructure 
layers? How are market integrity requirements enforced in environments where 
trading is continuous and intermediation is reduced? 

These challenges point towards the emergence of integrated trading 
environments in which execution, settlement coordination, and liquidity access 
are designed as a unified system rather than as separate market functions. They 
are not questions for future consideration. They are operational challenges that 
regulators and market participants are beginning to confront now. The 
institutions that engage with them seriously and invest in the infrastructure and 
governance frameworks to address them, will shape the design of tokenised 
capital markets going forward. 

6. Governance 
Institutional Trust and Legal Coherence 
Financial markets rely on governance to ensure trust, enforceability, and systemic 
stability. Custody, regulatory supervision, compliance obligations, and investor 
protections remain essential in tokenised environments¹³. Distributed ledger 
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technology enhances transparency and can automate compliance functions, but 
it does not replace the institutional frameworks through which financial markets 
maintain integrity and manage systemic risk. 

Critically, governance in tokenised markets must be understood not only as 
regulatory oversight, but as a structured system of standards, rules, and 
institutional design. As observed in operational blockchain deployments, 
governance capacity has emerged as the defining constraint on scalability and 
trust, rather than technological capability alone.  This places increasing 
importance on internationally recognised standards, including those developed 
through ISO and other global standardisation bodies, which provide the common 
language, interoperability frameworks, and assurance mechanisms required for 
cross-border market operation. 

A further structural constraint arises from legal fragmentation. Differences in 
corporate law, securities regulation, insolvency frameworks, and property rights 
regimes across jurisdictions create barriers to the seamless cross-border operation 
of tokenised assets. A token representing ownership of a security may be legally 
recognised in one jurisdiction and legally ambiguous in another. Settlement 
finality achieved on a distributed ledger may not be recognised as such under 
applicable insolvency law. 

This fragmentation cannot be resolved through technology alone. Distributed 
ledger systems can standardise data formats and automate execution, but they 
cannot override jurisdiction-specific legal frameworks or substitute for the 
international legal harmonisation that cross-border market operation requires. 
Standards play a critical role here, not as substitutes for law, but as coordination 
mechanisms that align technical implementation with legal, regulatory, and 
governance expectations across jurisdictions. 

As a result, the scalability of tokenised financial markets depends not only on 
technical interoperability, but on the convergence of legal recognition, 
governance frameworks, and standards-based infrastructure. This includes 
alignment across regulatory authorities, central banks, and international 
standard-setting organisations to ensure consistent treatment of ownership 
rights, transfer mechanisms, and settlement finality. 

Regulatory cooperation at the international level is therefore necessary but not 
sufficient. It must be complemented by standards-driven governance, where 
frameworks define not only how systems operate technically, but how they are 
supervised, audited, and trusted institutionally. Without this layer, tokenised 
systems risk remaining fragmented representations rather than operable market 
infrastructure. 

Tokenisation must therefore be accompanied by legal and governance 
integration, underpinned by standards. These elements are not sequential. They 
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must develop together as a unified system of representation, execution, and 
institutional trust. 

7. Conclusion 
Infrastructure Migration and the Conditions for Scale 
Tokenisation has moved beyond conceptual framing and into institutional reality. 
What is emerging is a reconfiguration of existing market infrastructure into 
programmable, interoperable, and governed environments, where standards, 
legal frameworks, and institutional design converge to enable operability at scale. 

The developments of 2026 demonstrate that this migration is now underway in 
earnest. Regulatory approvals, institutional partnerships, and central bank policy 
statements have collectively confirmed that tokenisation is entering the 
operational core of capital markets, not as an experiment but as a structural 
development with lasting implications for how financial instruments are issued, 
transferred, settled, and governed. These developments also signal a broader 
convergence between market infrastructure and international standardisation 
efforts, where technical implementation is increasingly shaped by globally 
coordinated governance frameworks. 

The analytical framework this paper has advanced, distinguishing between 
representation and execution, clarifies where the real work lies. Representation is 
largely a solved problem. The technical capability to record financial rights on 
distributed ledger systems exists and is being deployed across asset classes and 
jurisdictions. This capability is increasingly supported by standardised data 
models and interoperability frameworks, reinforcing consistency in how assets are 
digitally represented across systems. 

Execution remains the critical challenge. Settlement design, custody 
accountability, legal enforceability, monetary architecture, and regulatory 
coherence are not secondary considerations to be resolved after adoption. They 
are the conditions that determine whether tokenised financial markets can 
achieve the scale, stability, and institutional trust that regulated capital markets 
require. Crucially, execution is where governance frameworks and standards 
translate technical representation into legally and operationally recognised 
market activity. 

Three conclusions follow. 

First, settlement infrastructure is foundational. The choice of settlement asset, 
whether stablecoin, tokenised deposit, or central bank digital currency, is not a 
technical detail. It determines the legal certainty, systemic resilience, and 
monetary sovereignty of tokenised markets. Public infrastructure, in the form of 
tokenised central bank money, will be necessary to anchor large-scale 
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institutional activity. This anchoring function will increasingly depend on 
standards-aligned integration with existing financial market infrastructure, 
including central securities depositories and payment systems. 

Second, legal harmonisation is a prerequisite for scale. Technical interoperability is 
necessary but not sufficient on its own. Cross-border tokenised markets require 
cross-border legal frameworks that provide consistent recognition of ownership, 
transfer finality, and settlement certainty. This requires sustained regulatory 
cooperation that has not yet been achieved. Standards play a critical role in 
enabling this harmonisation by providing common frameworks for data, 
processes, and governance, bridging differences between jurisdictions without 
replacing sovereign legal systems. 

Third, governance and technology must develop in parallel. Institutions and 
jurisdictions that treat tokenisation as a governance challenge, rather than solely 
a technology deployment, will be better positioned to build market infrastructure 
that is resilient, trustworthy, and capable of bearing systemic weight. This 
includes the development and adoption of international standards that define not 
only how systems operate technically, but how they are governed, supervised, and 
trusted across institutional contexts. 

The future of tokenised finance will not be delivered by a single platform or 
solution but by integrated, unified operational environments with defined legal, 
governance, and execution frameworks. These environments will enable 
coordination across markets, infrastructures, and jurisdictions, transforming 
tokenisation from isolated implementations into a coherent, institutional-grade 
financial system, underpinned by standards that enable interoperability. 
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