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1. Introduction 

Capital markets are undergoing their most consequential infrastructural transformation since the 

dematerialization of securities in the 1980s. The tokenization of real-world assets (RWAs), the 

representation of financial claims, physical property, and contractual rights as cryptographic 

records on distributed ledgers, is migrating from proof-of-concept to production at institutional 

scale. By late 2025, the on-chain value of tokenized RWAs excluding stablecoins had surpassed 

USD 30 billion, with tokenized U.S. Treasuries alone exceeding USD 7 billion and BlackRock’s 

BUIDL fund demonstrating that the world’s largest asset manager treats programmable 

settlement as strategic infrastructure rather than experimentation.1 McKinsey’s base-case 

projection envisages a USD 2 trillion tokenized market by 2030; Boston Consulting Group and 

Standard Chartered have argued that tokenized illiquid assets alone could reach USD 16 trillion 

within the same horizon; Citi’s GPS forecast estimates USD 4–5 trillion of tokenized digital 

securities.2 

These quantitative projections, however meaningful, understate the deeper stakes. What is at 

issue is not the emergence of a new asset class but the re-engineering of the global financial system 

around programmable, atomically settled, composable instruments. The Bank for International 

Settlements (BIS) has framed this shift as the emergence of a “unified ledger” in which tokenized 

money and tokenized assets transact within a single environment, collapsing historically distinct 

functions, issuance, custody, transfer, clearing, settlement, and corporate actions, into one 

programmable record.3 If the BIS diagnosis is correct, tokenization is not a marginal efficiency 

gain layered onto existing market structure; it is a new market structure. 

The international financial system has arrived at such inflection points before. The 

containerization of shipping in the 1950s, the electronification of equity trading in the 1990s, and 

the dematerialization of paper securities each appeared, in their early stages, as technical 

curiosities before reshaping the allocation of global economic activity. In each case, the 

institutions and jurisdictions that defined the governing standards captured disproportionate and 

enduring advantage. Rotterdam, Singapore, and New York became hubs of containerized logistics 

not because they possessed the best ports in absolute terms but because they invested early in the 

protocols and infrastructures that made container traffic interoperable at scale. The parallel for 

tokenized capital markets is exact and pressing. 

 
1Bank for International Settlements, Annual Economic Report 2024 (Basel: BIS, June 2024), 
Chapter III; RWA.xyz, Tokenized Asset Market Report Q4 2025, 2025. 
2McKinsey & Company, From Ripples to Waves: The Transformational Power of Tokenizing 
Assets (New York: McKinsey & Company, June 2024); Boston Consulting Group and ADDX, 
Relevance of On-Chain Asset Tokenization in 'Crypto Winter' (2022); Standard Chartered and 
Synpulse, Real-World Asset Tokenization: A Game Changer for Global Trade (2024); Citi GPS, 
Money, Tokens, and Games: Blockchain's Next Billion Users and Trillions in Value (New York: 
Citi, March 2023). 
3Bank for International Settlements, Annual Economic Report 2023, Chapter III: “Blueprint for 
the Future Monetary System” (Basel: BIS, June 2023), 85–110. 



This essay advances a single thesis: International Financial Centers (IFCs) are not merely 

beneficiaries of tokenization but its necessary architects, and their leadership will 

depend on coordinated standard-setting rather than jurisdictional competition. The 

window for shaping this architecture is narrow. The hubs that define the legal taxonomies, 

interoperability protocols, and supervisory primitives of tokenized finance between 2026 and 

2030 will entrench their centrality for a generation; those that do not will become bypass nodes 

in a network designed elsewhere. 

To develop this argument, Section 2 surveys the technological and intellectual context, situating 

tokenization within the broader evolution of financial market infrastructure. Section 3 establishes 

why IFCs, London, Singapore, Hong Kong, Dubai, Zurich, Luxembourg, New York, and their 

peers, are uniquely equipped to lead, drawing on comparative case studies of five jurisdictions. 

Section 4 identifies four categories of risk that threaten orderly development and analyzes why 

unilateral national responses are structurally insufficient. Section 5 presents the essay’s original 

contribution: the Interoperable Trust Architecture (ITA), a four-pillar strategic framework 

through which IFCs, convened by the World Alliance of International Financial Centers (WAIFC), 

can collectively construct a credible global tokenized market. Section 6 translates the ITA into 

concrete, actionable recommendations. Section 7 concludes with a forward-looking assessment of 

what is at stake. 

2. Literature and Context: The Tokenization Turn 

2.1 Conceptual foundations 

Tokenization denotes the process of issuing digital representations of ownership or contractual 

claims on distributed ledger technology (DLT), typically governed by self-executing smart 

contracts.4 The Organisation for Economic Co-operation and Development (OECD) usefully 

distinguishes “native” tokens, issued directly on-chain with no off-chain counterpart, from “non-

native” tokens, which digitally represent off-chain assets and therefore depend on legal bridges 

linking ledger entries to enforceable rights in the traditional legal order.5 This distinction is not 

merely technical. It determines where legal risk resides, which institutional intermediaries remain 

indispensable, and whether the dispute-resolution architecture of existing capital markets can be 

straightforwardly extended to the new environment. 

A second conceptual distinction, elaborated by the BIS, separates tokenization of the settlement 

asset (money) from tokenization of the traded asset (securities, commodities, real estate). Both 

are necessary for the full benefits of atomicity, the elimination of settlement risk through 

 
4International Organization of Securities Commissions, Issues, Risks and Regulatory 
Considerations Relating to Crypto-Asset Trading Platforms (Madrid: IOSCO, 2020). 
5Organisation for Economic Co-operation and Development, The Tokenisation of Assets and 
Potential Implications for Financial Markets (Paris: OECD Publishing, 2020). 



simultaneous, conditional exchange, to be realized.6 A tokenized bond settled against untokenized 

fiat currency captures only a fraction of the potential efficiency gain; the remaining friction sits 

precisely at the legacy interface. This insight reframes the policy debate: the question is not 

whether to tokenize particular asset classes but whether to construct the composite infrastructure 

in which tokenized money and tokenized assets co-exist natively. 

2.2 The third wave 

The current cycle of tokenization differs from the initial coin offering (ICO) boom of 2017 and the 

security token offering (STO) wave of 2018–2019 in three material respects. 

First, the underlying assets are institutional in character. Whereas earlier cycles were 

dominated by speculative retail tokens and illiquid private-company equity, the 2024–2026 wave 

is led by money market funds (BlackRock’s BUIDL and Franklin Templeton’s FOBXX), sovereign 

debt, investment-grade private credit, tokenized repo (JPMorgan’s Onyx and the Broadridge DLR 

platform have together processed trillions in notional volume), and tokenized commodities.7 

These are instruments held by pension funds, insurers, and central bank reserve managers, 

constituencies whose participation signals structural rather than speculative adoption. 

Second, the supporting infrastructure has matured. Permissioned and hybrid ledgers 

now coexist with public chains, and institutional-grade tooling, custody, identity, compliance, and 

analytics, has reached parity with legacy systems in critical dimensions. The BIS Innovation Hub’s 

Project Agorá, Project Mariana, and Project Mandala have collectively demonstrated the technical 

feasibility of multi-currency, multi-jurisdictional tokenized settlement using wholesale central 

bank digital currencies (wCBDCs) and embedded compliance controls.8 

Third, regulators have moved from prohibition toward active experimentation. The 

European Union’s MiCA and DLT Pilot Regime, Singapore’s Project Guardian, Hong Kong’s 

Project Ensemble, the United Kingdom’s Digital Securities Sandbox, and the Swiss DLT Act 

together constitute a regulatory transformation of a scale and pace unprecedented in modern 

financial history.9 

2.3 The academic debate 

 
6Bank for International Settlements, “Tokenisation in the Context of Money and Other Assets: 
Concepts and Implications for Central Banks,” Report to the G20 (Basel: BIS, October 2024). 
7World Economic Forum, Asset Tokenization in Financial Markets: The Next Generation of 
Value Exchange (Geneva: WEF, May 2025); JPMorgan Onyx, Project Guardian: Tokenized Asset 
Pilot Report (2023). 
8BIS Innovation Hub, Project Agorá: Unified Ledger Proof of Concept, Progress Report (Basel: 
BIS, 2024); BIS Innovation Hub, Project Mariana: Cross-Border Exchange of Wholesale CBDCs 
Using Automated Market-Makers (Basel: BIS, 2023); BIS Innovation Hub, Project Mandala: 
Embedding Compliance in Cross-Border Transactions (Basel: BIS, 2024). 
9Regulation (EU) 2023/1114 (MiCA); Regulation (EU) 2022/858 (DLT Pilot Regime); Monetary 
Authority of Singapore, Project Guardian (MAS, 2023); Hong Kong Monetary Authority, Project 
Ensemble (HKMA, March 2024). 



The literature has evolved in parallel with practice. Foundational contributions emphasized 

blockchain’s disintermediating potential and its capacity to restructure property rights 

themselves.10 Recent scholarship has turned toward more granular questions of market 

microstructure, legal enforceability, and systemic risk. 

Auer and co-authors, writing for the BIS, argue that the economic promise of tokenization lies less 

in disintermediation than in the compression of settlement cycles from T+2 to near-instant, the 

elimination of Herstatt risk in cross-border FX, and the liberation of trapped collateral liquidity 

currently immobilized in fragmented post-trade plumbing.11 The International Monetary Fund 

(IMF) has corroborated these findings while warning that fragmented national approaches could 

amplify rather than reduce cross-border risk.12 The Financial Stability Board (FSB) has flagged 

tokenization’s capacity to create novel forms of interconnectedness between regulated and 

unregulated market segments, noting that the blurring of boundaries is itself a supervisory 

challenge.13 

A distinct strand of scholarship, associated with Arner, Buckley, and Zetzsche, has developed the 

concept of “embedded regulation”, the notion that compliance rules can be expressed directly in 

smart-contract code, transforming supervision from ex post enforcement to ex ante design 

constraint.14 If realized, this would represent one of the most significant institutional innovations 

in financial regulation since the creation of central banks. But it also raises challenging questions 

about accountability, contestability, and the relationship between code and law that the existing 

literature has only begun to address. 

A clear consensus emerges from this body of work: the benefits of tokenization are real but 

contingent on coordinated legal and regulatory scaffolding. Without such scaffolding, tokenized 

markets risk reproducing, or amplifying, the fragmentation, opacity, and enforcement gaps that 

have historically plagued cross-border finance. It is here that IFCs become decisive actors. 

3. The Structural Advantages of International Financial Centers 

IFCs are not merely geographic concentrations of banks and exchanges. They are dense 

institutional ecosystems combining deep capital pools, specialized legal expertise, supervisory 

 
10Primavera De Filippi and Aaron Wright, Blockchain and the Law: The Rule of Code 
(Cambridge, MA: Harvard University Press, 2018); Lawrence Lessig, Code: And Other Laws of 
Cyberspace, Version 2.0 (New York: Basic Books, 2006). 
11Raphael Auer et al., “The Technology of Decentralized Finance (DeFi),” BIS Working Paper No. 
1066 (Basel: BIS, 2023). 
12International Monetary Fund, Global Financial Stability Report, October 2023, Chapter 3: 
“Asset Tokenization and Financial Stability.” 
13Financial Stability Board, The Financial Stability Implications of Tokenisation (Basel: FSB, 
October 2024). 
14Douglas W. Arner, Ross P. Buckley, Dirk A. Zetzsche, and Eriks Selga, “The Financial Stability 
and Regulatory Implications of Tokenisation,” Journal of Financial Regulation 10, no. 1 (2024): 
1–35. 



capacity, and, critically, international legitimacy. Four structural attributes make them the 

natural architects of tokenized capital markets. 

3.1 Four structural advantages 

First, legal depth. Tokenization is, at its foundation, a legal technology as much as a 

computational one. Whether a token conveys enforceable property rights, priority in insolvency, 

or voting entitlements depends entirely on private law frameworks that IFCs have refined over 

decades or centuries. The UK Jurisdiction Taskforce’s Legal Statement on Cryptoassets and Smart 

Contracts, the Law Commission of England and Wales’s recognition of digital assets as a distinct 

third category of personal property, and the Property (Digital Assets etc) Bill exemplify the 

doctrinal innovation only mature legal centers can generate at the required pace.15 Comparable 

developments in Delaware, Singapore, and Liechtenstein reinforce the point: the legal 

imagination required for tokenization is scarce and geographically concentrated. 

Second, regulatory credibility. Institutional issuers and allocators will not deploy significant 

balance sheet onto tokenized rails without supervision by authorities whose judgments are 

respected globally. Trust, in this sense, is a form of infrastructure, as essential as fiber-optic cable 

and as geographically sticky. The Monetary Authority of Singapore’s Project Guardian, which by 

2024 had drawn more than forty financial institutions into industry pilots across asset 

management, foreign exchange, and fixed income, illustrates how credible regulators can convene 

experimentation within prudential guardrails rather than outside them.16 

Third, integrated market infrastructure. IFCs host the central counterparties (CCPs), 

central securities depositories (CSDs), and payment systems that must be bridged to, or absorbed 

into, tokenized environments. This incumbency is not a liability but a strategic asset: tokenization 

succeeds when it integrates with, rather than bypasses, existing settlement finality and risk-

management architectures. The SIX Digital Exchange (SDX) in Zurich, which in 2021 became the 

world’s first fully regulated integrated exchange and CSD for digital assets, and the Hong Kong 

Monetary Authority’s tokenized green bond issuances in 2023 and 2024 demonstrate this 

principle in practice.17 

Fourth, network effects and reputational capital. IFCs derive competitive advantage from 

the dense concentration of complementary services, law firms, auditors, rating agencies, 

custodians, prime brokers, fintech developers, and academic researchers. These are precisely the 

intermediaries whose roles must be reimagined, not eliminated, in tokenized markets. Their 

 
15UK Jurisdiction Taskforce, Legal Statement on Cryptoassets and Smart Contracts (LawtechUK, 
2019); Law Commission of England and Wales, Digital Assets: Final Report, Law Com No 412 
(June 2023); UK Ministry of Justice, Property (Digital Assets etc) Bill, September 2024. 
16Monetary Authority of Singapore, Project Guardian Industry Report (MAS, November 2024). 
17SIX Digital Exchange, SDX Annual Review 2023 (Zurich: SIX, 2024); HKMA, “HKSAR 
Government’s Inaugural Tokenised Green Bond Offering,” Press Release, February 16, 2023. 



physical and cognitive proximity accelerates the iterative development that tokenization requires, 

producing what economists of innovation call “localized learning externalities.”18 

3.2 Comparative case studies 

A comparative survey reveals emerging specialization among leading hubs, and, more 

importantly, patterns of complementarity that foreshadow the federated architecture proposed in 

Section 5. 

Singapore has positioned itself as the convenor of institutional public-permissioned 

infrastructure. Project Guardian, launched by MAS in 2022, has iteratively tested tokenized fund 

structures, bilateral FX transactions, and cross-border settlement with participants including 

JPMorgan, DBS, Citi, and Standard Chartered. The MAS Global Layer One (GL1) white paper, 

published in 2024, explicitly frames the ambition as building shared infrastructure for regulated 

institutions rather than competing against them.19 The Singaporean model combines regulatory 

clarity, a proactive central bank, and a willingness to host multi-jurisdictional pilots, a 

combination few hubs can match. 

Switzerland has pursued an integrationist strategy. Its 2021 DLT Act is notable for amending 

ten existing statutes, in company law, securities law, insolvency law, and financial market 

infrastructure law, rather than creating a sui generis regime.20 This approach treats DLT as an 

incremental evolution of existing market structure, granting tokenized securities the same legal 

status as traditional ones. SDX, operating under a banking and CSD license from FINMA, has 

issued and settled bond offerings for the Canton of Zurich and the World Bank, demonstrating 

that sovereign and supranational issuers now view Swiss infrastructure as production-ready. 

The United Arab Emirates has adopted a twin-track strategy. Dubai’s Virtual Assets 

Regulatory Authority (VARA), established in 2022, offers a bespoke licensing regime for virtual 

asset service providers; Abu Dhabi Global Market’s (ADGM) Financial Services Regulatory 

Authority has pursued a distinct digital asset framework grounded in common-law principles.21 

The combination offers market participants a choice of regulatory philosophy within a single 

federation, a form of internal competition that has attracted significant flows of capital and talent. 

The UAE’s explicit positioning of tokenization as a pillar of national economic diversification 

demonstrates how middle-powers can leverage regulatory innovation to acquire global relevance. 

The United Kingdom has chosen a temporary-rules approach through the Digital Securities 

Sandbox, jointly operated by HM Treasury, the Financial Conduct Authority, and the Bank of 

 
18Youssef Cassis, Capitals of Capital: The Rise and Fall of International Financial Centres, 1780–
2009 (Cambridge: Cambridge University Press, 2010). 
19Monetary Authority of Singapore, Global Layer One: The Foundation Layer for Financial 
Networks, White Paper (MAS, June 2024). 
20Swiss Federal Council, Federal Act on the Adaptation of Federal Law to Developments in 
Distributed Ledger Technology (DLT Act), in force August 1, 2021. 
21Dubai Virtual Assets Regulatory Authority, Virtual Assets and Related Activities Regulations 
2023; ADGM FSRA, Guidance – Regulation of Virtual Asset Activities (ADGM, 2023). 



England. The DSS permits live issuance, trading, and settlement of tokenized securities under 

modified regulation for a defined period, generating empirical evidence that will inform 

permanent rule-making.22 This model is particularly well-suited to common-law jurisdictions 

where statutory change is slow and judicial interpretation critical. The parallel work of the Law 

Commission on digital assets as property signals a whole-of-government commitment. 

Luxembourg has leveraged successive amendments to its 2001 Securities Act to enable native 

issuance of dematerialized securities directly on DLT, reinforcing its role as Europe’s preferred 

domicile for tokenized fund vehicles.23 Given Luxembourg’s dominance of the European 

investment fund industry, with over EUR 5 trillion in assets under administration, the decision to 

accommodate tokenization at the statutory level has outsized implications for the entire European 

funds ecosystem. 

3.3 The strategic lesson 

The comparative evidence points to a crucial and often missed conclusion. Competition between 

IFCs is real, but the dominant strategic frontier is not jurisdictional arbitrage, the race to offer the 

lightest-touch regime. It is interoperability leadership. The hub, or more plausibly the 

coalition of hubs, that defines the standards by which tokenized assets flow across borders will 

capture disproportionate rents. London’s rise in the 1960s and 1970s owed less to British 

regulatory laxity than to its success in establishing the eurodollar market’s conventions and legal 

templates; the eurodollar market was, in effect, London’s invention of a new interoperability layer 

for offshore dollar intermediation.24 The tokenization opportunity is analogous in structure and 

potentially larger in scale. 

4. Structural Risks and the Limits of Unilateral Action 

Four categories of risk threaten the orderly development of tokenized capital markets. Each must 

be addressed frontally by any IFC-led agenda, and each reveals why unilateral national responses 

are structurally insufficient. 

4.1 Regulatory fragmentation 

Jurisdictions differ not only in stringency but in foundational taxonomy. MiCA distinguishes 

between asset-referenced tokens, e-money tokens, and other crypto-assets; U.S. authorities 

oscillate between securities and commodities classifications under judicial scrutiny; Singapore 

employs an activity-based payment services framework; the UAE has introduced its own virtual 

 
22HM Treasury, Bank of England, and FCA, Digital Securities Sandbox: Joint Bank and FCA 
Approach, Policy Statement (London, September 2024). 
23Commission de Surveillance du Secteur Financier, White Paper: Distributed Ledger 
Technologies and Blockchain (Luxembourg: CSSF, January 2022). 
24Gary Burn, The Re-Emergence of Global Finance (Basingstoke: Palgrave Macmillan, 2006); 
Catherine R. Schenk, “The Origins of the Eurodollar Market in London: 1955–1963,” 
Explorations in Economic History 35, no. 2 (1998): 221–238. 



asset categories.25 The FSB has repeatedly warned that such divergence creates arbitrage 

incentives and impedes cross-border supervision.26 The problem is not that jurisdictions disagree 

about the stringency of regulation, disagreement about prudential calibration is normal and 

healthy, but that they disagree about the conceptual objects being regulated. A token classified as 

a security in London, a payment instrument in Singapore, and a commodity in New York cannot 

move across these venues without friction, legal uncertainty, and potentially inconsistent investor 

protections. 

4.2 Legal uncertainty 

Even within coherent jurisdictions, fundamental questions remain unresolved. What is the situs 

of a token for conflict-of-laws purposes, the location of the server, the residence of the issuer, the 

jurisdiction of the relevant custodian? How is smart-contract logic enforceable where it diverges 

from off-chain documentation? How are tokens treated in insolvency, particularly when the 

insolvent entity is a custodian or an intermediary? When is on-chain settlement legally final under 

statutes drafted for bilateral paper transfers?27 The Hague Conference on Private International 

Law has identified these gaps as requiring coordinated conflict-of-laws solutions, but progress 

has been slow precisely because the underlying private-law doctrines differ across families of legal 

systems.28 

4.3 Operational resilience and financial stability 

Tokenized markets inherit both the vulnerabilities of traditional finance and those specific to 

cryptographic infrastructures: smart-contract exploits, oracle manipulation, validator collusion, 

and cross-chain bridge failures. Empirical work by Chainalysis and the IMF has documented 

hundreds of millions of dollars lost annually to bridge exploits alone.29 The IMF has argued that 

a systemically significant tokenized market would require operational resilience standards 

materially more demanding than those currently applied to decentralized finance (DeFi) 

protocols.30 As tokenized markets scale, the systemic stakes rise accordingly: a single 

compromised bridge linking two major IFC settlement systems could produce contagion effects 

more rapid than any historical financial crisis, because atomic settlement implies atomic 

contagion. 

 
25Financial Stability Board, Global Regulatory Framework for Crypto-Asset Activities (Basel: 
FSB, July 2023). 
26Financial Stability Board, Assessment of Risks to Financial Stability from Crypto-assets (Basel: 
FSB, February 2022). 
27European Central Bank, The Use of DLT in Post-Trade Processes, Occasional Paper Series No. 
316 (Frankfurt: ECB, April 2023). 
28Hague Conference on Private International Law, Developments with Respect to PIL 
Implications of the Digital Economy, Including DLT, Prel. Doc. No 4 (HCCH, March 2023). 
29Chainalysis, Crypto Crime Report 2024 (New York: Chainalysis, 2024). 
30International Monetary Fund, Elements of Effective Policies for Crypto Assets, IMF Policy 
Paper No. 2023/004 (Washington, DC: IMF, February 2023). 



4.4 Adoption barriers 

Institutional investors face mandate constraints, custody uncertainty, ambiguous accounting 

treatment, and an acute shortage of tokenized venues with credible price formation. A 2024 EY-

Parthenon survey found that while 69 percent of institutional investors planned to allocate to 

tokenized assets within three years, fewer than one third believed suitable infrastructure existed 

in their primary jurisdiction.31 This gap between intent and execution is, in itself, an opportunity, 

and a responsibility, for IFCs to close. Supply of tokenization infrastructure generates its own 

demand, but only if the supply is perceived as durable, credible, and interoperable. 

4.5 Why unilateral action is insufficient 

Each of these risks has an important property: none can be resolved by any single jurisdiction 

acting alone. A single IFC can clarify its own legal taxonomy, but if its taxonomy diverges from 

those of its peers the problem of cross-border friction is simply relocated rather than eliminated. 

A single regulator can impose rigorous operational resilience standards, but if tokenized assets 

move freely across borders, capital will migrate to the least demanding venue, reproducing the 

“race to the bottom” that coordinated Basel standards were designed to prevent.32 A single central 

bank can issue a wholesale CBDC, but unless other central banks follow, the benefits of atomic 

cross-border settlement remain unattainable. This structural insufficiency of unilateral action is 

the political-economic justification for the framework proposed in the next section. 

5. The Interoperable Trust Architecture: An Original Strategic 
Framework 

The core contribution of this essay is a proposed strategic framework through which IFCs, 

coordinated via the WAIFC, can collectively lead the construction of global tokenized capital 

markets. I call this framework the Interoperable Trust Architecture (ITA). It rests on four 

mutually reinforcing pillars. Its distinguishing features, relative to existing proposals, are that it 

is modular (IFCs may join individual pillars before the full architecture is operational), 

standards-based rather than treaty-based (recognizing that the pace of technological 

change outstrips traditional international law-making), and convened rather than imposed 

(lodging coordinating authority in a non-rule-making body that no sovereign need perceive as a 

threat). 

5.1 Pillar I, The Rosetta Layer: Harmonized Functional Taxonomy 

Rather than pursuing a single global crypto-asset statute, which is politically implausible on any 

relevant time horizon, IFCs should commit to a shared functional taxonomy mapping domestic 

legal categories onto a common conceptual grid. The grid would comprise clearly defined 

categories: payment tokens, asset-referenced tokens, tokenized securities (further subdivided into 

 
31EY-Parthenon, Institutional Investor Digital Assets Study 2024 (London: EY, 2024). 
32Ethan B. Kapstein, Governing the Global Economy: International Finance and the State 
(Cambridge, MA: Harvard University Press, 1994). 



equity, debt, and hybrid instruments), tokenized fund units, tokenized commodities, and 

tokenized sustainability instruments (carbon credits, biodiversity credits, green bonds). 

Each IFC retains its own statutes but publishes a formal mapping table showing how its domestic 

categories correspond to the common grid. Mutual recognition flows from the mapping: a token 

that qualifies as a “tokenized security, debt instrument” under MiCA and as a “digital debt 

security” under the UK DSS is recognized as substantively equivalent, eliminating classification 

arbitrage without requiring statutory harmonization. 

This approach replicates, at the classification layer, the logic of the IOSCO Multilateral 

Memorandum of Understanding that has underpinned cross-border securities enforcement since 

2002.33 The WAIFC is the natural steward of such a mapping exercise, precisely because it has no 

rule-making authority of its own and can therefore convene without threatening sovereign 

prerogatives. The “Rosetta Layer” metaphor is deliberate: like the Rosetta Stone, the mapping 

does not replace any language but makes all languages mutually intelligible. 

5.2 Pillar II, The Unified Ledger of Ledgers 

Adapting the BIS unified-ledger concept to a multi-center reality, the ITA envisages a federation 

of permissioned and hybrid networks, SDX in Zurich, Project Ensemble in Hong Kong, MAS 

Global Layer One in Singapore, the Eurosystem’s trial DLT settlement framework, the UK’s 

Digital Securities Sandbox, and their successors, connected through standardized messaging, 

atomic settlement protocols leveraging wholesale CBDCs or tokenized commercial bank money, 

and shared identity and compliance primitives. 

Interoperability is achieved not through a single global chain (which would concentrate systemic 

risk and political friction intolerably) but through protocol-level standards comparable to SWIFT, 

FIX, or ISO 20022, developed collaboratively by IFCs and their central banks.34 Historical 

experience with these protocols is instructive. ISO 20022 was not imposed by any single actor; it 

emerged from sustained cooperation among standard-setters, market infrastructures, and private 

participants, and its eventual dominance reflected the network effects that accrue to early credible 

adopters. A tokenization interoperability standard can follow the same trajectory on a shorter 

timeline, provided the major IFCs commit early. 

Three specific technical primitives merit WAIFC prioritization: (i) a standard for hash-time-

locked atomic swaps between permissioned networks; (ii) a common digital identity and KYC 

attestation format drawing on the work of the Financial Action Task Force and the W3C verifiable 

credentials specification; and (iii) a shared oracle framework for off-chain data inputs, with 

governance standards to mitigate manipulation risk. 

 
33IOSCO, Multilateral Memorandum of Understanding Concerning Consultation and 
Cooperation and the Exchange of Information (Madrid: IOSCO, 2002, revised 2016). 
34Committee on Payments and Market Infrastructures, Cross-Border Payments: A Vision for the 
Future (Basel: BIS, 2022). 



5.3 Pillar III, Conditional Passporting and Mutual Recognition 

Institutions licensed as tokenized market operators, custodians, or issuers in one WAIFC member 

jurisdiction should benefit from a streamlined recognition pathway in others, conditional on 

equivalence assessments of the home regime. This replicates, for the programmable era, the 

passporting logic that made the EU single market and the Basel framework effective in their 

respective domains. 

Passporting must be conditional, revocable, and accompanied by clear host-state conduct-of-

business carve-outs, drawing on the CPMI-IOSCO Principles for Financial Market 

Infrastructures.35 Conditionality addresses the political concern that mutual recognition might 

entrench regulatory laxity: if a home jurisdiction materially weakens its standards, its institutions 

lose passport access. Revocability preserves host-state sovereignty in financial stability matters. 

Host-state conduct-of-business carve-outs ensure that consumer protection, market integrity, 

and anti-money-laundering rules remain the prerogative of the jurisdiction where the conduct 

occurs. 

A practical precedent exists: the ADGM–VARA cross-recognition mechanism within the UAE 

federation, and the mutual recognition arrangements among the Nordic financial supervisory 

authorities, both demonstrate that passporting can be made to work under diverse institutional 

conditions.36 

5.4 Pillar IV, Federated Supervisory Technology 

The ITA proposes a shared, privacy-preserving SupTech layer enabling supervisors across IFCs to 

monitor cross-border tokenized flows in near real time. Techniques such as zero-knowledge 

proofs, trusted execution environments, secure multi-party computation, and federated learning 

permit aggregate risk monitoring without exposing proprietary positions or compromising 

commercial confidentiality.37 

A WAIFC-hosted Tokenization Observatory could publish quarterly indicators on tokenized 

market depth, concentration, interconnectedness, operational incidents, and cross-venue 

exposures, transforming opacity into coordinated oversight. The Observatory would not replicate 

existing national supervisory functions but would aggregate data at a level of granularity that no 

single supervisor can achieve unilaterally, analogous to the role the FSB plays for non-bank 

financial intermediation monitoring today. 

 
35CPMI-IOSCO, Principles for Financial Market Infrastructures (Basel: BIS, 2012, with 
subsequent guidance through 2024); CPMI-IOSCO, Application of the Principles for Financial 
Market Infrastructures to Stablecoin Arrangements (Basel: BIS, July 2022). 
36Nordic-Baltic Stability Group, Memorandum of Understanding on Cooperation Regarding 
Cross-Border Financial Stability, Crisis Management and Resolution (2018). 
37Financial Stability Board, The Use of Supervisory and Regulatory Technology by Authorities 
and Regulated Institutions (Basel: FSB, October 2020). 



This pillar is particularly important because it allows supervisory capacity to scale with the 

market’s growth rather than lagging behind it, a recurring failure of past financial innovation 

cycles, from collateralized debt obligations to crypto derivatives. Embedding supervisory 

primitives at the protocol level transforms “RegTech” from an add-on into a structural feature of 

the market itself. 

5.5 Why ITA, not alternatives? 

Three dominant alternatives to the ITA have been proposed in policy circles, and each fails on 

political or technical grounds. 

The first is full regulatory harmonization via treaty. This approach is too slow: negotiating, 

ratifying, and implementing a comprehensive international treaty on tokenized finance would 

likely take a decade or more, by which time the market will have settled its own de facto standards, 

plausibly under conditions unfavorable to IFC leadership. 

The second is unilateral extraterritorial extension of dominant regimes, as the United States has 

pursued in other domains of financial regulation. This approach generates backlash, invites 

retaliatory fragmentation, and is particularly ill-suited to tokenization because the dominance of 

any single regime is itself contested. 

The third is pure market-led standards, developed by industry consortia without government 

involvement. This approach lacks the supervisory legitimacy to command institutional trust at 

scale and risks reproducing the governance failures that characterized early crypto markets. 

The ITA threads this needle by combining state-backed supervisory credibility with standards-

based flexibility, and by lodging convening authority in a non-rule-making body (the WAIFC) that 

no sovereign need perceive as a threat to its regulatory autonomy. It is, in a precise sense, the 

minimum viable coordination architecture consistent with the scale of the opportunity. 

6. Policy and Practical Recommendations 

Translating the ITA into practice requires concrete action by four categories of stakeholders. The 

recommendations below are sequenced for implementation over a 24-month horizon, a 

deliberately ambitious but feasible timeline. 

6.1 For regulators and central banks in IFC jurisdictions 

First, enact or update private law frameworks to recognize digital assets as a distinct category of 

property with clear rules on possession, transfer, and insolvency, following the template of the 

Property (Digital Assets etc) Bill in England and Wales and Switzerland’s DLT Act.38 Without this 

foundation, downstream regulatory innovation floats on contested legal ground. 

 
38Swiss Federal Council, DLT Act (2021); UK Ministry of Justice, Property (Digital Assets etc) 
Bill (2024). 



Second, issue joint supervisory expectations for tokenized market infrastructures, building on 

CPMI-IOSCO guidance and the FSB’s cross-border payment roadmap.39 Joint publication is 

substantively more meaningful than coordinated but separate publications, because it signals that 

supervisors view themselves as jointly accountable for a shared infrastructure. 

Third, prioritize wholesale CBDC and tokenized deposit initiatives that can serve as the settlement 

leg for tokenized securities, eliminating reliance on stablecoin bridges in institutional flows. The 

ECB’s exploratory work on DLT-based wholesale settlement and the Bank of England’s recent 

discussion paper on tokenized deposits both point in the right direction.40 

Fourth, establish bilateral supervisory colleges among the principal IFCs for the specific purpose 

of tokenized market oversight. Colleges would meet quarterly, share incident data, and conduct 

joint stress tests. 

6.2 For financial institutions operating in IFCs 

First, invest in hybrid custody architectures capable of handling traditional and tokenized assets 

under unified risk frameworks. Fragmented custody is a brake on institutional adoption and an 

unnecessary source of operational risk. 

Second, participate actively in cross-border pilots (Guardian, Ensemble, Agorá, the DSS, GL1) 

rather than running isolated national proofs of concept whose learnings do not travel. The 

marginal learning from the tenth domestic pilot is negligible; the marginal learning from the first 

cross-border pilot is substantial. 

Third, build internal legal and compliance capacity to operate the Rosetta Layer, treating 

regulatory classification mapping as a core competency rather than an outsourced function. 

Institutions that master classification across jurisdictions will possess a durable arbitrage 

advantage during the transitional period. 

Fourth, commit publicly to open-standards participation. A credible public commitment, 

particularly from globally systemically important institutions, accelerates convergence on 

interoperable standards by signaling demand for them. 

6.3 For IFCs as institutional actors 

First, pool resources to co-fund the WAIFC Tokenization Observatory and its SupTech primitives, 

avoiding duplicative national efforts that fragment scarce technical talent. A coordinated budget 

 
39Financial Stability Board, G20 Roadmap for Enhancing Cross-Border Payments: Consolidated 
Progress Report (Basel: FSB, October 2024). 
40European Central Bank, “Eurosystem Exploratory Work on New Technologies for Wholesale 
Central Bank Money Settlement” (Frankfurt: ECB, 2024); Bank of England, The Bank of 
England’s Approach to Innovation in Money and Payments, Discussion Paper (London: Bank of 
England, July 2024). 



of EUR 50–100 million over five years, distributed among ten to fifteen IFCs, would fund a 

credible initial capability. 

Second, develop specialized talent pipelines combining law, computer science, and market 

microstructure. The scarcest resource in tokenized finance is not capital but qualified human 

judgment: lawyers who understand smart contracts, regulators who understand cryptography, 

and developers who understand settlement finality. Joint WAIFC-sponsored executive education 

programs, drawing on the academic networks of member centers, could address this at modest 

cost. 

Third, reframe public positioning. IFCs should present themselves not as competitors for the 

same tokenization business but as complementary nodes in a global network whose collective 

value vastly exceeds any single hub’s share. This is not altruism but strategic self-interest: the 

network effects of a connected tokenized financial system accrue first to its architects. 

6.4 For international coordination bodies 

First, endorse the ITA or a substantively equivalent framework as the reference architecture for 

tokenized capital markets. Endorsement does not require binding commitment; it requires public 

recognition that the coordination problem is real and that a modular, standards-based approach 

is the most plausible solution. 

Second, integrate tokenization metrics into the FSB’s annual monitoring of non-bank financial 

intermediation, providing the empirical basis for evidence-driven policy refinement. 

Third, establish a standing WAIFC–IOSCO working group on tokenized market standards with a 

mandate to publish harmonized principles by 2027. 

Fourth, and critically, ensure that emerging-market financial centers are full participants in 

standard-setting rather than passive recipients. Failure on this dimension would replicate the 

legitimacy deficits that have undermined earlier waves of financial globalization and would, in the 

long run, invite the emergence of rival standards developed outside the WAIFC framework. 

Inclusive standard-setting is not only just; it is strategically necessary. 

7. Conclusion 

The tokenization of real-world assets represents the most substantive re-architecting of capital 

markets infrastructure in four decades. Unlike earlier waves of crypto enthusiasm, the current 

transition is being driven by incumbents, asset managers, central banks, exchanges, sovereign 

issuers, deploying institutional balance sheets onto programmable rails. The question is no longer 

whether tokenized capital markets will emerge at scale. The question is whose standards will 

govern them, and whose legal and supervisory frameworks will command international trust. 

International Financial Centers possess the legal depth, regulatory credibility, integrated market 

infrastructure, and professional ecosystems to lead this transition. But leadership will require a 

deliberate departure from the reflex of jurisdictional competition. The Interoperable Trust 



Architecture proposed here, a Rosetta Layer of harmonized taxonomy, a federated unified ledger 

of ledgers, conditional passporting, and federated supervisory technology, offers a practical 

pathway by which IFCs, convened through the WAIFC, can collectively shape the tokenized era. 

Doing so would extend, rather than surrender, the centrality of IFCs in global finance, 

transforming them from gatekeepers of national market access into the standards-setters of a 

genuinely global, programmable capital market. 

The prize is substantial. If even the conservative end of current projections materializes, tokenized 

RWAs will constitute a multi-trillion-dollar layer of the financial system by 2030. IFCs that shape 

its architecture will entrench their relevance for the coming generation; those that do not risk 

becoming bypass nodes in a network designed elsewhere. The window for coordinated action is 

narrow, measured in a handful of years, not decades. 

There is also a deeper consideration. The history of financial innovation has repeatedly shown 

that technological transformation, when it outpaces institutional adaptation, produces instability, 

inequity, and crises of legitimacy. The derivatives revolution of the 1990s, the securitization boom 

of the 2000s, and the decentralized finance experiments of the 2020s each exemplify this pattern 

in different registers. Tokenization offers the rare opportunity to get the sequence right: to build 

institutional scaffolding ahead of, rather than behind, the market’s scaling. IFCs, collectively, are 

among the few actors with the capacity and the standing to do so. 

The WAIFC, as the institutional voice of the world’s financial hubs, is uniquely placed to convene 

this effort. Whether it does so will determine not only the competitive standing of its member 

centers but also the legitimacy, stability, and inclusiveness of the next generation of global capital 

markets. The task is neither primarily technological nor primarily regulatory; it is, at its core, a 

task of coordinated institutional imagination. IFCs have faced such moments before, at the birth 

of the eurodollar market, the electronification of exchanges, and the dematerialization of 

securities, and have met them. The present moment demands no less. 
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