Fractional Ownership of NFTs: How It Works
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Fractional ownership of non-fungible tokens allows multiple people to hold a
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share in a single NFT. Rather than one buyer purchasing an entire asset, the NFT is split
into fungible tokens — often ERC-20 tokens on Ethereum — each representing a
percentage of the underlying item. This mechanism lowers the capital barrier for
high-value assets like CryptoPunks or Bored Apes, which have historically sold for

hundreds of thousands of dollars.

How Fractionalization Works
The process typically involves locking an NFT inside a smart contract, which then

mints a fixed supply of fungible tokens tied to it. Platforms such as Fractional.art (now
Tessera) and NFTX pioneered this model. Token holders can trade their fractions on
decentralized exchanges, giving the underlying NFT a form of continuous price
discovery. The smart contract governs rules around buyouts: if a party wants to acquire
the whole NFT, they usually must meet a reserve price set by the fractional holders or

achieve a supermajority vote.

Legal and Regulatory Considerations
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Fractional NFT tokens sit in a legally ambiguous space in most jurisdictions. The

U.S. Securities and Exchange Commission has signaled that some fractionalized NFTs
could qualify as securities under the Howey Test, particularly when buyers expect
profits derived from others' efforts. Projects offering fractional shares in NFTs that
generate revenue — such as royalties from a music NFT — face stronger regulatory
scrutiny. Compliance requirements vary significantly by country, and no major

jurisdiction had issued comprehensive fractionalized NFT regulation as of early 2025.

Liquidity and Valuation Challenges
Fractionalization adds liquidity to otherwise illiquid assets, but it introduces its

own complications. The market price of individual fractions does not always reflect the
NFT's true floor or appraisal value, since speculative demand can inflate or deflate
fraction prices independently. Reassembling a fractionalized NFT into a single asset
requires buying back all outstanding fractions or triggering a buyout mechanism, which
can be expensive and logistically difficult if fractions are spread across many wallets.
Governance disputes among holders have also stalled buyouts on several high-profile

assets.

Current Use Cases and Outlook
Beyond digital art, fractional ownership is being applied to tokenized real-world

assets — real estate, collectibles, and intellectual property rights — where NFTs
represent legal ownership documents. Protocols like Uniswap v3 LP positions and
certain RWA platforms use NFT fractionalization to distribute economic rights across
investor pools. The model's long-term viability depends heavily on regulatory clarity,
improved smart contract standards, and secondary market depth. As institutional interest
in tokenized assets grows, fractional NFT infrastructure is likely to evolve alongside

broader asset tokenization frameworks.
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