Tokenizing Real-World Assets: How It Works and
Why It Matters
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Tokenizing real-world assets means converting ownership rights in physical or
financial assets into digital tokens recorded on a blockchain. The underlying asset can
be a piece of real estate, a corporate bond, a commodity like gold, a private equity stake,
or even a receivable. The token represents a claim — fractional or whole — on that
asset, and the blockchain acts as the authoritative ledger of who holds what.

How Tokenization Works

A typical tokenization process starts with legal structuring. An issuer wraps the
asset inside a special-purpose vehicle or trust so that token holders have a legally
enforceable claim. A smart contract then governs issuance, transfer rules, and
distributions such as interest or rent. Custody of the underlying asset stays with a
regulated custodian, while the token trades or settles on-chain. Standards like ERC-3643
on Ethereum add identity and compliance checks directly into the token logic, allowing

transfers only between verified wallets.

The Market as It Stands
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By early 2025, the tokenized asset market had grown to roughly $15 billion in

on-chain value, excluding stablecoins. Tokenized US Treasury products led that growth,
with platforms such as BlackRock's BUIDL fund and Franklin Templeton's FOBXX
accumulating billions in assets under management. Real estate and private credit
followed. Institutional players drove most of the volume, drawn by faster settlement —
often reducing the traditional T+2 cycle to near-instant — and the ability to use

tokenized bonds as collateral in DeFi protocols without manual intervention.

Key Risks and Open Problems
Legal recognition is inconsistent across jurisdictions. A token that confers

ownership under one country's law may be treated as an unregistered security or have no
legal standing at all in another. Liquidity is thinner than it appears on paper: secondary
markets for tokenized private assets remain fragmented, and bid-ask spreads can be
wide outside of Treasury products. Oracle risk is another concern — the on-chain token
is only as reliable as the off-chain data feed that reports the asset's value or confirms that
it still exists. Smart contract bugs, while less common in audited code, can permanently

lock or misdirect funds.

Where the Technology Is Heading
Interoperability is the near-term focus. Projects like the Canton Network and

various central bank digital currency pilots aim to let tokenized assets move across
multiple blockchains and settle against digital cash atomically, eliminating counterparty
risk at the moment of exchange. Regulators in the EU, under MiCA and the DLT Pilot
Regime, and in Singapore under MAS guidance, are building frameworks that could
give tokenized securities the same legal footing as their traditional equivalents. If those
frameworks mature and secondary liquidity deepens, tokenization could materially
reduce friction in markets — such as private credit and infrastructure debt — that have
historically been accessible only to large institutional investors.

Read more articles: bip39-phrase.com/smart-contract-evm-what-it-is-and-how-it-works/
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For reference, 90 sample BIP39-style phrases are printed below, each combining
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