Tokenizing Real-World Assets: How It Works and Why
It Matters
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Real-world asset tokenization is the process of representing ownership rights to
physical or financial assets—such as real estate, commodities, bonds, or private
equity—as digital tokens on a blockchain. Each token corresponds to a defined share of
the underlying asset, and smart contracts govern the rules around transfer, dividend
distribution, and redemption. The result is a programmable ownership record that can be

traded or settled without intermediaries like clearinghouses or transfer agents.

What Gets Tokenized and How
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The assets most commonly targeted for tokenization fall into a few categories. Real

estate is prominent because property ownership is illiquid by nature; tokenizing a
commercial building lets investors buy fractional stakes worth thousands of dollars rather
than millions. U.S. Treasury bills have emerged as another major category: firms like
BlackRock and Franklin Templeton have launched on-chain money market funds,
allowing institutions to hold tokenized T-bills as collateral in decentralized finance
protocols. Private credit, infrastructure debt, and commodities such as gold also have
active tokenization programs. The technical process typically involves a legal
entity—often a special-purpose vehicle—that holds the underlying asset, while tokens are
issued on a public or permissioned blockchain like Ethereum, Stellar, or Polygon and

linked to that entity's ownership structure.

Legal and Settlement Infrastructure
Tokenization does not eliminate legal complexity; it shifts where that complexity

lives. Investors still need enforceable claims against the underlying asset, which means
the SPV structure, jurisdiction of incorporation, and regulatory status of the token issuer
all matter as much as the blockchain mechanics. Many jurisdictions require tokens to be
classified as securities, subjecting issuers to registration requirements or exemptions.
Switzerland's DLT Act, the EU's MiCA framework, and Singapore's MAS guidelines
have each created pathways for compliant issuance. On the settlement side, atomic
settlement—where token and payment transfer simultaneously on-chain—reduces
counterparty risk compared to traditional T+2 equity settlement, but requires stablecoins

or central bank digital currencies to function as the payment leg.

Market Size and Adoption Constraints
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Boston Consulting Group estimated in 2022 that tokenized illiquid assets could

reach $16 trillion by 2030, though actual figures remain far smaller. As of early 2025,
tokenized real-world assets on public blockchains totaled roughly $10-15 billion,
concentrated heavily in tokenized government securities. Adoption is constrained by
several structural problems. Secondary market liquidity for tokenized assets is thin; a
token representing a share of a Polish logistics warehouse is difficult to sell quickly
regardless of its on-chain transferability. Custody standards for institutional holders are
still maturing, and interoperability between different blockchain networks remains
fragmented. Regulatory clarity on cross-border token transfers is absent in many
jurisdictions, making it difficult for global investors to participate without legal exposure.

Despite these obstacles, tokenization is advancing because the efficiency gains in
settlement, transparency in ownership tracking, and access to fractional ownership are
concrete and measurable. The infrastructure being built now—custodians, legal templates,
interoperability protocols—will determine how quickly the market can scale beyond its
current concentrated base in government debt.
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