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Tokenisation — issuing or representingé iancia ets as digital tokens — is reshaping
the financial ecosystem globally. F urope, it is & gial to embrace this technological
revolution to bolster its strategigfitonomy and comp¥_sveness. Europe enters this
transition with key advantaggéva trusted monetary systew#anchored by a credible and
independent central bank@d a strong banking sector, a ros it regulatory framework,
and a financial safety puilt to withstand cross-border stress® mlidifying Europe's path
forward hinges on orcing these pillars and adapting them to fG&§ g innovation
imperatives.

Tokgfiisation holds promise for financial serviceS@f the

recent growth has leveraged the widespread adoption of distributed ledger

technology (DLT), although alternative technical solutions exist. With the elimination of
layers of reconciliation and the introduction of smart contracts, tokenisation enables near-
instant transfers, supports programmable settlement, and makes traditional financial
assets divisible. This removes transaction costs and broadens access to financial
services. While the potential advantages abound, the technology, infrastructure, risks,
and use cases are ever evolving. The policy frame must keep up.

Tokenisation produces a myriad of asset types, each with its own settlement venue, trust
anchor, risk profile, and specific use cases. Policy and regulatory priorities, existing
market infrastructures, and market competition jointly shape their paths of development.

1 | Blog | May 2026



https://www.esm.europa.eu/profile/gong-cheng
https://www.esm.europa.eu/profile/stefano-finesi
https://www.esm.europa.eu/profile/nicoletta-mascher

e StablecG 11 for instance, sit mostly on public blockchains and ost relevant
as an on-che nit of account and for real-time cross-borde sfers. But the
currency substic. #on risk could destabilise economies witht caker institutional
foundations.

Tokenised deposits, b atrast, run on bank-spe rails and lean on the existing
banking network. This builc st but current ers only limited interoperability.

Central bank digital currencies a or tr central bank money, thus playing a
unique role in the tokenised ecosy: strong institutional guarantees — notably
central bank independence and thg® =i went function of central bank money —
underpin price stability and en hat diii._wnt forms of money remain
interchangeable and at par n a jurisdictic

Tokenisation of other fif icial assets, such as gove yment and corporate bonds,
precious metals, etgt proves transparency and divisi_ ity of financial products,
broadening finar access, risk-sharing, and inclusion. European Central
Bank’s recent eptance of DLT-based collateral, alongside. weper capital-market
integratiop urope, could further accelerate the developmen okenised bonds.

While tokef# “ed assets come in many forms, Europe’s bank-centric financic, svstem
remaing’ “decisive factor in driving their adoption and market evolution. Long-& wding
cliegt zlationships within the banking system carry trust into tokenised finance. B
remain natural front-line players in the design and governance of tokenised
struments. In Europe, a bank consortium is preparing euro stablecoin issuance. Ban
are also accelerating the adoption of tokenised deposits and strengthening

procedures could translate naturally into the tokenised world, facilitating the set-up of
proper safeguards against illicit crypto uses.

... but requires preparation for emerging risks

Tokenised finance introduces new dimensions of risk and contagion that the pre-existing
traditional framework was not built to monitor. Three new pockets of risks stand out.

New risk points emerge along the chain.
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Decentralised"_ msensus introduces its own coordination risk becausgf .idators may fail
to align and conge. on pushes users to cheaper chains, deepeni agmentation (Shin,
2026). Cross-chain i mes, the workaround for fragmented blogt “hains, are vulnerable
to hacks, with mounting™, »ancial losses.

Tokenised instrumentsiaspecially thogf on public blockchains,
are borderless by design.

This makes the traditional jurisdiction-basg¢ = bproach to supervision obsolete (Adrian,
2026). An example, in the context of st ‘ccorn_ s the feasibility of the so-called ‘multi-
issuance scheme’, in particular ho ebalance ablecoin issuer’s reserves across
jurisdictions in distress when the e coinis held & ers across multiple legal
regimes. International coordipf 'on on this question is si_ mending.

Tokenisation bri€ys a new temporal dimensio

An expansion g¢ ‘nancial markets that run 24/7 across borders with p ammable

redemptio make runs faster and more synchronised than in the pas witnessed

in the 20 ilicon Valley Bank episode. A crisis can unfold far more quickly <y crisis-

mana ent timelines were designed to handle. Real-time transactions also st a4

opd tional capacity for processing and settlement and for compliance controls, sut
I-money laundering, applied at onboarding and redemption

Europe has key strengths to deliver on both innovation
and financial safety

Europe enters this transition with an existing foundation to build upon and preparatory
steps already taking shape on three tracks: regulatory, infrastructural, and the crisis
architecture itself.

Track 1 — regulation
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Europe has ali"_ iy built a comprehensive foundation through key copf Jnents, such as
the introduction G monised European Union (EU) market rules f£ Crypto assets (the
Markets in Crypto As¢ s Regulation or MiCAR) and a regulatogt ‘andbox framework for
DLT-based market infra tures (the DLT Pilot Regime).[2] next phase, calibration,
ensures regulations work fC. hcalable innovation while prg ing financial stability,
market integrity, and consume. xotection. The MiCAR iew scheduled for 2027 and the
proposed Market Integration Pack % are opportup to clarify existing gaps and
facilitate broader adoption of DLT. At tional maf dres could include introducing a
common definition of tokenised depositst W& Lsanking legislation and assessing whether
divergences in national legal frameworks ‘cable to DLT may be further harmonised,
laying the foundation for greater stand atic d interoperability.

Track 2 — infrastructurg

The European monetar, tem is built upon an independent aatral bank backed by
well-regulated bank e Eurosystem’s comprehensive payme ategy sets out the
pillars of future p ent rails and places central bank digital currenc, work at the core,
complementegt ; private settlement assets. Further integration of TAR Instant
Payment 2ment inside Europe and with other major jurisdictions, and onnection
with ma DLT platforms, will also enhance the payment infrastructure, nece_sary for
furthg® Levelopment of digital finance market. A few initiatives within the Eurosys. »

as Project Ponte, have been taking shape on that front.

Crisis prevention and resolution are at the core of the ESM’s mandate. A tokenised
financial system needs a tokenised financial safety net, especially one that is tailored to
the varying transaction speeds. Three lines of work suggest themselves and could feed a
research and policy agenda for crisis preparedness across institutions with a crisis
prevention and resolution mandate: first, liquidity arrangements linked to smart-contract
triggers, giving participants predictable access at higher frequency and shorter horizons
across ledgers; second, the operational design of crisis disbursements in central bank
digital currency, including conditionality and communication mechanisms embedded in
code rather than, or alongside, loan covenants and traditional decision making; and third,
deeper global coordination for contagion that crosses borders and ledgers, a dimension
the existing global financial safety net was not designed for.
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Tokenised fina & is expanding rapidly, and foreign firms — already dgf “ant in traditional
payment rails — ai. mow leading the infrastructure and application okenisation from
stablecoins to token deposits. This narrows the window for i "Ope to shape its own
path, preserve strategi onomy, and ensure that its finang afety net evolves in step
with this transition. The nex ess event in a tokenised E€ Spe will not wait for drawn out
adjustments to the safety net. . g time to update the g toolkit for the tokenised era is
now, with all the new risk dimens and evolving nology in mind. Tokenisation will
be safe in Europe because Europe av ans it tod ', not by accident.
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Footnotaf:

[1]ATe published ESM discussion paper analyses the economic functions of st Jscoins,
their i€ ) regulatory approaches and how stablecoins compare with other payment and fing_ jial
instt lients.

Respectively, Regulation (EU) 2023/1114 on Markets in Crypto-Assets (MICAR) and Regulatio
(EVU) 2022/858 on a pilot regime for market infrastructures based on distributed ledger technology (
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