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Introduction

Tokenization of Real World Assets (“RWA”) is a pivotal fintech evolution leveraging
on blockchain technology.

Hong Kong has positioned itself as a global leading marketplace in the tokenization of
RWA and reaffirming its aspiration to act as hub of digital assets (“DA”) through the
innovative LEAP framework as set out in the second policy statement (“Policy
Statement 2.0”) issued on 26 June 2025.

What is tokenization

In gist, tokenisation refers to the creation of blockchain-based tokens that represent
ownership in certain assets and/or rights.

Securities token and tokenization of RWA

Securities token means the creation of blockchain-based tokens that represent
ownership in securities. Tokenised securities can then be recorded digitally on the
blockchain, offered directly to end-investors by way of distributed ledger technology
(“DLT”).

The Securities and Futures Commission of Hong Kong (“SFC”) is of the view that
tokenised securities are fundamentally traditional securities with a tokenisation wrapper.

In essence, tokenised securities are securities as defined in section 1 Part 1 of Schedule
1 to the Securities and Futures Ordinance (Cap. 571) (“SFO”) which uses DLT or
similar technology as the underlying technology. Thus, it is the SFC’s position that it is
not necessary to prohibit intermediaries from offering securities token to retail clients
and that the prevailing rules, codes and guidelines applicable to traditional securities
may suffice to regulate tokenized securities, including the prospectus regime under the
Companies (Winding up and Miscellaneous Provisions) Ordinance (Cap. 32) as well as
the offers of investments regime under Part IV of the SFO.

While the SFC’s prevailing regulatory framework focuses on issuance of tokenized
securities (e.g. green bonds) and activities, it may also evolve and extend to provide
regulatory framework for tokenisation of other RWA.

Tokenization of RWA is the process of converting rights to and in a physical or digital

asset into a digital token on a blockchain. The tokenization process may create either
fungible tokens or non-fungible tokens. While fungible token is readily exchanged,
non-fungible token represents unique asset. Tokenization of RWA is also one of the
most important and dynamic applications of blockchain in Web3.0.




It is worth noting that many types of RWA could be tokenized. The following is a list
of non-exhaustive examples:

e Real estate;

e Commodities (e.g. gold);
e Art and collectibles;

e Natural resources; and

e Industrial infrastructure.

Pros and Cons of Tokenized RWA

The pros and cons of RWA tokenization include, without limitation, the following:-

Pros Cons

Fractional ownership No outright legal recognition
Enhanced accessibility Regulatory unpredictability
Higher liquidity Complexity

Costs effectiveness Price volatility

Faster transaction speed Custodial risks

Takeaway of Hong Kong's new tokenization policy

The Policy Statement 2.0 has outlined a roadmap to broaden the scope of RWA eligible
for tokenization and their applications. In particular, the Policy Statement 2.0 reveals a
vision for a trusted and innovative DA ecosystem with priority given to risk
management and investor protection.

As per the Policy Statement 2.0, Hong Kong will adopt the LEAP framework to develop
RWA tokenisation. LEAP stands for:

e Legal and regulatory streamlining;

* Expanding the suites of tokenized products;

e Advancing use cases and cross-sectoral collaboration; and

e People partnership development.

The Policy Statement 2.0 has further explained the LEAP framework as below:-

Legal and regulatory streamlining: Hong Kong is establishing a comprehensive and
unified regulatory framework for DA service providers, including DA exchanges,
stablecoins issuers, DA dealing service providers and DA custodian service providers.
The SFC will be the leading regulatory authority for the upcoming licensing regimes
for DA dealing service providers and DA custodian service providers. Further, the
Financial Services and the Treasury Bureau coupled with the Hong Kong Monetary




Authority will be spearheading a holistic legal review to facilitate the tokenisation of
RWA and financial instruments and streamline the legal and regulatory landscape.

Expanding the suites of tokenized products: In addition, Hong Kong will regularise
and engineer the tokenisation of RWA to enhance liquidity and accessibility. It will also
promote the tokenisation of a broader range of RWA and financial instruments.

Advancing use cases and cross-sectoral collaboration: The implementation of the
licensing regime for stablecoin issuers on 1 August 2025 will facilitate the development
of real-world use cases. Hong Kong is also fostering collaboration among regulators,
law enforcement agencies and technology providers for development of DA
infrastructures.

People partnership development: Further, Hong Kong is strengthening talent
development and partnering with industry and academia with a view to positioning
itself as a centre of excellence for DA knowledge-sharing and international co-
operation. It is also planned to build a sustainable talent pool through cultivating a new
generation of entrepreneurs, researchers and technologists.

As a “super-connector” between the PRC and the international market, Hong Kong is
now becoming a key proving ground for tokenization of RWA.

This explanatory note is not, and should not be regarded as a legal advice. In case of doubt, please consult your

legal adviser to seek specific advice. Should you have any queries, please contact our partner, Mr. Lawrence Yeung at (852)
2854 3070 or by email at lawrence.yeung@ycylawyers.com.hk.
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