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Matthew Thomson-Ryder
Capital Markets Division
Financial Conduct Authority
12 Endeavour Square
London E20 1JN

Submitted via email to: tokenisedsecurities@fca.orqg.uk

Re: Call for Input on The future of tokenisation: A joint vision from the authorities for
UK wholesale financial markets (Tokenisation Cfl)

Dear Sir or Madam,

The Investment Company Institute (ICI)" appreciates the opportunity to provide feedback on the
Call for Input on The future of tokenisation: A joint vision from the authorities for UK wholesale
financial markets issued by the Financial Conduct Authority (FCA) and the Bank of England
(BoE).2 ICI's mission is to strengthen the foundation of the asset management industry for the
ultimate benefit of the long-term individual investor. Our members have significant experience
and expertise in serving more than 125 million retail investors in jurisdictions around the world,
including in the United Kingdom (UK). These investors rely on regulated funds, like UK and EU-
domiciled UCITS, to achieve important financial goals, including saving for retirement and
education. By supporting the financial health and wellbeing of individual investors, the asset
management industry contributes to economic growth by investing client assets in capital
markets, providing a critical source of long-term stable funding for companies and projects.

Tokenisation, though still emerging, holds considerable promise—not merely as an operational
modernisation of existing securities infrastructure, but also as something potentially more
transformative. By enabling regulated financial products to operate within programmable,
internet-native environments, tokenisation may fundamentally change how investors access,

" The Investment Company Institute (ICl) is the leading association representing the global asset management
industry in service of individual investors. ICl members are located in Europe, North America and Asia and
manage fund assets of $58.5 trillion, including UCITS, mutual funds, exchange-traded funds (ETFs), closed-end
funds, unit investment trusts (UITs) and similar funds in these different jurisdictions. ICI has offices in Brussels,
London, and Washington, DC.

2 The Tokenisation Cfl is available at https://www.fca.org.uk/publication/call-for-input/future-tokenisation-joint-
vision-authorities-uk-wholesale-financial-markets.pdf.
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hold, transfer and utilise financial assets. In this respect, tokenisation may evolve the distribution
architecture and user experience through which financial products and services are delivered
and used.

ICI and its members continue to explore and assess how tokenisation may be integrated into
asset management and the impacts it could have for investors and other market participants.
By some estimates the value of tokenised real-world assets has grown from approximately $2.7
billion to over $30 billion in just two years,® and all indications are that tokenisation will
accelerate.

ICI strongly supports efforts to integrate tokenisation into financial markets in a manner that
harnesses its benefits while prudently managing associated risks. Effective regulation remains
indispensable to asset management, but it must be fit-for-purpose, workable and adaptable to
technological innovation if it is to foster, rather than impede, the type of innovation and
competition that ultimately benefits investors.

To help foster greater understanding about tokenisation and guide the implementation of an
effective regulatory framework, the ICI will be publishing a White Paper in July of 2026 focused
on addressing the tokenisation of securities from the perspective of asset management and
asset managers, with particular emphasis on key implications and opportunities for registered
investment funds and their investors.# For asset management, tokenisation operates on two
primary levels: the tokenisation of shares offered by investment funds, such as mutual funds and
ETFs; and the tokenisation of the assets in which investment funds invest on behalf of their
investors.

With respect to the Tokenisation Cfl, ICI’s response is focused on Question 2: “Do you agree
with the vision and regulatory principles we have set out in this paper?” and consists of two parts:
feedback on the specific principles set out in the Tokenisation Cfl and ICI’'s broader
recommendations on regulatory principles for policymakers to consider as they integrate
tokenisation into capital markets.

We look forward to continuing to engage with the FCA and BoE as implementation of the UK'’s
regulatory framework for tokenisation progresses, and as we continue to evaluate and advocate
on the opportunities and obstacles presented by tokenisation for the asset management
industry.

3 Analytics on Tokenized Real-World Assets, RWA.xyz, https://www.rwa.xyz/ (as of June 18, 2026).

4 As ICI's White Paper will be published after the conclusion of the Tokenisation Cfl deadline, we are submitting
our initial response now and will provide a copy of the White Paper to the FCA once it is published.
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Feedback on the principles set out in the Tokenisation Cfl

We support the FCA and BoE approach of considering where tokenisation may create novel
challenges and presenting, at this juncture, a set of preliminary principles and operational
considerations that will guide any future policy or regulatory adjustments. We broadly believe
that the eleven articulated principles are sensible and will form a sound basis for further work.
We explain our perspective on a handful of the principles in more detail below.

Additionally, we encourage the FCA and BoE to consider international interoperability as a
strategic objective from the outset as the decisions made today will shape whether future
interoperability between major markets such as the UK, EU and US is achievable. Maintaining
a strong focus on regulatory compatibility and common standards could help reduce future
market fragmentation, lower operating costs, support more efficient cross-border capital flows
and improve access to global capital markets.

Paragraph 3.7 — To ensure the cleanliness of markets, concepts like Know Your Client (KYC),
anti-money laundering (AML) and sanctions implementation should be maintained.

We agree with the position that standards for AML and counter-terrorism financing must be
maintained, and that, when using global tokenised infrastructures, firms must be able to confirm
and demonstrate compliance with money laundering regulations in the UK as well as relevant
foreign regimes. In tokenised markets, digital identity and data infrastructure will be central to
supporting identity verification, permissions, privacy controls and compliant cross-border data
sharing. KYC/AML frameworks will need to adapt to tokenised and wallet-based environments,
such as through the incorporation of embedded compliance tools like wallet-level controls,
screening and transfer restrictions. In order to support regulated distribution at scale, the
framework will require portability of due diligence and clear allocation of regulatory
responsibilities across transaction chains.

Paragraph 3.9 — The risks of some non-natively issued tokens need to be addressed.

We believe that it is necessary for different types of tokenised instruments to be clearly
identifiable and the specific risks associated with those instruments to be fully disclosed. This
can and should be accomplished without stifling innovation and adoption. In particular, it is
important to distinguish between tokenised price representations and tokenised ownership of
the underlying asset. While price-reference tokens support innovation overall, investors receive
a platform token rather than a share or unit in the actual fund or ETF, and that distinction has
important implications for liquidity, transparency and market integrity. As tokenisation of assets
matures, it is necessary to fully consider the impacts of different types of tokenised instruments
on the marketplace.

Paragraph 3.16 — Fragmentation of liquidity must be minimised.

We agree that a lack of interoperability could facilitate liquidity fragmentation, and that
fragmented liquidity could significantly diminish the benefits of tokenisation in capital markets
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and potentially introduce additional risks. While initiatives like collateral tokenisation or DIGIT
can play an important role in modernising liquidity market infrastructure, technological, legal and
economic interoperability is crucial to ensuring that existing liquidity is not split across tokenised
and non-tokenised assets, different tokenised versions of the same security and between UK
and international infrastructure. Continued analysis and exploration of solutions to address
potential liquidity fragmentation in a manner that does not introduce unintended consequences
(e.g., the risk of regulators selecting “winners”) should be undertaken.

Paragraph 3.17 and 3.18 — Requlators will be neutral between DLT and non-DLT, and different
types of DLT.

We believe, as do the FCA and BoE, that a technology-neutral approach should prevail, with
regulatory treatment grounded in the risks and mitigants of the underlying activity and product.
To preserve market confidence and avoid fragmentation between traditional and digital markets,
tokenised assets should be regulated according to their underlying economic characteristics, not
their form. Interoperability between tokenised and non-tokenised systems will be essential to
connect existing infrastructure with emerging digital rails and prevent the development of parallel
liquidity pools. In short, regulatory reform should be guided by the principle of “same risk, same
regulatory outcome.”

Paragraph 3.19 — Wholesale settlement should remain anchored in central bank money.

In our view, digital access to central bank money is a critical enabler for wholesale settlement,
and efficient, reliable and interoperable forms of digital cash are needed for tokenised markets
to scale. Availability of regulated on-chain settlement assets to support delivery versus payment
(DVP) is therefore a prerequisite. This includes access to programmable settlement in central
bank money (wholesale CBDC), tokenised commercial bank deposits and regulated private
money instruments such as FCA/BoE regulated systemic and non-systemic stablecoins.

Because digital forms of money serve varying functions across different use cases, we support
a plurality of approaches. However, we agree with the overall proposition that central bank
money (via wholesale CBDC) should remain a key anchor of trust that underpins the financial
system, while regulated forms of private digital money, including stablecoins, can play a
complementary role in supporting scale and innovation. For this reason, the BoE Real-Time
Gross Settlement system should continue to evolve to enable programmable settlement and
enable new forms of regulated digital money for wholesale settlement. Progress here will be key
to enabling atomic or near real-time settlement and broader wholesale market adoption.

Recommendations on regulatory principles for policymakers

As the FCA and BoE, as well as policymakers around the world, continue to consider how best
to integrate tokenisation into capital markets and the most appropriate and effective regulatory
framework, ICI respectfully recommends that the following principles, drawn from ICI’s
forthcoming White Paper, guide that effort. These principles are designed to preserve investor
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choice and promote a fit-for-purpose, workable and adaptable regulatory framework that fosters
innovation and competition for the ultimate benefit of investors.

Embracing Innovation.

For decades, technological and financial product innovation has transformed capital markets—
driving greater market transparency and efficiency, reducing transaction and other investment-
related fees and costs and expanding market access for investors, including retail investors.
Financial regulators should embrace innovation, including blockchain-based tokenisation and
both public and private blockchain infrastructure, while remaining attentive to potential risks. The
responsible integration of innovative technologies into financial markets offers considerable
promise to promote growth and opportunity in the years ahead.

Investor Choice and Competition.

Capital markets are strongest and most successful when they accommodate investors’ diverse
interests and preferences and encourage competition among market participants. Not every
investor—whether retail or institutional—wants to invest the same, hold their securities the same
or trade the same. That is why investor choice is so valuable. And competition is a lynchpin in
ensuring that investors have options and that the quality of markets and financial products and
services steadily improves. Accordingly, regulators should ensure that informed investor
choice—powered by competition—is fostered. Investor preferences inevitably vary—for
example, some may prefer decentralised, automated or self-directed platforms; others may
prefer more traditional financial products and services; and others may prefer a blend of both.
Different investors may also view and experience the benefits of tokenisation differently, and
tokenisation can take different forms. The regulatory environment should be technology-neutral
and should not purposefully favor or burden a particular technology, business model or
distribution channel, but should instead promote competition, with the marketplace deciding what
ultimately prevails.

Fit-for-Purpose Workable Requlation.

The technology used to engage in an activity may not in-and-of-itself change the fundamental
nature of that activity. However, regulatory requirements should be fit for purpose, practicable
and workable. That means a willingness to adapt regulation in light of technological innovation,
such as uses of blockchain across capital markets and asset management. In fact, regulators
should recognise that tokenisation can provide new ways of managing risk, promoting
compliance and engaging with investors. Regulators should be cautious not to regulate
technology itself but to be guided by how technology is used, as well as the potential benefits
and costs of integrating any new technology.

Foundational Goals.

Even as exact regulatory frameworks and requirements may need to adapt to encourage the
development and integration of blockchain technology through tokenisation, key principles that
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underpin the success of financial markets—and that often are the core goals of regulation—
should still be advanced. Investors should continue to have material information to make
informed investment decisions; investors’ assets should continue to be safeguarded from theft
and misappropriation; conflicts of interest that can harm investors should continue to be
disclosed, mitigated and managed; fraud, insider trading and market manipulation and other
abuses should continue to be rooted out; companies should continue to have ample opportunity
to raise capital, and investors should continue to have ample opportunity to invest; and capital
market liquidity, efficiency, integrity and price formation should continue to be priorities. A
regulatory environment that is conducive to these objectives and recognises that these goals
may be accomplished in different ways using blockchain or other technologies can promote a
dynamic marketplace for the long term.

Tokenisation Models and Informed Investors.

A common priority of securities laws across jurisdictions is to promote investor protection and
ensure that investors have the material information needed to make informed investment
decisions. Disclosures typically concern the economic, risk and governance attributes of a
particular investment, buttressed by the antifraud provisions that underscore the importance of
disclosure accuracy. While the word “tokenisation” has a general meaning—digitally
representing interests in assets onchain—various models of tokenisation exist, each affording
the owner of the tokenised asset a specific collection of rights, title and interests. Depending on
the tokenisation model, tokenisation may create an asset distinguishable from the underlying
securities, and certain tokenisation models do not necessarily require the issuer of a security to
agree to the tokenisation of its securities by an unaffiliated third party. disclosures that help
investors appreciate the different implications of different tokenisation models, including the
presence or absence of issuer consent or sponsorship. Potential investor confusion should be
addressed through unambiguous and specific disclosure explaining applicable tokenisation
models. This is particularly relevant for third-party tokenisation models if marketed in a way that
implies an issuer’s involvement or endorsement of a tokenised investment product if, in fact,
there has been no such issuer involvement or endorsement.

Requlatory Adaptation and Aqility.

Inflexible regulation fashioned for a different era can stifle technological innovation to investors’
detriment—not only because existing regulatory requirements and longstanding interpretations
may be poorly suited to new technology, but also because of uncertainty concerning what
regulation applies in the first place. One way to promote state-of-the-art regulation is for
regulation to be more principles-based rather than prescriptive, and for regulators to be agile in
the face of innovation like tokenisation. In turn, regulators should provide the requisite clarity so
that market participants have fair notice of their regulatory obligations and can take appropriate
steps to comply. Regulatory clarity fosters competition, ultimately benefiting investors.
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Orderly Technological Integration.

Integrating blockchain technology into capital markets should be permissive rather than
mandatory. To whatever degree regulators support or enable tokenisation, it is important to bring
a pragmatic lens that acknowledges what needs to be accomplished when a major technological
change occurs. To reduce operational risks that could arise if the marketplace is disrupted too
abruptly, regulators should allow for the orderly integration of blockchain technology, but without
unwarranted delays or prescriptive mandates that could have the unintended effect of
discouraging innovation and competition.

* * *

We appreciate the opportunity to provide feedback on the Tokenisation Cfl. If you have any
questions, please contact me at tracey.wingate@ici.orgq or Eva Mykolenko at
emykolenko@ici.org.

Sincerely,
/sl Tracey Wingate
Tracey Wingate

Chief Global Affairs Officer
Investment Company Institute
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