
COMPARISON OF TOKENS WITH LOANS 

AND OTHER FINANCIAL INSTRUMENTS 

 

“Financial tokens” is a broad term that can refer to various types of digital or tokenized 

assets that represent ownership or value in financial markets. Tokenization is the 

process of converting these traditional financial assets into digital tokens on a 

blockchain or distributed ledger technology. Banking, insurance, and financial 

investment and savings products and bond, stock, sukuk, mutual funds etc.. Financial 

assets can benefit from tokenization for greater liquidity, transparency and accessibility. 

Here are some common types of financial assets and how they can be tokenized: 

A-Banking Products: 

Exchange-Traded Funds (ETFs): ETFs can be tokenized to enable more efficient trading and 

instant settlement on digital asset exchanges. 

Real Estate Investment Trusts (REITs): REITs can issue tokens representing ownership in 

real estate assets, making real estate investment more accessible. 

Retirement and Pension Plans: Retirement and pension funds can issue tokens representing 

participants' accounts, enabling them to track and manage their savings more efficiently. 

Cryptocurrency Investment Products: Cryptocurrency index funds and crypto-based savings 

accounts can offer tokenized investment products. 

Savings Accounts: Traditional savings accounts can be tokenized, allowing customers to hold 

digital tokens that represent their savings balance. These tokens can earn interest and be 

transferred or used for payments. 

Certificates of Deposit (CDs): CD products, which offer fixed-term deposits with interest, can 

be tokenized to make them more liquid and tradable. 

Peer-to-Peer (P2P) Lending: P2P lending platforms can tokenize loans and allow investors to 

buy and trade loan tokens. 



Remittances: Cross-border remittances can be made more efficient and cost-effective through 

tokenization. Users can convert fiat currency into tokens and send them to recipients, who can 

then convert them back into their local currency. 

Payment Cards: Tokenization can enhance the security and efficiency of payment card 

transactions, allowing for instant conversion of card transactions into digital tokens. 

B-Insurance Products: 

Life Insurance Policies: Life insurance policies can be represented as tokens, allowing 

policyholders to manage their policies, pay premiums, and beneficiaries to make claims more 

efficiently. 

Health Insurance: Health insurance policies can be tokenized to facilitate the management of 

claims, medical expenses, and payments. 

Property and Casualty Insurance: Tokenization can be used to represent property and 

casualty insurance policies, making claims processing more efficient and transparent. 

Microinsurance: Tokenized microinsurance products can provide affordable and accessible 

coverage to underserved populations. 

C- Financial Investment and Savings Products: 

Equities (Stocks): Equities represent ownership in a company. Companies can issue digital 

tokens representing shares of their stock, allowing for more efficient and transparent trading on 

blockchain-based platforms. Stocks, tokenization of traditional stake services means lower rates 

and greater investor access for companies.This process is often referred to as security 

tokenization. 

Debt Instruments (Bonds): Debt instruments, such as bonds, can be tokenized to represent 

ownership in a portion of a debt obligation. Tokenizing bonds, specifically tapping into a more 

efficient debt market for borrowing and selling.This can make it easier to trade and manage 

bond holdings. Tokenization can also involve dividing bonds into smaller, tradable units. 

Derivatives: Derivatives, such as options and futures contracts, can be tokenized to facilitate 

trading and risk management. Smart contracts on a blockchain can automate the execution and 

settlement of derivative contracts. 

Currencies (Digital and Fiat): Cryptocurrencies, including Bitcoin and stablecoins like USDC, 

are tokenized representations of digital or fiat currencies. These tokens are used for a variety of 

financial transactions. 



Private Equity: Tokenization can make it easier to invest in private companies. Instead of 

traditional share certificates, investors can hold digital tokens representing equity in private 

companies. 

Venture Capital Funds: Tokenization allows venture capital funds to create digital tokens 

representing shares in the fund. This enables greater liquidity and access for investors.  

Sukuk Bonds: Sukuk bonds, also known as Islamic bonds, are financial instruments that 

adhere to Islamic finance principles, which prohibit the charging or paying of interest (usury) and 

encourage risk-sharing.  

Sukuk bonds are structured to provide investors with a share in the ownership of underlying 

assets and a corresponding stream of profits. Tokenization, in accordance with Islamic finance 

criteria such as Murabaha and Ijara, can offer several benefits, including greater liquidity, 

profitability, and transparency.  

Here's how tokenization can enhance Sukuk bonds and other Islamic finance products: 

Greater Liquidity: Tokenization can divide Sukuk bonds and other Islamic financial instruments 

into smaller, tradable units, allowing for greater liquidity. Investors can buy and sell tokens 

representing fractions of the underlying assets, making it easier to enter or exit positions. 

Profitability: Tokenization can facilitate more efficient profit-sharing arrangements. With 

Murabaha and Ijara, investors can receive a portion of the profits generated by the underlying 

assets. Smart contracts can automate profit distribution, ensuring transparency and accuracy. 

Transparency: Blockchain technology, which underpins tokenization, provides a transparent 

and immutable ledger of all transactions. This transparency aligns with Islamic finance 

principles, which require clear disclosure and avoidance of non-halal (forbidden) activities. 

Automated Compliance: Tokenization platforms can embed compliance with Islamic finance 

criteria into the smart contracts. This ensures that transactions adhere to Shariah law, mitigating 

the risk of non-compliance. 

Accessibility: Tokenization can open up opportunities for a wider range of investors, including 

those with limited capital. Fractional ownership through tokens allows retail investors to 

participate in Sukuk bonds and other Islamic finance products. 

In summary, tokenization of Sukuk bonds, with Islamic finance principles, offering benefits such 

as greater liquidity, improved profitability, transparency, and accessibility. These innovations 

can make Islamic finance more efficient and appealing to a broader range of investors while 

ensuring compliance with Shariah law. However, it's essential to work with experts in Islamic 

finance and blockchain technology to ensure that tokenized products are structured and 

executed correctly. 



 

   

D-Financial Advantages of Financial Asset Tokenization  

Turning Illiquid Assets into Liquid Ones: Tokenization makes traditionally illiquid 

assets more liquid. For example, tokenizing assets like real estate, private equity 

investments, or art collections makes it easier to buy and sell these assets in smaller 

amounts. 

Diversification: Tokenization gives investors access to a broader range of asset 

classes and various assets, allowing you to diversify your portfolio and spread risks. 

Global Access: Investing in tokenized assets provides access to investment 

opportunities worldwide, reducing the significance of geographical boundaries. 

Fewer Intermediaries: Transactions executed through blockchain and smart contracts 

require fewer intermediaries compared to traditional financial instruments, potentially 

reducing transaction costs. 

Fast and Cost-Effective Transfers: Financial Asset Tokenization can lead to faster 

and cheaper transactions, particularly advantageous for international transfers. 

Transparent and Reliable Records: Transactions are transparent and trustworthy due 

to blockchain technology. Every transaction is permanently recorded and traceable. 

Sharing and Partnership Opportunities: Opportunities for sharing and collaboration 

among token holders can be created. For example, agreements like voting rights or 

profit sharing among token holders can be established. 

Additionally, it is possible to create tokens for financial instruments such as Bank 

Guarantees (BG), Letters of Credit (LC), Standby Letters of Credit (SBLC), and 

tokenize these guarantees. 

Which financial instrument can be financed more quickly can depend on the type of  

investment, market conditions, and the investor's objectives. 



 

Using tokens as collateral in construction or infrastructure projects has advantages and 

disadvantages compared to traditional collateral methods: 

Advantages: 

• Faster and Digital Transactions: Tokenized collateral operates digitally, 

replacing traditional paper-based collateral. This can speed up transactions and 

save time. 

• Lower Costs: Printing, distributing, and storing paper collateral can be costly. 

Tokenized collateral can reduce these costs. 

• Collaborative and Global Transactions: Tokens can facilitate international 

transactions with more flexibility. Project investors or collateral providers can be 

located in different geographic regions, and tokens can be easily transferred from 

anywhere in the world. 

• Transparent and Traceable Transactions: Tokenized collateral transactions 

can be transparent and traceable on the blockchain, allowing all relevant parties 

to monitor transaction status. 

Disadvantages and Risks: 

• Regulation and Legal Compliance: Regulating tokenized collateral can be 

complex, with different regulatory requirements in each country or region. 

• Technology Risk: Tokenization processes rely on technology, introducing the 

risk of security vulnerabilities or technical issues. 

• Value Fluctuation: Crypto or digital tokens can experience value fluctuations, 

which may affect the value of collateral. 

• Acceptance Issue: There is a risk that tokenized collateral may not be accepted 

by the counterparty or regulators. 

In summary, tokenization of financial instruments, stocks, sukuk bonds, 

investment funds and portfolios offer great advantages such as greater 

liquidity, increased profitability, transparency and accessibility. 
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