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Participant Guide

Tokenised Money: Aligning Policy to Enable Cross-Border Use
Thursday, 16 July 2026
10:00am - 12:00pm
Monash University Malaysia

Welcome
This session has been developed by the EPAA Tokenised Money Working Group to understand what needs
to be in place for different tokenised money solutions to work together across borders.

Rather than debating tokenised money in theory, participants will explore what interoperability really
means by following a cross-border payment step by step.

The discussion begins with a payment. The objective is to identify where that payment breaks as it moves
between two different systems, and what those break points tell us about the interoperability challenges
that still need to be solved.

The discussion is conducted under the Chatham House Rule, encouraging participants to share practical
experience and challenge assumptions openly.

What to Expect
The session is built around a practical cross-border payment scenario.
The Importer's Request for an Alternative Way to Pay

Participants will run the same payment on both rails and watch where each one stops. The full
walkthrough will consider who issues the value, who converts it, who settles it, who carries the regulatory
responsibility, and who ultimately receives the funds.

The aim is not to solve every challenge, but to identify where the most significant barriers occur and which
should be prioritised.

Session Agenda

Time Activity

10:00-10:05 Welcome and workshop overview
10:05-10:15 Setting the Scene

Use Case Presentation and Interoperability
10:15-10:40 . .

Dimensions
10:40-11:10 Facilitated breakout discussions
11:10-11:30 Report back
11:30-11:55 Synthesis and the Forced Choice

11:55-12:00 Closing reflections and next steps
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The Conversation

Use Case Presentation

The Importer's Request for an Alternative Way to Pay_

A Malaysian importer asks its bank for an alternative way to pay its overseas supplier using either a stablecoin
or a tokenised deposit. The supplier is based in Indonesia. The bank has never processed a payment like this
before.

Ringgit to Rupiah

The exporter invoices in ringgit and wants spendable ringgit. It isn’t changing its bank, its systems, or its
instruments for this payment. Whatever rail is chosen has to work without the receiving side changing anything.
Can the bank say yes? Which dimension gives way first, and does the answer change with the instrument?

Interoperability Dimensions

As the payment moves through the corridor, participants will assess six interoperability dimensions:
Addressing

Messaging

Conversion

Settlement

Security & Risk

Legal & Compliance

The objective is to identify where the most significant barriers occur and what those barriers tell us
interoperability needs to enable.

Questions to Consider
* Where does the payment break first?
* Where is the next significant barrier?
* What does this tell us interoperability needs to enable?
¢ If only one interoperability dimension could be addressed before 2030, which would have the greatest
impact, and why?

There are no right or wrong answers. The purpose is to understand different perspectives and identify
where views diverge.

Breakout Discussions
Each group will work the same payment on both rails.

The breakout discussion should stay close to the scenario. Participants are not being asked to design the
ideal future-state stablecoin, tokenised deposit or regulatory framework. If nothing works in the corridor
as described, that absence is itself a break point. The task is to name the dimension where the break
occurs and move on.

If the discussion gets stuck on 'it's really a governance problem’, that is valid, but it should be parked
deliberately. Governance is how any dimension gets fixed, not where the payment breaks. Groups should
flag governance issues for the debrief and return to the payment flow.

Report Back
* The primary and, if relevant, secondary break point.
* What the discussion tells us interoperability needs to enable.
* Which interoperability dimension should be prioritised first, and why.
* Any areas where the group reached different conclusions.
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The Forced Choice
If only one interoperability dimension could be addressed before 2030, which would have the greatest
impact, and why?

This discussion is designed to move from identifying barriers to establishing practical priorities for future
industry collaboration.

Workshop Outputs

Identify where the payment breaks first across both tokenised deposits and stablecoins.
Identify any secondary break points that materially affect the payment.

Develop a clearer view of what interoperability needs to enable in a real cross-border corridor.
Determine which interoperability dimension should be prioritised first.

Capture areas where participants disagree or where views diverge.

Inform the next phase of the EPAA Tokenised Money Working Group.
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Executive Summary

Tokenised money is emerging as one of the most significant developments in the evolution of digital
payments. Governments, central banks, commercial banks and payment providers are increasingly
exploring how tokenised forms of money can support faster settlement, programmable payments and
more efficient cross-border commerce. Yet while technical innovation continues to accelerate, policy,
regulatory and interoperability challenges remain substantial.

The papers prepared by and for the EPAA Tokenised Money Working Group argue that the central
challenge is no longer whether tokenised money will exist, but how different forms of tokenised money
will coexist and interoperate across jurisdictions, payment systems and commercial use cases. The
discussion has therefore shifted from the characteristics of individual settlement assets to the conditions
required for them to operate together across borders.

Two forms of tokenised money are attracting particular attention. A stablecoin is a digital token designed
to maintain a stable value by being backed by reserve assets such as cash or short-term government
securities. Stablecoins are generally issued by private entities and are designed to operate across open
blockchain networks. A tokenised deposit, by contrast, is a digital representation of a commercial bank
deposit issued by a regulated bank on a distributed ledger. It remains a liability of the issuing bank and
forms part of the existing regulated banking system, combining traditional commercial bank money with
the programmability of distributed ledger technology. While both instruments can facilitate digital
payments, they are expected to serve different purposes. Stablecoins offer open-network reach, while
tokenised deposits preserve banking relationships, prudential oversight and liquidity management,
making them increasingly attractive for institutional settlement.

The Working Group's research suggests that technology itself is rarely the primary barrier to adoption.
Instead, successful cross-border tokenised payments depend on interoperability across six dimensions:
addressing, messaging, conversion, settlement, security and risk, and legal and compliance. The workshop
uses a practical cross-border payment scenario to identify where payment flows break across each of
these dimensions, distinguishing technical challenges from regulatory barriers and highlighting where
industry coordination is required. Governance and oversight sit across all six dimensions, shaping how
standards are developed, responsibilities allocated and cross-border interoperability achieved.

A further theme emerging from the research is that no single settlement asset is likely to meet every
requirement. Different tokenised instruments exhibit different characteristics across liquidity, safety and
yield, making them appropriate for different payment, treasury and capital market use cases. Rather than
converging on one universal form of digital money, the emerging ecosystem is likely to comprise
complementary settlement assets, with stablecoins, tokenised deposits and central bank money each
performing different roles.

The opportunity extends beyond faster payments. Organisations that begin preparing now by
understanding the different forms of tokenised money, designing for interoperability and supporting
common standards will be better positioned to participate in the next generation of digital commerce. The
future of tokenised payments is unlikely to be determined by the success of any single instrument, but by
how effectively stablecoins, tokenised deposits and other forms of digital money interoperate across
borders, institutions and payment networks under consistent governance and oversight.
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The Tokenised Money Working Group

Make the industry ready for tokenised money by
2030.

Practitioners from banks, FMIs, networks and fintechs across the region.
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How we got here

Regulation & Trust
Infrastructure & Interoperability
Demand & Real-World Adoption

Ecosystem Alignment

Identified by the working group, February
2026. Tested at every stop since.

Bangkok - April
Money20/20 barometer

Tested all four gaps live with
practitioners. Validated:

regulation the dominant
blocker, corporate adoption
the tipping point.

Zurich - June

Point Zero Forum
Double-clicked demand.
Agentic commerce is a real
driver, and the wall it hit was
interoperability.

([EPA/1 CONNECT

PAYMENTS LEADERS FORUM

Kuala Lumpur -
today

EPAA Connect

Going deep on
interoperability: the gap
every test kept pointing at.
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Interoperability is not a single problem.

Addressing

Identifying and
confirming the
payee before value
moves

Messaging
Shared or
translatable data
standards and
protocols

Governance & Oversight

Who convenes, who decides, who is accountable

Conversion
Competitive and
transparent FX
rates

Settlement
Final value in a
trusted asset (e.g.
central bank
money)

It is many.

Security and
Risk
Protecting end-
users and data
from attacks and
financial crime

([EPA/1 CONNECT

PAYMENTS LEADERS FORUM

Legal &

Compliance
Legal recognition of
the instrument

across borders,
plus regulatory
obligations (privacy,
AML/CTF, finality)
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Many projects, many layers. Today, we start from a payment.
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others
Addressing o
Messaging o o O o
)
S
S Conversion O O o o
o
R
<
Y]
§ Settlement o O o o o O
S
QL
<
~
Security and Risk O [ ]
Legal & Compliance O o O O O
Governance & Oversight o o O O O o O

@ active O exploring or partial. Illustrative, not exhaustive; coverage to be confirmed with contributors. Drawn from KPMG, July 2026.



@ TOKENISED MONEY: ALIGNING POLICY TO ENABLE CROSS-BORDER USE ([EPA:1 CONNECT

PAYMENTS LEADERS FORUM

ASIA

The Importer's Request for an Alternative Way to Pay

A Malaysian importer asks its bank for an alternative way
to pay its overseas supplier using either a stablecoin or a
tokenised deposit.

The exporter invoices in rupiah and wants spendable rupiah.

It isn't changing its bank, its systems, or its instrument for this
payment.

The supplier is based in Indonesia.

Whatever rail is chosen has to work without the receiving
side changing anything.

The bank has never processed a payment like this
before.

ringgit to rupiah

Can the bank say yes? Which dimension gives way first, and does the answer change with the instrument?

The full walkthrough, who issues, who converts, who settles, who reports, is in the pre-read.
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The corridor's regulatory reality

Malaysia Indonesia

Tokenised deposits Regulgtory grey area. Nothlng confirms what a tokenised depositis | No frarpgwork. An incoming tokenised deposit has no legal
once it leaves the issuing bank. recognition.
. Not yet specifically regulated. AML protocols apply; BNM exploring | No dedicated regime. Treated as crypto assets under the evolving
Stablecoins : ;
CBDC via Project Dunbar. OJK framework.
Crypto assets Regulated as securities and digital assets. Licensed exchanges only. | Regulated as digital assets. Oversight transitioning to OJK.

Neither side can legally receive what the other sends. In this corridor, the break is regulatory before it is technical.

Regulatory positions drawn from KPMG, Building Interoperability Across Tokenised Money Ecosystems, July 2026. Do not circulate until cleared with KPMG.
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Where the flow breaks, dimension by dimension

Addressing The two banks cannot address each other directly. Today the only route is a wrapped asset or an intermediary in the middle.

Messaging ISO 20022 carries the fiat leg, but competing token standards mean there is no shared data model on the token leg.

Conversion MYR and IDR liquidity sits trapped in pre-funded accounts. No shared venue prices FX between the two tokenised instruments.

No common settlement venue exists between the two institutions, finality is untested against existing law, and PvP reconciliation is still
manual.

Settlement

Security and Risk Sanctions screening has real gaps across the two jurisdictions, and ledger designs can expose counterparty data.

Legal & Compliance The incoming instrument has no legal recognition on the receiving side, and AML, KYC and travel rule obligations diverge across the border.

Break points drawn from KPMG's interoperability framework (July 2026), mapped to the working group's six dimensions.
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Breakout: where does this payment break?

Work the payment on both instruments. Where does it break first, and does the answer change with the
instrument in your hand?

Report back — 5 minutes, four things

1. The dimension that gives way first, for each instrument, and whether they differ

2. Of the breaks you found: which are technical, which regulatory, and which need industry coordination
3. If only one dimension could be fixed before 2030: which, and why that one first

4. Where your group disagreed

30 minutes. Your facilitators have the detail on the scenario sheet. If you land on “it's really governance”: you're right, park it for the debrief and return to the flow.
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Let’'s discuss

1

Where the flow breaks
The room agrees which dimensions

are the actual barrier in this corridor.

Not in theory, in the scenario as
described.
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2

What interoperability

means here
A working definition grounded in the

break. Not a universal statement, but
specific enough to measure against.

EEEEEEEEEEEEEEEEEEEE

3

Which dimension to fix

first
The forced choice. This is the position

EPAA carries into the advancement
paper and towards SFF in November.
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Tokenised Money Working Group

Workshop Summary — Point Zero Forum, Zurich

The Future of Cross-Border Commerce: Are We Building Payments Infrastructure That Works for Merchants,
Consumers, and Machines?

Internal working group document. Discussion is summarised without attribution.

Workshop Setup

This session combined a short panel discussion with facilitated small-group breakouts, run under three
live scenarios designed to stress-test whether tokenised money and emerging payment rails are solving
real merchant problems today.

Scenario A — The SME Corridor: an SME seller in Indonesia settles a cross-border sale through a
tokenised stablecoin. The group examined what would need to be true about identity, compliance, on/off-
ramp infrastructure, settlement and dispute resolution for this to work at commercial scale.

Scenario B — The Agentic Procurement Agent: an Al agent executes a B2B procurement order across
three jurisdictions within a pre-authorised mandate. The group examined what infrastructure, controls
and safeguards are required, and what breaks first under this stress test.

Scenario C — The Regulator’s Design Table: a regulator is designing the framework for tokenised cross-
border payment infrastructure. The group examined what outcomes must be protected, and how without
unintentionally excluding SMEs.

The discussion below is organised by theme rather than by scenario, since the room moved fluidly
between all three.

1. The merchant problem is mostly not a technology problem

Cross-border settlement delay (sometimes days) creates a direct cost issue: merchants face working
capital pressure and need short-term funding to bridge the gap, which is itself expensive. Reconciliation
mismatches compound this, and a recurring, basic pain point is that merchants often simply don't know
whether a payment has arrived.

Different jurisdictions apply different authorisation and consent models, with no real commonality even
within a single region (open banking and PSD2 were raised as an example of fragmentation that persists
despite regulatory effort). Large merchants can absorb the cost of bilateral integration with each provider;
SME sellers cannot, and need to integrate once rather than many times over.

Chargebacks and fraud already carry high operational cost cross-border because dispute rules differ by
jurisdiction. The concern raised is that agentic commerce could increase this “unhappy path” cost even as
it promises efficiency gains elsewhere.

Three properties were proposed as necessary for a genuinely useful agentic payments ecosystem:
Payment-instrument agnostic — merchants choose how they pay and get paid.

Technology-neutral — merchants choose their degree of automation rather than being forced toward full
automation to participate.

Protocol-agnostic — avoiding lock-in to proprietary networks as the number of overlay protocols
proliferates.
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2. Agentic execution will mean chains of agents, not a single agent

The expectation in the room was that real execution involves a chain of specialised agents — one
handling browsing or discovery, another handling compliance checks, another handling settlement —
rather than one agent doing everything end to end.

Delegated authority and the customer mandate were treated as both important: knowing what the
customer wants matters, but so does knowing which agent is acting on that mandate, ideally both. The
tracking infrastructure for this isn’t yet in place.

An end-to-end audit trail was described as essential, particularly for unwinding the “unhappy path” when
something goes wrong. With more steps and more systems involved than in current single-rail payments,
tracing and untangling failures becomes proportionally harder.

Multiple payment methods are expected to coexist rather than stablecoins becoming the default; how a
transaction flow is handled will depend on the payment rail actually in use.

3. Stablecoins: useful, but not treated as a settled answer

The group did not treat stablecoin adoption as a given. A meaningful portion of discussion time went to
drawbacks rather than benefits, including a live concern about the potential threat to the commercial
banking system.

Fragmentation was raised directly as a risk: a proliferation of many different stablecoins or networks
could recreate the same interoperability problem the industry is trying to solve, and would
disproportionately disadvantage SMEs who lack the resources to navigate multiple rails.

4. Regulatory framing: four layers of sovereignty

One regulatory breakout introduced a four-layer framework for thinking about sovereignty in agentic
finance:
* Infrastructure sovereignty — where the system is physically deployed and hosted.
* Data sovereignty — distinct from data residency; this is about who has the authority to access,
compel or revoke data, not just where it sits.
* Model sovereignty — whose Al models underpin the agents making decisions, with real geopolitical
weight if one country’s models dominate financial agent deployment globally.
* Cognitive sovereignty — whose regulatory and policy assumptions are embedded in a model's
judgment calls. Whether a transaction looks “suspicious” is a subjective question shaped by the
framework behind the model making that call, not a neutral technical fact.

Asked what a regulator would do on day one, the answer offered was direction rather than a finished
plan: work toward cross-border formalisation, reduce existing fragmentation, and engage other
regulators directly. The group was explicit that it did not fully resolve this question.

Open Questions for the Working Group

The discussion surfaced more open questions than resolved positions. The ones most relevant to carry
forward:

Can common standards and interoperability be agreed before adoption outpaces them? The room
flagged this as a real risk, not a hypothetical — adoption may move faster than global agreement on
rules.

How does agentic commerce stay instrument- and protocol-agnostic without recreating the proprietary
lock-in problem merchants already face today?

Who absorbs the compliance and KYC burden so it doesn't fall on SMEs? This was raised as something
that needs to be resolved, not something with an owner yet.
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Open Questions for the Working Group
The discussion surfaced more open questions than resolved positions. The ones most relevant to carry
forward:

Can common standards and interoperability be agreed before adoption outpaces them? The room
flagged this as a real risk, not a hypothetical — adoption may move faster than global agreement on
rules.

How does agentic commerce stay instrument- and protocol-agnostic without recreating the
proprietary lock-in problem merchants already face today?

Who absorbs the compliance and KYC burden so it doesn't fall on SMEs? This was raised as something
that needs to be resolved, not something with an owner yet.

Is the audit trail and delegated-authority infrastructure needed for multi-agent chains realistic on the
timelines the industry is currently working to?

Does the market need fewer, more interoperable stablecoin rails rather than many competing ones
— and who would drive that consolidation?

Whose models and whose regulatory assumptions are embedded when agents make judgment calls,
and what does governance for “cognitive sovereignty” actually look like in practice?
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Institutional Settlement - Tokenised Deposits, EPAA

A compelling angle could be that tokenised deposits are not primarily a crypto innovation. They are a
banking and liquidity-management innovation designed to modernise how commercial bank money
moves through the financial system. This framing seems to resonate with regulators, central banks, and
tier-one financial institutions.

Tokenised Deposit Definition

A tokenised deposit represents a claim on a deposit held at a commercial bank.

Tokenised deposits are digital representations of commercial bank deposits issued by regulated banks on
a blockchain or distributed ledger. They are essentially traditional bank money in token form.

Unlike stablecoins, tokenised deposits remain liabilities of the issuing bank and stay within the regulated
banking system. They are increasingly viewed by central banks, the BIS, IMF, and large commercial banks

as a potential foundation for institutional settlement in a tokenised economy.

Traditional model
e Corporate > Bank Deposit Account > Commercial Bank Liability

Tokenised model
e Corporate Wallet > Deposit Token > Commercial Bank Liability

Bank exposure remains identical.

The difference is that the deposit can move and settle on a programmable ledger rather than through
traditional payment rails.

The IMF describes tokenised deposits as a digital extension of existing bank liabilities that preserves the
traditional two-tier monetary system while adding programmability.

Why are Banks Interested?

Banks want the benefits of blockchain without losing deposits to fintech stablecoins. Stablecoins
potentially remove funds from the banking system and place them into independent reserve pools.

Tokenised deposits keep money:
* inside regulated banks,
¢ under prudential supervision,
* within existing deposit frameworks, and
e connected to bank liquidity and lending systems.

This is why many major banks are pursuing tokenised deposit initiatives rather than issuing public
stablecoins.

“Not everyone is treating this as an urgent market need. Bank of America’s head of global payments
solutions, Mark Monaco, acknowledged that clients aren’t necessarily “beating down the door” for
tokenized deposits, but said the network would ensure banks are positioned when demand builds.”
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No Benefit

1 Instant Settlement

2 Reduced Liquidity Traps

3 Programmable Payments (Smart
Contracts)

4  Better Treasury Management

5 Native Settlement for Tokenised Assets

EPA1 CONNECT

AYMENTS LEADERS

Elaboration

Current cross-border payments can involve:
e correspondent banks
e nostro/vostro accounts
e reconciliation delays
e settlement windows

Tokenised deposits can support:

e near-real-time settlement

e 24/7 operation

e atomic delivery-versus-payment

This can significantly reduce settlement latency.

Today banks must pre-fund:
e correspondent accounts
e settlement accounts
e nostro balances

Tokenised settlement could reduce trapped liquidity by
enabling direct movement of tokenised commercial bank
money across a shared infrastructure.

Examples:

e Automated escrow

e Conditional settlement
e Trade finance triggers
e Treasury sweeps

e Collateral movements

Payment logic can be embedded into smart contracts.
For large corporates:

e intraday liquidity visibility

¢ real-time cash concentration

e automated cash positioning

e cross-border liquidity optimisation

This may be one of the strongest institutional use cases
emerging today.

If a tokenised bond settles using tokenised deposits:

Bond token ¢ Deposit token

Settlement becomes rapid without the need for a separate

cash rail. This eliminates much of today's post-trade
reconciliation burden.

RUM
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Risks

No | Risk Elaboration

1 | Bank Run Acceleration A concern regulators discuss is what happens if depositors can
move billions instantly?

Traditional deposits already move electronically. However,
tokenisation could make movement:

o faster

e continuous

e programmable

e cross-border

Potentially accelerating liquidity stress during crises.

2 | Liquidity Management In a tokenised environment:

Challenges e settlement may become continuous
e margin calls may occur instantly

e collateral moves inreal time

This can create new intraday liquidity pressures.

3 | Interoperability Risk How do we determine:

Which blockchain?

Which standards?

Which banks participate?

How do different tokenised deposit systems interact?

Fragmented liquidity is one of the biggest challenges facing
tokenised finance.

4 | Smart Contract and Operational Including:

Risk e coding errors

e oracle/database failures

e permissions mistakes

e cybersecurity vulnerabilities

The IMF specifically highlights that automation can create new
systemic transmission channels.

5 | Legal and Regulatory Uncertainty | Regulators are still debating:

e bankruptcy treatment

¢ finality of settlement

e cross-border recognition (also for tax purposes)
e custody rights

Many jurisdictions are still developing the legal framework.
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Current Use Cases

No | Case Description
1 | JPMorgan Kinexys (One of the most Kinexys by J.P. Morgan (formerly Onyx) has processed over
mature examples) $3 trillion in cumulative transaction volume since its

inception. The blockchain-based financial infrastructure
processes over $5 billion in daily transactions, with specific
daily averages for its Kinexys Digital Payments network
(formerly JPM Coin) exceeding $1 billion.

Use cases include:

e corporate treasury
liquidity management
cross-border settlement
internal bank transfers

2 | Project Agora (BIS) Project Agord brings together:
e central banks

e commercial banks

e BIS Innovation Hub

The objective is to combine tokenised deposits and tokenised
wholesale central bank money on a shared programmable
platform for cross-border payments.

This project is effectively testing the future architecture of
international settlement.

3 | UK Banking Industry Major UK banks are actively piloting tokenised deposits.
Initial use cases include:

e marketplace payments

digital asset settlement
future mortgage/remortgage processes
cross-border payments

Supported by UK Finance and observed closely by the Bank

of England.
4 | Interbank Settlement Networks 25 of the largest US banks will modernise clearing and
operated by The Clearing House settlement of tokenized deposits via an established banking

framework, supporting automated workflows, richer
transaction data, and 24/7 settlement. They will link
blockchain-based with fiat rails (RTP and CHIPS) for
movement of digital and traditional money.

The strategic question is no longer, will tokenised money exist? The question is, which form of tokenised
money will dominate which use case?




@ TOKENISED MONEY: ALIGNING POLICY TO ENABLE CROSS-

Possible Framework

No

Use Case

Retail payments

Corporate treasury

Interbank settlement

Capital markets settlement
Cross-border liquidity management
DeFi and open networks

High-value institutional settlement

BORDER USE EPA1 CONNECT

Most Likely Settlement Asset
Tokenised deposits / stablecoins
Tokenised deposits

Wholesale CBDC or reserves
Tokenised deposits + wholesale CBDC
Tokenised deposits

Stablecoins

Tokenised deposits and wholesale CBDC

The emerging consensus from the IMF and BIS appears to be that the future tokenised financial system

will likely be built around a combination of:
¢ Central bank money (wholesale CBDC/reserves)
¢ Tokenised commercial bank deposits

* Tokenised government securities

Rather than stablecoins alone.




Citations and Definitions

Programmable Ledger

A programmable ledger is a digital financial record—usually built on Distributed Ledger Technology or
blockchain—that executes transactions automatically when pre-set conditions are met, eliminating the
need for manual approval or intermediaries. It fuses the asset and the rules into a single entity, acting as
a "smart" database where logical commands (like "if, then, or else") dictate exactly how and when value
moves.

Smart Contracts
These are software programs embedded into the ledger that automatically enforce compliance and
execution instructions without human intervention.

Conditional Payments
Funds are programmed for a specific purpose or escrow until predefined criteria (such as the delivery of
goods) are successfully verified.

Instant Settlement
Transactions and reconciliations happen in real-time rather than relying on delayed back-office bank
processing.

https://www.elibrary.imf.org/view/journals/068/2026/001/article-A001-en.xml|?utm_source=chatgpt.com
"Tokenized Finance in: IMF Notes Volume 2026 Issue 001 (2026)"

https://kpmg.com/xx/en/our-insights/value-creation/deposit-tokens-bridging-traditional-banking-and-the-
digital-economy.html?utm_source=chatgpt.com "Deposit Tokens: Bridging traditional banking and the
digital ..."

https://www.wsj.com/finance/banking/jpmorgan-citi-and-big-banks-plan-new-tokenized-deposit-system-
to-answer-crypto-6b2d696b?utm_source=chatgpt.com "JPMorgan, Citi and Big Banks Plan New Tokenized
Deposit System to Answer Crypto"

https://lordslibrary.parliament.uk/tokenised-deposits-what-are-they-and-how-are-they-being-used/?
utm_source=chatgpt.com ""Tokenised deposits': What are they and how are they being ..."

https://www.bis.org/speeches/sp251128.pdf?utm_source=chatgpt.com "How deposits can harness
tokenisation"

https://www.imf.org/en/publications/imf-notes/issues/2026/04/01/tokenized-finance-574921?
utm_source=chatgpt.com "Tokenized Finance"

https://www.suerf.org/publications/suerf-policy-notes-and-briefs/the-search-for-tokenised- money-how-
about-reserve-backed-tokens/?utm_source=chatgpt.com "how about reserve-backed tokens?"

https://coindcx.com/policy/tokenized-finance-imf-note-explained/?utm_source=chatgpt.com "What the
IMF's 2026 Note Says About Tokenised Finance"

https://www.bis.org/cpmi/publ/d225.pdf?utm_source=chatgpt.com "Tokenisation in the context of money
and other assets"
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Liquidity and Risk Across Crypto Token Types

For the EPAA discussion, we could consider utilising a framework of Liquidity, Safety, and Returns (Yield).
Tokenised money instruments are fundamentally competing on three dimensions; liquidity, safety, and
yield. No instrument simultaneously maximises all three, and different token types occupy different
opportunities. This could/should resonate with banks, regulators, and crypto-native participants alike.

Possible examples for comparison across token types:

Question? Who benefits more, the issuer or the end user/customer?

Instrument Liquidity Safety Return (Yield)
Commercial bank deposit | High High Low
Stablecoins High Medium-High Low
Tokenised deposits High High Low-Medium
MMF tokens Medium High Medium
Treasury tokens Medium Very High Medium
Staked ETH* Medium-Low Medium High

DeFi lending** Medium Medium-Low High

*Example of non-collateralised crypto
** Few reference examples

Core idea

Different token types behave very differently under stress. Key components are:
* Isit on-chain?
* What does the token represent/what backs it?
* How redeemable is the token?
e What is its liquidity?
¢ Pegging and currency controls create a potential market and value distortion (liquidity, circulation,
issuer trust) based on whether a market puts a premium or discount on the applicable token (relative
to asset it claims a peg to)
* What happens when confidence drops?
* |ssuer motivations:
o Banks > Motivation is account retention
o Stablecoin Issuers > Motivation is circulation and float revenues



Token Type

Liquidity

Risks

1 | Unbacked crypto assets e.g.
BTC, ETH

2 | Fiat-backed stablecoins e.g.
USDT, USDC

3 | Algorithmic / under-
collateralised stablecoins

4 | Tokenised deposits

5 | CBDC / tokenised reserves

6 | Tokenised money market funds /
T-bills

7 | Tokenised RWAs e.g. bonds,
funds, invoices

8 | Utility / protocol tokens

Deepest in major pairs, but
highly pro-cyclical and venue-
dependent

Very liquid in crypto markets;
liquidity often concentrated on
centralised exchanges

Can appear liquid until
confidence breaks

Potentially strong institutional
liquidity if issued by regulated
banks

Highest settlement-quality
asset, but availability depends
on central-bank design

Attractive collateral-like
liquidity, but not always cash-
equivalent

Liquidity depends on secondary
market depth, legal certainty,
and market makers

Often exchange-led liquidity, can
vanish quickly

Price volatility, leverage unwind,
exchange concentration,
correlation spikes

Run risk, reserve quality,
redemption access, de-pegging,
regulatory fragmentation

Reflexive collapse, death spiral,
weak redemption floor

Bank credit risk, interoperability,
balance-sheet treatment,
intraday liquidity

Access limits, privacy,
operational resilience, cross-
border interoperability

Market liquidity risk, redemption
gates, duration/liquidation risk

Valuation, settlement asset risk,
custody, legal enforceability,
off-chain asset linkage

Governance risk, speculation,
token emissions, protocol failure

Possible Takeaways

Stablecoins are liquid, but not as liquid as fiat money
* The IMF notes that stablecoins may offer less stability than central bank money or deposits if reserve,
redemption, market, and liquidity risks are not properly regulated.

Tokenised deposits may be the priority of financial institutions
* Recent IMF work describes tokenised commercial bank deposits as a digital extension of existing bank
liabilities, preserving the two-tier banking system while adding programmability.
* Bank of England policymaker Megan Greene recently argued that tokenised deposits could outpace
stablecoins over time because they are more naturally integrated into commercial banking.

Liquidity is fragmented across chains, venues, and settlement
* BIS highlights that chain fragmentation can potentially undermine liquidity and weaken the
interoperability that is needed for a payment instrument to function at scale.
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Settlement enablement/asset choice is critical
* The FSB warns that tokenisation risks include credit and liquidity risks in settlement, liquidity or
maturity mismatch between tokens and reference assets, rehypothecation, and reliance on third
parties.

Stablecoin liquidity is heavily dependent on the applicable exchange
* BIS research notes that (at this time) only about 5% of stablecoin trades are executed on

decentralised exchanges, with the large majority on centralised exchanges and order books.

Risk Considerations

Dimension Key question

Redemption Can holders redeem at par, quickly, and with whom?

Backing asset Cash, T-bills, crypto collateral, bank balance sheet, or nothing?

Market depth Is liquidity real, or just optics?

Exchange Does liquidity depend on one exchange, chain, issuer, or bridge?
Settlement Is settlement legally final or only technically final?

Interoperability Can the token move across systems without wrapped-asset risk?

Stress behaviour What happens during de-pegging, redemptions, or exchange failure?
Regulation Is it money, e-money, security, deposit, fund unit, or crypto asset?
Financial crime controls Who performs KYC, sanctions screening, wallet monitoring, and recovery?

For institutional use, the safest hierarchy may be...

1.Tokenised reserves / CBDC (although this doesn’t seem to be the way things are progressing)

2.Tokenised deposits

3.Regulated fiat-backed stablecoins

4.Tokenised MMFs / T-bills (at present utilised by some stablecoin issuers as primary sources of
revenue, e.g. Circle)

5.Tokenised RWAs

6.Unbacked crypto assets

7.Algorithmic stablecoins

What is the potential opportunity?
The opportunity is not likely for one universal token, but a “liquidity stack” where different instruments

serve different roles: central bank money for final settlement, tokenised deposits for commercial-bank
money, stablecoins for open-network reach, and tokenised collateral for capital-market efficiency.
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Liquidity, Safety (Risk), & Yield

Can a higher-yield instrument can tolerate being less liquid? This is generally true, but not universally
true. The underlying concept is called the illiquidity premium.

Investors typically demand additional return (yield) as compensation for giving up liquidity. If an asset is
harder to sell, has lock-up periods, requires notice periods, or has limited secondary markets, investors
expect a higher return.

Examples:

Instrument Liquidity Yield

Treasury Bill Very high Low

Investment-grade bond High Moderate

Private credit Lower Higher

Venture capital Very low Very high expected return
DeFi lending pool Variable Often higher
In crypto:

¢ Bitcoin is highly liquid — lower liquidity premium

e Staked ETH is less liquid (especially if locked) — additional staking yield

* Private token allocations often have vesting periods — investors expect higher upside

* DeFi liquidity provision often earns fees and rewards partly because capital is committed and subject
to withdrawal constraints

However, there are limits. A high yield does not automatically justify illiquidity if:
* Credit risk is excessive
e Counterparty risk is unclear
e Smart contract risk is high (or vague)
* Regulatory risk is significant or unclear

In general, investors may be willing to accept lower liquidity if they are adequately compensated by
additional expected returns. This is essentially the core principle of asset pricing.

Liquidity, Safety and Yield are three dimensions to optimise for

Traditional finance typically focuses on Risk and Returns, but we are increasingly thinking in terms of a
triangle:

Yield

Liquidity Risk
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No

Example

Bank Deposit

Government Bond

Private Credit Fund

DeFi Lending Protocol

Tokenised Deposit

Justification

e High liquidity
e Low risk
e Lowyield

¢ Moderate liquidity
e Low risk
e Moderate yield

e Low liquidity
e Moderate risk
e High yield

e High yield
e Moderate-to-high risk
e Variable liquidity

The aspiration is:
e High liquidity
e Very low risk
e Someyield

Institutional investors often think about a more precise formula:

Every instrument = Liquidity + Safety + Return (Yield). The challenge is that improving one dimension
usually worsens at least one of the others. There is no perfect asset.

* Improve Yield and you can sacrifice Liquidity and/or Safety.
* Improving Liquidity or Safety can sacrifice Yield.

* Improving Yield and Liquidity can increase Safety.

* Improving Yield and Safety can lower Liquidity
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Citations and Definitions

Rehypothecation is a financial practice where a bank, broker, or financial institution reuses the collateral
pledged by a client to secure its own borrowing, trading, or operational activities. By doing this, the
institution can leverage single assets multiple times.

https://www.moonfare.com/sg/glossary/liquidity-premium?utm_source=chatgpt.com "What Is Liquidity -
or llliquidity- Premium?"

https://www.aqr.com/Insights/Perspectives/The-llliquidity-Discount?utm_source=chatgpt.com "The
llliquidity Discount?"

https://www.imf.org/-/media/files/publications/dp/2025/english/usea.pdf?utm_source=chatgpt.com
"Understanding Stablecoins"

https://www.elibrary.imf.org/view/journals/068/2026/001/article-A001-en.xml|?utm_source=chatgpt.com
"Tokenized Finance in: IMF Notes Volume 2026 Issue 001 (2026)"

https://www.reuters.com/business/finance/stablecoin-demand-may-soon-fade-boes-greene-says-2026-
05-31/?utm_source=chatgpt.com "Stablecoin demand may soon fade, BoE's Greene says"

https://www.bis.org/publ/work1335.pdf?utm_source=chatgpt.com "Tokenomics and blockchain
fragmentation"

https://www.fsb.org/uploads/P221024-2.pdf?utm_source=chatgpt.com "The Financial Stability
Implications of Tokenisation"

https://www.bis.org/publ/work1340.pdf?utm_source=chatgpt.com "Stablecoin flows and spillovers to FX
markets"
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