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UIC Discusses the Opportunities and Challenges of “Tokenization” in Developing Capital Markets

In light of the rapid transformations taking place across the global financial sector, “Tokenization” has
emerged as one of the most significant innovations reshaping capital markets and opening new
opportunities for investors and financial institutions alike.

In this context, the Union of Investment Companies (UIC), in cooperation with CFA Institute and CFA Society
Kuwait, organized a specialized virtual seminar titled “Tokenization: An Investment Perspective.” The seminar
was held on 14™ April 2026, and witnessed strong participation from representatives of financial institutions,
investment companies, and professionals interested in emerging financial technologies. The session
provided an in-depth discussion of the concept, exploring its practical applications, potential benefits, and
the challenges associated with its adoption.
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Tokenization refers to the process of converting traditional assets into digital units (tokens) that are recorded
and traded using distributed ledger technologies, such as blockchain. Each token represents a fraction of
ownership in the underlying asset or a financial right associated with it. The concept extends beyond
traditional financial assets to encompass a wide range of asset classes, including real estate, equities, bonds,
sukuk, and even alternative assets.

Practical Examples of Tokenization

¢ Real Estate
Instead of purchasing an entire property with a high capital requirement, the asset can be divided into
thousands of digital tokens, allowing investors to acquire fractional ownership. For example, a property
valued at USD 1 million could be tokenized into 10,000 tokens, with each token representing a small
share of the asset. Investors can then benefit from rental income or potential capital appreciation.

e Bonds and Sukuk
Debt instruments can be issued in tokenized form, enabling faster and more efficient trading while
reducing costs associated with traditional settlement processes.

e Private Markets
Tokenization allows shares in private companies to be traded more flexibly, expanding access to
investment opportunities in private markets and enabling broader investor participation.

e Alternative Assets
Assets such as art, commodities, or even intellectual property rights can be tokenized and traded digitally,
improving liquidity and accessibility.

The Growing Importance of Tokenization

Discussions during the seminar highlighted that tokenization is not merely a technological development
but represents a structural shift in how assets are issued, managed, and traded. It offers several potential
advantages, including:

— Lower operational costs by reducing the number of intermediaries.

Faster settlement processes—from days to minutes or seconds.

Greater transparency through real-time transaction recording.

Broader investment access, particularly for retail investors.

Improved market efficiency and enhanced opportunities for portfolio diversification.

Key Challenges

The seminar also addressed several challenges associated with tokenization, including:
— The need for clear regulatory frameworks to protect investors.

Digital asset custody considerations.

Liquidity in secondary markets.

Cybersecurity risks and interoperability between systems.

Legal frameworks governing ownership rights and token-related claims.

Official Statement

In this regard, UIC stated: “Tokenization represents a transformative development in the evolution of capital
markets, redefining the concept of investment and creating unprecedented opportunities for a wider
spectrum of investors. Through its collaboration with international institutions such as CFA Institute, UIC is
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committed to enabling its member companies to better understand these developments and prepare for
them, thereby strengthening market competitiveness and aligning with global best practices.”

UIC emphasized that organizing this seminar forms part of its ongoing efforts to promote knowledge-
sharing and support the development of the investment ecosystem by addressing forward-looking topics
and creating dialogue platforms that bring together local and international expertise. Such initiatives aim to
enhance market readiness and enable stakeholders to benefit from the opportunities presented by
emerging digital technologies.
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