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Executive Summary 
The Malta Financial Services Authority (MFSA) has opened a targeted consultation 
on tokenising financial instruments and real‑world assets, testing whether distributed 
ledger technology (DLT) can be integrated into Malta’s financial ecosystem under 
existing EU and national rules or whether tailored guidance and regulatory change 
are needed.  

Tokenisation means the digital representation of asset rights on DLT, which promises 
programmable issuance, faster settlement, fractional ownership and greater 
transparency for instruments such as bonds, fund units, equities and tangible assets 
like real estate. The MFSA seeks industry input to identify priority asset classes for a 
pilot, assess infrastructural readiness (token registries, smart‑contract audits, 
on‑chain corporate actions, wallet and custody models) and clarify legal issues 
including ownership, settlement finality and cross‑border enforceability of smart 
contracts.  

The paper flags wide-ranging risks like cyber and custody failures, smart‑contract 
and oracle vulnerabilities, market integrity and liquidity dynamics, AML/CFT and 
systemic concerns and proposes a phased, proportionate approach combining 
robust authorisation, governance and disclosure requirements aligned with EU 
standards.  

Stakeholder feedback will shape Malta’s supervisory stance, potential pilots and the 
longer‑term regulatory roadmap as the MFSA balances innovation with investor 
protection and market stability.  

Consultation closes 30 June 2026 (fintech@mfsa.mt). 

https://www.mfsa.mt/publication/consultation-document-on-the-tokenisation-of-financi
al-instruments-and-real-world-assets-in-malta/  

Malta’s Next Step in Tokenised Markets 
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The Malta Financial Services Authority (“MFSA”) has launched a consultation paper 
on the tokenisation of financial instruments and real-world assets, signalling a major 
policy discussion on how distributed ledger technology could reshape Malta’s 
financial ecosystem. The paper explores whether tokenised assets can operate 
within existing EU and Maltese legal frameworks, or whether more targeted 
guidance, national measures, or even EU-level reform may be needed. 

Tokenisation is increasingly being adopted across capital markets, and regulators 
are now looking closely at how to support innovation without weakening investor 
protection, market integrity, or financial stability. For Malta, the consultation is both a 
regulatory exercise and a strategic opportunity to position the jurisdiction for future 
digital market development. 

What Tokenisation Means 
The document defines tokenisation as the digital representation of rights in an asset 
through distributed ledger technology, allowing issuance, trading, settlement, and 
record-keeping to take place on blockchain-based infrastructure. In practical terms, 
tokenisation can apply to financial instruments such as bonds, fund units, 
derivatives, and equities, as well as to real-world assets such as property, 
commodities, or other off-chain assets. 

The MFSA also sets out several related concepts, including tokenised financial 
instruments, tokenised real-world assets, smart contracts, token registries, CASPs, 
investment firms, and DLT market infrastructures. A key theme running through the 
paper is that tokenisation does not necessarily change the legal nature of an asset; 
rather, it changes the technological layer through which rights are issued, 
transferred, and settled. 

Why The Consultation Matters 
The MFSA says the purpose of the discussion paper is to assess market interest, 
identify which asset class would be most suitable for Malta’s first tokenisation pilot, 
and understand the infrastructure and regulatory barriers that may affect adoption. It 
also wants to determine whether tokenised products can be introduced under 
existing frameworks by applying the technology-neutral principle, or whether 
additional interpretative guidance or regulatory change is required. 

This is significant because tokenisation has already moved beyond theory. The 
paper notes that tokenised bonds, tokenised interests in securitisation vehicles, 
tokenised fund units, and tokenised derivatives linked to stocks and indices already 
exist in the market. The MFSA is therefore looking at a live shift in market structure, 
not a hypothetical one. 



Legal And Regulatory Questions 
A central part of the consultation focuses on legal certainty. The MFSA is asking 
stakeholders what clarifications are needed under Maltese and EU law in relation to 
ownership rights, settlement finality, and the enforceability of smart contracts, 
especially in cross-border scenarios where governing law may be uncertain. It is also 
asking which parts of the current framework, including MiFID II, CSDR, UCITS, 
AIFMD, and the DLT Pilot Regime, create the biggest obstacles to scalable 
tokenisation. 

The paper also draws a distinction between tokenisation at the instrument level and 
tokenisation at the infrastructure level. This is important because a tokenised bond is 
not the same thing as a DLT-native settlement system, and the regulatory response 
may need to differ depending on whether the issue concerns the asset itself or the 
market infrastructure used to support it. 

Infrastructure and Integration 
The consultation asks what infrastructure developments are needed to support 
large-scale tokenisation in Malta. These include token registries, smart contract audit 
frameworks, on-chain corporate actions, wallet management arrangements, and 
interoperability between different DLT platforms. 

The MFSA also raises the question of collateral and rehypothecation, asking whether 
tokenised real-world assets should be eligible as collateral under existing MFSA and 
ECB frameworks, and what safeguards would be necessary if collateral reuse is 
allowed. This indicates that the Authority is not only considering issuance, but also 
the post-issuance life cycle of tokenised assets within the wider financial system. 

Risks And Safeguards 
The document recognises that tokenisation brings clear benefits, but also introduces 
a wide range of risks that must be addressed carefully. These include technological 
and cybersecurity risks, legal and regulatory risks, market integrity and investor 
protection concerns, custody risk, smart contract risk, operational and governance 
risks, liquidity and adoption risks, systemic risk, financial crime risks, and supervisory 
challenges. 

To manage these risks, the MFSA proposes a phased and proportionate approach, 
supported by strong authorisation and supervision, clear legal structuring, custody 
and governance requirements, enhanced disclosure, investor protection safeguards, 
and alignment with EU and international standards. The message is that innovation 
is welcome, but only if controls remain effective in a DLT environment. 



Consultation Themes 
The consultation is organised around several broad themes. It asks which asset 
classes are best suited for tokenisation in Malta, what barriers currently slow market 
development, and what legal clarifications are needed on ownership, finality, and 
smart contracts. It also seeks views on infrastructure requirements, interoperability, 
investor protection, systemic risk, issuance standardisation, market-making 
incentives, sandbox-style facilitation, and Malta’s five-year tokenisation horizon. 

The breadth of the questions shows that the MFSA is trying to build a policy 
roadmap rather than simply react to a single product type. It is also clear that the 
Authority wants feedback from a wide range of stakeholders, including investment 
firms, CASPs, custodians, fund administrators, crowdfunding service providers, and 
market operators. 

Strategic Outlook for Malta 
The consultation frames tokenisation as a strategic opportunity for Malta’s financial 
services sector. If developed in a safe and orderly way, tokenised markets could 
improve efficiency, transparency, accessibility, and innovation while supporting 
cross-border participation and broader financial inclusion. 

At the same time, the MFSA is cautious about rushing ahead without the right 
foundations. Its stated goal is to shape an evidence-based, proportionate, and 
technologically neutral framework that supports innovation while preserving 
regulatory outcomes and protecting the integrity of the Maltese market. This makes 
the paper relevant not only to token issuers and infrastructure providers, but also to 
firms considering whether Malta can become a serious hub for compliant digital 
asset market development. 

Key Dates 
The consultation paper is dated 15 May 2026 and closes on 30 June 2026. The 
MFSA invites comments by email to fintech@mfsa.mt. 

About MK Fintech  
MK Fintech is a boutique legal advisory firm advising clients in the Fintech, Financial 
Services, Investment Services and Crypto-Asset space. MK Fintech forms part of the 
Michael Kyprianou Group – A Top Tier International Law firm, with 7 offices in 11 
jurisdictions and over 200 employees. 



How Can We Help? If you are a regulated firm in the Fintech or Crypto space and 
require additional regulatory or licensing support please do not hesitate to reach and 
contact us at contactmkfintech@kyprianou.com 
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