@S Human
Kinds

Asset-Backed Cryptocurrencies: Types and Future
Outlook

Global Context: Asset-backed crypto tokens range from fiat-backed stablecoins to tokens backed by
commodities, real estate, debt or equity. The stablecoin segment is by far the largest: as of mid-2025 the
combined market capitalization of major stablecoins (USDT, USDC, etc.) is on the order of ~$250-275 billion
T . By contrast, tokenized “real-world assets” (RWA) remain tiny - roughly $13.5billion at end-2024 2
(latest Coinbase/Elliptic data) and about $18.9 billion by early 2025 3 . RWA includes tokenized property,
bonds, equities and commodities. Growth forecasts are large: McKinsey projects the tokenized-asset market
could reach ~$2trillion by 2030 2 , and Deloitte estimates up to $4trillion of real estate alone may be
tokenized by 2035 4 . The chart below shows that most stablecoins live on Ethereum (~70% of supply), with
much smaller shares on other chains 5 :

Figure: Stablecoin distribution by blockchain (Ethereum ~70%, BSC ~15%, others)<sup>t</sup> 5 . This
dominance reflects that Ethereum currently hosts most dollar-pegged tokens.

1. Stablecoins (Fiat-Backed)

Stablecoins are blockchain tokens pegged 1:1 to fiat currencies (mostly the US dollar). They are used for
payments, remittances, on-chain liquidity and DeFi. Examples: Tether (USDT), USD Coin (USDC), Binance
USD (BUSD), DAL, FRAX, etc. These centralized tokens hold reserves in cash and liquid securities so that each
token can be redeemed for fiat. For example, “centralized stablecoins like USDC and USDT are backed by
reserves held by their issuers, typically consisting of cash, short-term government securities or other low-
risk assets” © . At present Tether’s USDT (~$150 billion supply) and Circle’s USDC (~$70-75 billion) dominate
the market 7 .

* Key mechanisms: 1:1 fiat reserves (or equivalents) held by issuer. Instant convertibility “on demand
atpar”isthegoal 8 6 .Issuers usually invest deposited fiat in U.S. Treasuries or money-market
instruments for yield.

+ Use cases: On/off-ramps between crypto and fiat, a 24/7 medium of exchange in crypto markets,
cross-border payments and stable store-of-value where local currencies are weak 9 10 . (For
example, stablecoins now handle on-chain transaction volumes on the order of $10-15 trillion per
year 1 )

« Examples: USDT (Tether) - largest by supply; USDC (Circle) - regulated by NYDFS and audited; DAI
(MakerDAO) - crypto-collateralized.

« Risks: Centralized stablecoins carry custodial/credit risk: users must trust the issuer to actually hold
full reserves 11 . A hack, fraud or regulatory seizure of reserves could break the peg. Algorithmic
stablecoins (like TerraUSD/UST) have proven extremely fragile: the 2022 collapse of UST “wiped out
over $60 billion and triggered broader market contagion” 12 13 . Regulatory uncertainty is also a
risk: issuers face strict requirements (audit, reserves, redemption rights) in many jurisdictions.

* Regulation & Outlook: In 2025 governments moved to regulate stablecoins as e-money. The U.S.
“GENIUS Act” (July 2025) and EU’s MiCA both impose 1:1 reserve rules, bankruptcy-protected custody,
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and redemption rights at par 14 15 . For example, GENIUS requires regulated issuers to hold liquid,
short-term reserves (no long-term bonds) and bank issuance must be ring-fenced 4 15 . As a
result, stablecoin supply is expected to grow under these frameworks (analysts project the USD
stablecoin supply rising from ~$230B in 2025 to over $1 trillion by 2028 16 ). Auditability has
improved: top issuers now publish regular attestation reports on reserves (though completeness
varies).

2. Commodity-Backed Tokens

Gold-Backed Tokens: These are blockchain tokens each representing a fixed quantity of physical gold.
Leading examples include Paxos Gold (PAXG) and Tether Gold (XAU¥). Each PAXG token corresponds to
one troy ounce of London Good Delivery gold stored in vaults 17 . Similarly, XAU¥ is pegged 1:1 to LBMA-
certified gold bars in Swiss vaults 18 19 . Key features: holders have legal title or claim to specific allocated
gold bars (identified by serial number) 17 . These tokens trade on major chains (ERC-20, Solana, etc.) with
deep liquidity (market caps: PAXG ~$784 M, XAUT ~$833 M 20 21),

« Backing/Audit: Reserves are audited or attested by third parties. For example, recent audits confirm
each XAU¥ is backed 1:1 by real gold (7.66 tonnes backing ~246,000 tokens) 19 . Paxos likewise
attests allocated gold in Brinks vaults 17 . Trust requires credible vault custodians and regular
audits.

« Risks: Gold tokens inherit market risk of gold price but generally stable store-of-value. Operational
risks include custodian failure, theft, or audit fraud. (E.g. if a vault breach occurred, token holders’
claim could be compromised.) Transactions rely on smart contracts, so code security is also a factor.

+ Silver & Other Metals: Similar tokens exist for silver and platinum. For example, platforms like
Tiamonds issue tokenized 1-ounce silver bars (Argor Heraeus) on Ethereum/Cardano 22 23 , These
are smaller niches; adoption is limited compared to gold.

* Unique example - Gemstones: A few projects tokenize precious gems. Tiamonds, for instance, has
launched the first tokenized sapphire collection: each NFT-backed token corresponds to a real,
insured unheated sapphire in a Liechtenstein vault 24 . This enables fractional ownership of rare
gems with on-chain proof. Gem tokens are extremely niche; risks include verifying authenticity/
provenance and very low liquidity.

3. Real Estate-Backed Tokens

Overview: Real estate tokenization involves issuing blockchain tokens that represent ownership shares in
property or real-estate funds. Tokens can give rights to rental income and capital gains. This allows
fractional investment in expensive assets. For example, one can buy 1,000 tokens to own 0.1% of an
apartment building.

« Examples: Platforms like RealT (USA) and BrikBit (Germany/Europe) tokenize residential or
commercial properties. Tokenholders receive pro-rated rental distributions (often paid in crypto
stablecoins) 25 . Some projects issue legal security tokens (e.g. RealT issues ERC-20 “RealTokens" tied
to U.S. deeds).

* Scale & Outlook: Tokenized real estate is early-stage but growing. Deloitte forecasts nearly $4 trillion
of property assets could be tokenized by 2035 4 . McKinsey/coinbase analysis sees the overall
tokenized-asset market (including real estate, commodities, etc.) hitting ~$2 trillion by 2030 2 .
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+ Backing: Typically, tokens are backed by a Special Purpose Vehicle (SPV) holding title to the property.
Ownership rights (deeds, shares in an LLC) are delivered via tokens. Smart contracts may automate
rent collection and distribution.

* Risks: Real estate tokens carry traditional property risks: illiquidity (selling tokens or properties can
be slow), valuation uncertainty, legal complexity (clearly defining ownership rights, dealing with local
property laws). Fraud/theft of assets is possible if the SPV or developer is dishonest. Regulatory risk
is high: many jurisdictions treat these tokens as securities, requiring compliance with securities laws.

* Adoption & Transparency: Adoption is modest. Market trackers put total tokenized real estate
volume in the low billions 3 . Transparency can be better than conventional property: blockchain
records token ownership, and property data (titles, appraisals) can be verifiable on-chain. However,
off-chain audits of actual property condition and title status are critical (similar to real-estate due
diligence).

4. Tokenized Equities and Bonds

* Equity (Stock) Tokens: These aim to represent shares of a company on-chain. Example initiatives:
Coinbase is seeking SEC approval to offer “tokenized equities” in the U.S. 26 , and Kraken has
launched US-equity tokens (“xStocks”) for clients outside the U.S. (with physical shares held offshore).
Binance and other exchanges previously offered stock tokens in Europe (e.g. Tesla, Apple), but many
were delisted amid regulatory concerns. The idea is each token equals one share of stock, entitling
holders to dividends.

« Mechanism: Usually requires a regulated custodian holding the actual shares, and the token is a legal
claim on them. The token’s value tracks the stock price.

* Risks: Securities compliance is the major hurdle: in the U.S. the SEC treats tokenized stocks as
securities, so trading platforms must comply with securities laws (exchange registration, broker-
dealer rules) 27 28 _If not fully compliant, such tokens can be illegal securities offerings. Liquidity
may be limited unless traded on major exchanges.

* Bond Tokens: Governments and companies have begun pilot issuances of tokenized bonds. Notable
cases: the European Investment Bank issued a small digital bond via a Goldman Sachs asset
platform (first “digital bond” in GBP, Jan 2023) 29 ; the World Bank raised €100 million with “digitally
native” notes on the Euroclear platform 30 . In Asia, Hong Kong has experimented with tokenized
government bonds (via its Bond Grant Scheme).

* Mechanism: Digital bonds use blockchain for issuance and settlement. Interest payments and
principal redemption can be automated via smart contracts.

* Risks: These are still highly regulated securities. Default risk remains the same as for ordinary bonds
(though many pilots involve high-grade issuers). The technology is usually a private/shared ledger
among banks, with regulatory oversight. Adoption outside pilots is not yet widespread.

5. Comparing Asset Classes

* Risk Profiles: Stablecoins (fiat-backed) resemble money-market funds; their main risk is issuer
solvency or reserve mismanagement. Since reserves are off-chain, a failure in custody or fraud can
break the peg 1" . Commodity-backed tokens shift risk to the physical asset: e.g. a gold token
holder risks vault failure or audit error (though bullion theft is rare). Real estate tokens have
traditional property risks (illiquidity, price swings, regulatory changes) and also smart-contract/code
risk for distributions. Equity/bond tokens carry underlying market and credit risk of the stock or
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issuer, plus regulatory execution risk. For all types, smart contract security is a concern: a bug or
hack (as seen in DeFi stablecoin exploits) can result in loss of tokens or backing assets 31 .

Transparency & Auditability: Stablecoin issuers now often publish attestations of reserves, but
quality varies. Commodities tokens typically rely on audits by vault custodians; for example, Paxos
tracks serial numbers of gold bars to ensure allocated backing 17 . Real estate tokens depend on off-
chain records (titles, appraisals) - some projects use oracles to feed such data on-chain 32 . Overall,
asset-backed tokens can be highly transparent on-chain (ownership is visible), but still require off-
chain verification of real-world assets. Regulators stress independent audits: the BIS warned that
many stablecoins have shown “deviations from par” due to opaque backing 33 , prompting calls for
stricter transparency.

Adoption & Use Cases: Stablecoins have mass adoption in crypto (making up ~99% of stablecoin
market cap 34 ) and are widely used in DeFi and payments 9 . Gold and commodity tokens remain
niche - they appeal to crypto investors seeking a store-of-value or inflation hedge, but their market
is in the low billions (hundreds of millions each) 20 21 | Real estate and other RWA tokens are at an
even earlier stage (~$10-20B total 2 ). Many tokenized assets today are “buy-and-hold” or locked in
DeFi collateral; secondary trading is still developing under regulatory guardrails 35 .

Technology & Platform: Many asset tokens use public chains (Ethereum, BNB Chain, Solana, etc.)
for liquidity. Others use specialized networks (e.g. XDC Network for Comtech Gold) for cost-efficiency
36 . Projects often integrate oracles and custodians: for instance, a tokenized gold project might use
Chainlink oracles to prove the gold reserve existence 32 . Smart contracts enable features like
automated dividends (rent payments to real-estate tokens 37 ). However, this reliance on code
introduces an extra dimension of operational risk not present in the traditional ownership model.
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6. Regulation and Technology Risks

* Regulatory Developments: Global authorities have moved to regulate asset tokens as they touch
finance. Stablecoins (fiat-backed) are now treated as e-money or payment tokens under new laws:
the U.S. GENIUS Act (July 2025) and EU MiCA (2024) impose strict reserve and audit requirements 38

15 . Major crypto exchanges (Nasdag, London) are seeking to allow tokenized securities trading
under regulated frameworks 39 28 . At the same time, watchdogs warn of risks - e.g. the ECB/BIS
highlight threats to monetary sovereignty and financial stability if stablecoins proliferate unchecked

40 33 | For tokenized equities and bonds, existing securities laws still apply: SEC guidance has
emphasized that tokens representing stocks or debt must comply with securities regulation
(registration, disclosure) or face enforcement 41 42, Regulatory sandboxes (UK, EU DLT pilot,
Singapore) are exploring updates to allow compliant token markets 43 .

* Smart Contract & Audit Risks: Technologically, asset tokens rely on smart contracts and oracles -
introducing vulnerabilities. DeFi history shows that code exploits (reentrancy bugs, oracle
manipulation) can drain token pools or break pegs 3! 44 . For example, stablecoins integrated into
DeFi have been victims of hacks (Euler, Curve) totaling hundreds of millions 12 . Issuers and
platforms therefore use formal audits and security firms (e.g. Hacken audited Tiamonds tokens 45 ).
Auditability of reserve assets is also crucial: regulators now demand third-party attestations. For
instance, Hong Kong's upcoming stablecoin ordinance mandates daily reserve checks and next-day
redemption rights 15 . However, as the BIS notes, transparency remains an issue - some tokens have
“substantial deviations from par” when reserves are opaque 33 .
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7. Investment Potential by Type

« Stablecoins: Pure stablecoins themselves do not offer upside beyond a fixed peg. Their value
proposition is utility (payments, trading). However, they enable earning “yield” through crypto
lending/yield pools: e.g. large holders can earn interest by lending USDC on DeFi platforms or
custodial services. Regulatory clarity (e.g. e-money status) may encourage institutional use.

Gold/Commodity Tokens: These provide crypto-native access to commodity markets. For long-term
investors, a gold token can be a hedge against inflation, easier to trade 24/7 than physical bullion.
Returns mirror commodity price moves (no interest). These assets are scarce - e.g. only ~1.6M
ounces worth of gold are tokenized so far (compared to trillions of ounces worldwide) - so upside is
limited by gold’s own growth.

Real Estate Tokens: Tokenization could unlock new investor classes. Fractional property tokens
could provide rental income streams and capital gains. If markets mature, investors could rebalance
property portfolios on-chain. The Deloitte report suggests this could “build new financing channels”
and mobilize trillions 4 . However, the current small scale and regulatory hurdles mean returns
depend on underlying property markets. Fractional access and liquidity for smaller investors is the
main value-add.

Equity/Bond Tokens: In the long run, tokenized stocks/bonds could allow continuous trading (24/7)
and faster settlement. Investor demand is rising: Nasdaq noted tokenization can improve liquidity,
and demand for tokenized assets is growing 46 . If executed under proper regulation, tokenized
equities would yield similar returns as the underlying shares. Today, most use cases are speculative
pilots. Institutional uptake (e.g. tokenized ETFs, funds) could democratize access.

Overall, asset-backed crypto represents a convergence of traditional finance and blockchain. They offer
programmability (automated dividends, instant settlement) and access (fractional shares) that traditional
assets lack. According to industry studies, these innovations could substantially reshape markets: e.g. a BIS
survey and market outlooks foresee tokenization enabling faster, cheaper cross-border flows and unlocking
trillions of dollars in assets 47 2 . However, full realization depends on technical maturity and robust
regulation. As of 2025, stablecoins remain dominant and mainstream in crypto, while gold, real estate and
other backed tokens are still specialized. Going forward, growth will hinge on clearing legal/regulatory
hurdles and building trust through transparency and security.

Sources: Scholarly and industry reports on crypto and tokenization (IMF, BIS, ECB, WEF, FSB, Deloitte,
McKinsey, Elliptic, Chainalysis, Reuters, etc.) 1 17 2 11 38 4 (and others above).
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