1. Unified Markets Interface - Economy

The Reserve Bank of India (RBI) is advancing asset tokenization with its new Unified Markets
Interface (UMI).

Unified Markets Interface (UMI)

It is a next-generation financial market infrastructure and it uses wholesale Central Bank Digital
Currency (CBDC) for tokenizing assets and settlements, aiming to enhance market efficiency.
RBI is also promoting digital public infrastructure for data integration to boost financial inclusion
through the Account Aggregator (AA) framework.
Asset Tokenization - Overview
Definition - Asset tokenization refers to the process of converting real-world assets — such as real
estate, stocks, bonds, commodities, or art — into digital tokens on a blockchain. Each token represents a
share or fraction of the underlying asset, enabling fractional ownership and programmabile trading.
Core Objective - It seeks to bridge traditional finance (TradFi) and decentralized finance (DeFi) by
enabling seamless global access, enhanced transparency, and faster settlement using blockchain-
based smart contracts.

Technological Backbone

Blockchain Technology - Acts as a secure, immutable ledger that records ownership, transactions, and
transfers of tokenized assets in a decentralized manner.

Smart Contracts - These are self-executing contracts that automatically enforce rules and facilitate
settlements, removing intermediaries and reducing operational inefficiencies.

Integration with Digital Public Infrastructure (DPI) - Tokenization in India is envisioned to work
alongside DPI layers like Aadhaar (identity), UPI (payments), and Account Aggregator (data sharing),
creating a cohesive digital financial ecosystem.

Key Outcomes and Potential

Expanded Financial Access - Tokenization allows smaller investors to participate in asset classes that
were previously accessible only to high-net-worth individuals or institutions.

Enhanced Transparency - Blockchain’s immutable nature ensures traceability and auditability of all
transactions, thereby building investor trust.

Improved Market Efficiency - Automated clearing and settlement processes through smart contracts
minimize delays and lower costs, promoting faster capital circulation.

Benefits of Asset Tokenization

1. Democratization of Investment - Enables fractional ownership of expensive assets (e.g. real estate,
art, or infrastructure projects). Lowers entry barriers, fostering inclusive participation in wealth creation
and portfolio diversification.

2. Liquidity and 24/7 Trading - Traditional assets like real estate and private equity are typically illiquid;
tokenization unlocks liquidity by enabling continuous trading-on digital exchanges. Transactions can
occur globally, 24/7, with near-instant settlement.

3. Transparency and Security - Blockchain ensures tamper-proof and verifiable transaction histories.
Public ledgers reduce risks of manipulation, forgery, or double-spending.

4. Efficiency in Settlement - Smart contracts automate trade execution, reducing reliance on
intermediaries. Real-time settlements cut transaction and reconciliation costs.



5. Global Reach - Tokenized assets can attract cross-border investors without the complexities of
traditional market access rules. Facilitates global diversification and capital inflows into domestic
markets.
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Challenges and Risks

1. Regulatory Uncertainty - India currently lacks a comprehensive legal framework to govern the
issuance, custody, and secondary trading of digital tokens. Unclear definitions around what constitutes a
“security token” or “utility token” can create compliance challenges.

2. Infrastructure Gaps - Tokenization requires a robust and interoperable digital infrastructure for secure
data exchange, verification, and identity management. Existing systems are still evolving to meet these
interoperability and security requirements.

3. Risk Management and Cybersecurity - Tokenized ecosystems are vulnerable to cyberattacks, smart
contract bugs, and wallet thefts. Need for strong cybersecurity, insurance mechanisms, and systemic
risk oversight.

4. Limited Awareness and Market Adoption - Investors and institutions remain cautious due to limited
understanding of blockchain-based assets. Educational initiatives and pilot programs are needed to
build trust and literacy.

Significance for India

Supports RBI's Digital Vision - Tokenization aligns with the Reserve Bank of India’s (RBI) roadmap for
integrating Central Bank Digital Currency (CBDC) with Digital Public Infrastructure (DPI) and capital
markets.

Enhances Financial Inclusion - By enabling small-ticket investments, tokenization supports India’s goal
of democratizing finance and promoting retail participation.

Boosts Market Efficiency and Transparency - Promotes a digital-first capital market ecosystem with
real-time settlement and reduced fraud.

Strategic Positioning - Positions India as a global leader in regulated digital finance, offering a
competitive advantage in the emerging Web3 and fintech economy.

RBI's Related Initiatives Supporting Tokenization

1. Account Aggregator (AA) Framework - AAs are licensed NBFCs that facilitate secure, consent-based
sharing of individuals’ financial data between entities. FIPs (Financial Information Providers) - Entities like
banks, insurance firms, and mutual funds that hold financial data. FIUs (Financial Information Users) -
Regulated entities such as lenders or wealth managers that use this data for credit or investment
decisions. Enables the integration of tokenized financial assets by ensuring data portability and
interoperability across systems.



2. RBI's New Digital Products (2025 Initiatives)

UPI HELP - An Al-powered Small Language Model (SLM) for multilingual support in transaction assistance
and complaint resolution.

loT Payments with UPI - Enables contactless, device-driven payments through smart appliances,
wearables, and connected vehicles.

Banking Connect - An interoperable net banking layer improving navigation, dispute resolution, and
merchant onboarding.

UPI Reserve Pay - Allows users to block credit lines or funds for recurring payments across e-commerce,
mobility, and service platforms. These initiatives strengthen the digital backbone needed to support
tokenized finance and smart contract—driven ecosystems.

India’s Policy Direction and Global Outlook

Regulatory Sandboxes - The RBI and SEBI are exploring sandbox environments to test tokenized financial
products, ensuring innovation under supervision.

Integration with GIFT City - The International Financial Services Centre (IFSC) at GIFT City can act as a
controlled testbed for cross-border tokenized asset trading.

Public—-Private Collaboration - Ongoing collaboration among regulators, fintechs, blockchain startups,
and academia is key to developing interoperable standards.

Conclusion and Way Forward

Strategic Readiness - India is steadily building a tokenization-ready ecosystem through infrastructure
expansion, regulatory consultations, and digital innovation.

Inclusive Ecosystem Development - Collaborative efforts among RBI, SEBI, technology innovators, and
citizen platforms will foster trust and ensure balanced growth.

Global Leadership Opportunity - With robust digital infrastructure, data privacy standards, and financial
inclusion goals, India is poised to emerge as a global hub for tokenized finance and digital asset
innovation.
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