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The term "securities" in digital securities refers to assets type with attributes of securities instead of 
securities themselves. In most contexts, digital securities refer to the digitalized asset types with 
attributes of securities. In general, security tokens refer to tokens themselves which have attributes 
of securities issued by the issuer. Since the second half of 2018, due to the influence of regulatory 
policies outside the industry and the fact that the assets attributes of digital securities have more 
evident indications and are more far-reaching and proper than security tokens, the term digital 
securities has been widely adopted.

Digital securities are a key constructive part of the concept of digital assets, a fundamental industry 
to realize digital finance, and an industrial component in the current stage of digital assets develop-
ment that has the highest degree of compliance with traditional financial business paths and the 
current regulatory system. Digital securities, therefore, are different from Ethereum, Bitcoin, and 
other Digital Currencies created based on the blockchain technology. Considering the scale of assets 
involved, the technology standards for assets digitalization and the digitalized business chain and 
regulatory procedures, we believe that digital securities would have a revolutionary impact on the 
digitalization of financial assets in the future and the realization of smart supervision.

In 2020, the Covid-19 pandemic caused regional turbulence, and the global economy suffered 
large-scale shocks. Benefiting from a higher level of clarification of regulatory policies surrounding 
digital assets and risk hedging demands generated from monetary easing across the globe, financial 
institutions, mainly those in the U.S., kept increasing their holdings of digital assets, allowing the 
cryptocurrency market to experience another cycle of increase after 2017. Driven by this wave, global 
assets digitalization has shown a more apparent trend empowered by the development of upper-layer 
technology ecosystems such as Ethereum. The year 2020 marks the formation of the capital system 
for the global digital securities industry and critical progress of the primary and secondary markets' 
infrastructure. It is also a year of milestone when decentralized finance (DeFi) took an attempt to link 
real assets through digital securities to enhance liquidity. 

Digital securities underpinned by the blockchain technology are building a set of full-path ecosystems 
around the globe for real-world assets digitalization and breaking the liquidity barriers using smart 
contracts in the DeFi system after real-world assets digitalization.  

Digital Securities

The concept of Digital Securities comes as a development of Digital Assets Secu-

rities. It supplements and optimizes the meaning of the phrase Security Token 

that emerged earlier.



MACRO DATA OF 
DIGITAL SECURITIES 
INDUSTRY IN 
2020
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June 2020 was a crucial month in the digital securities market's development of the year. To increase 
the liquidity of tZero, a digital securities trading platform, OverStock launched an airdrop in May 2020 
to OSTKO, a digital security. Overstock issued a cumulative total of 4.37 million shares of OSTKO to 
investors through the transfer agent Computershare, increasing tZero's market share in June by 
5.29% compared with May. OSTKO's market share in June accounted for 58.98%, and the secondary 
market's value of global digital securities exceeded $100 million for the first time in the same month. 
The return on investment of the global digital securities market outshined the average performance 
of all major U.S. indexes in the current period, with an average ROI of 4.38% (Dow Jones: + 1.33%, 
S&P 500: + 1.46%, Nasdaq: + 5.30%), a milestone for the assets structure of the digital securities 
industry at the current stage.

Changes in the Market Value of the Digital Securities Industry in 2020
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Overview of Assets Trading 
Scale in Digital Securities 
Market
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At the end of 2020, the total market value of the global digital securities market's assets reached 
$366,523,463, an increase of over 500% compared with the market value of $59,339,362.52 at the 
beginning of 2020. The market value growth around the world took place mostly in Q3 and Q4 of 2020, 
with July reaching an increase of 169.99%. After hitting $528,612,851 in September, the highest of the 
entire year, the market value gradually dropped to $374,061,074.



Digital Securities Assets Types And Percentages

Digital Funds/Stocks

Real Estate Equity 
Digital Securities

Platform Equity 
Digital Securities

32%

Source: Security Token Market Reports

24%

44%

Digital funds/stock, the 
digital form of funds, stocks, 
and other traditional finan-
cial assets

Platform equity securities that 
are mostly issued for corporate 
fundraising, and investors’ 
income comes from equity 
dividends

Digital securities of real 
estate equity, with the real 
estate as the underlying 
assets
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The existing digital securities assets in the secondary market can be divided into three types based on assets attri-
butes and circulation scenarios:

Real estate equities remain the major assets type traded in the global digital securities secondary market, but the 
proportions of various assets types have not shown significant differences. As of December 2020, the real estate 
equities accounted for 44% of digital securities assets, and the platform equities and digital funds/stocks accounted for 
24% and 32%, respectively.



Real Estate Equity 
Digital Securities

Digital Funds/Stocks
8.65%

84.24%

7.11%

Platform Equity Digital 
Securities

Market Value Percentages of Different Digital Securities Assets

Source: Security Token Market Reports

Although the real estate equities dominate in assets amount, the market value of this type of digital securities only 
accounted for 7.11%, which is the lowest. The platform equities take up as much as 82% of the market. Although the 
real estate equities rely on the real-world physical assets, the trading scale shows that asset digitalization has not 
improved the liquidity of real estate assets.
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Although the global digital securities market achieved rapid growth in value in 2020, it was troubled with excessive  
market proportions of a single trading platform and a single assets type. The unbalanced and inadequate industrial 
development in 2018 and 2019 was not fully addressed, and the explosive growth in DeFi in 2020 did not appear in the 
digital securities industry, either. The global digital securities industry is still in its infancy.

Digital securities' main assets derive from the digitalization of real-world assets, including approx. $105 trillion of 
stock market value, $95 trillion of bond assets, $9.6 trillion of real estate assets and art collections in the global 
capital market. Digital securities based on equity markets have huge application potentials in the global capital 
market.



Main Industrial Participants and Overview of 
Infrastructure Development

Based on the division of labor along the industrial chain, there are five main types of participants in 
the global digital securities market at the current stage: provider of the underlying technical infra-
structure, issuing platforms, secondary trading markets, investment institutions, and financial 
service providers. 

Provider of the underly-
ing technical infra-
structure

Issuing platforms for 
asset digitalization

Secondary trading
market

Financial service 
provider

Provide underlying 
technical support for 
asset digitalization

Mainly provide 
digitalization 
technologies and 
compliant issuing 
solutions for 
digitalization of 
real-world assets

High barriers of 
entry. Regulatory 
licence(s) are 
required. A digitali-
zation platform 
mainly serving 
compliant issuing 
and trading.

Mainly provide fund 
custody, compliant 
payment, wallets, 
and other services

Name

South Korea

Switzerland

Luxembourg

Mauritius

Singapore

Singapore

The U.S.

The U.S.

Luxembourg

The U.S.

The U.S.

Barbados

The U.S.

Gibraltar

The U.K.

Hong Kong SAR

Singapore

Seychelles

The U.S.

France

The U.K.

The U.K.

* The table lists the 
representative compa
nies in the global digital 
securities market. The 
table is only to display 
the companies, with no 
particular order.

Division of Labor on the 
Industrial Chain

Role Definition Year of 
EstablishmentJurisdiction/Location
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2017

2015

2017

2017

2017

2017

2017

2017

2017

2019

2018

2017

2014

2017

2018

2019

2018

2011

2016

2014

1995

1865



Global Digital Securities Trading 
Market Share

tZero MERJ Exchange

76.72%

10.37%

Changes in the Market Value of the Digital Securities Industry in 2020
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The statistics of market shares shows that the digital securities industry's second-
ary market is significantly unbalanced. tZero accounts for 76.72% of the global 
digital securities trading market. In comparison, MERJ Exchange takes the second 
place with only 10.37% of the market, lagging behind the first-place holder by 65%. 

In addition to Aspen Coin, some real estate equity digital securities have started to 
choose Uniswap for transactions in the secondary market. In 2020, up to 11 real 
estate equity digital securities were listed on Uniswap, but the market value of 
digital securities assets traded on Uniswap was only 0.84% of the entire market. An 
increasing number of digital securities assets are now choosing DEX for listing, but 
DEX has not provided proper solutions to asset trading and circulation compliance of 
the digital securities.



The industry's overall financing scale in the Q1 of 2020 alone reached $60 million, and the total 
investment in the industry achieved $850 million since 2018. A total of 25 investment and financing 
events happened in the first three quarters of 2020, with the two largest financing events gaining $50 
million each by BlockFi and ComplyAdvantage. 

In the meantime, INX. Limited's acquisition of the U.S. digital securities trading platform Openfinance 
Securities.LLC was one of the highlighted acquisition events in 2020. INX is a regulated trading 
platform for digital securities and cryptocurrencies. This acquisition would give it OpenFinance’s 
broker-dealer licence and ATS business licence, and other licences that cover the OpenFinance 
Network system platform, digital assets list, and customer database. 

In general, the underlying technological infrastructure of asset digitalization progressed slowly in 
2020. There is no unified technical standard for assets digitalization. Today, Security Token Offering 
(STO) is adopting different protocols for different assets, which may not be able to cater to the 
cross-chain demands in later periods. Lava, a PoC (Proof of Concepts) project established in 2019, 
used Confidential Asset (CA) as the on-chain assets issuance and trading solution this year. CA 
stands out for privacy protection that provides better privacy and non-specificity when digital assets 
are deployed on chain.

In 2020, newcomers in the digital securities industry expanded their business mostly in real estate 
equity assets. The licensed institution Sharespost in Singapore provides an online trading platform 
for real estate equity assets, Max Crowdfund from Germany provides a crowdfunding platform for real 
estate equity assets, and Banco BTG Pactual, the largest private investment bank in Latin America, 
issued a real estate equity asset ReitBZ on the Tezos blockchain.

One barrier for digital securities to be applied is the inconsistent trust mechanism from on-chain to 
off-chain scenarios. This remains a problem even after tested integration of digital securities assets 
with the DeFi system. The off-chain trust relies on laws and regulation, while the on-chain trust is 
supported by contracts and codes. The licensed platform service providers take responsibility for the 
intermediate custody. The transformation of the assets carrier from "paper-based contracts" to 
"smart contracts" is usually done by centralized institutions that transfer assets across to another 
account. The exciting technologies can only provide supplementary solutions for inadequate digitali-
zation technology in traditional securities business.

In 2020, investment and financing in various business directions of the digital 
securities track made giant leaps across the scenarios of asset issuance, trading, 
depository, and custody.
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Current Technical Standards for 
Asset Digitalization

The technical protocol standards involved in the digitalization of real-world assets can be categorized 
as Fungible and Non-Fungible according to the technical form after digitalization. Both types of 
protocols are used in the digitalization of standardized assets and non-standardized assets. The 
protocol standards for digitalization are the foremost entrance point for asset digitalization. Being 
part of the issuing process of asset digitalization in the industrial chain determines the underlying 
model for the access and circulation of asset digitalization in the future, bearing notable industrial 
strategic significance.

Most of the currently widely-applied asset digitalization protocol standards are derived from the 
Ethereum ERC-20 protocol standard and are mainly developed by the digitalized asset issuing or 
trading platforms.

ERC-721

ERC-1155

ERC-20

ST-20

R-Token

SRC-20

S-3

DS Token

Unique (single, irreplaceable, non-interchangeable), ideal for particu-
lar digital assets (e.g., video games). Providing basic functionality to 
track and transmit unique tokens.

In the NFT world, the ERC-1155 standard allows developers to create 
and identify different types of assets (e.g., guns in mobile games) to 
facilitate bulk transactions.

Applicable to all smart contracts on Ethereum, a list of rules that all 
Ethereum-based applications must follow.

Targeting the ERC-20 standard, build the procedures of security tokens 
issuance in a modular approach. The distribution of interests between 
the functional entities is still based on the circulation of the tokens 
issued by Polymath itself as a medium of exchange.

Created by Harbor, born of the ERC-20 standard, largely the same as 
ST-20 and ERC-1404.

The standard for the Swarm Fund tokens, in compliance with the 
ERC-1400 standard. Token issuers are responsible for establishing 
rules to ensure that all participants in the dealing of tokens are quali-
fied investors and that the secondary trading complies with regula-
tions. 

Smart securities use the blockchain technology to eliminate inefficien-
cies in the market and during transfer. Behavior is reversible during 
transmission under the protocol. Investor information is not stored on 
chain, with the only publicly available information being the quantity 
and price.  

The protocol that Securitize has created for the digital securities lifecy-
cle phases (including third-party integrations).

Non-Fungible

Fungible

*Source: sharkloo
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ERC-165

ERC-223

ERC-621

ERC-725

ERC-735

ERC-777

ERC-827

ERC-884

ERC-888

ERC-1400

ERC-1410

ERC-1450

ERC-1462

ERC-1594

ERC-1643

ERC-1644

ERC-1820

ERC-1973

ERC-2258

Establish a standard method for releasing and detecting the interfaces implemented by 
smart contracts.

A superset of ERC-20 that allows tokens to be transferred as the first-class assets in 
smart contract development.

Establish a method to increase and reduce the supply of tokens.

Allow self-sovereign identities. Users shall own and manage their identities instead of 
transferring the identity ownership to a centralized management organization.

Manage the claims related to the ERC-725 identities.

This standard improves on the ERC-20 standard and defines the generic registry smart 
contract.

Allow tokens to execute the functions in the receiver’s contract after approval or transfer.

Extended to ERC-20 for compliance with the Delaware General Corporation Law.

Allow the calculation and payment of dividends to token holders.

A standard developed by Polymath, formerly known as ST-20. It has evolved into a set of 
standards, including ERC-1594: Core Security Token Standard, ERC-1410 Transparency 
to Different Ownership Categories, ERC-1644: A Method for Controlling and Managing 
Security Tokens, and ERC-1643 Document Management.

This standard is located under the ERC-1400 general standard related to the security 
tokens.

The standard that StartEngine adopts, extension of ERC-20 ensuring securities issued 
under it to be in compliance with the securities law.

This extension ensures compliance with the enforceability of the securities laws and 
regulations.

Under the general requirement of ERC-1400, provide support to inject the off-chain data 
into a transmission/issuance/redemption, and check the effectiveness of transmission 
that is different from the transmission execution.

Located under the ERC-1400 general standard, provide the support standard to attach 
documents to smart contracts.

Allow transparent declaration of whether a controller can unilaterally transfer tokens 
between addresses.

This standard defines generic registry smart contracts. Any address (a contract or 
regular account) can register the interface they support and determine which smart 
contracts to use.

An ERC-20 extended program originally developed by KrawlCat for token rewards layered 
by programs. Allow Dapps to scale efficiently.

Designed to standardize the approach to custodial ownership of assets represented by 
security tokens, distinctly distinguishing custodial and beneficial ownership.

In the meantime, the following technical standards for asset digitalization are asserting proliferating 
presence:

*Source: sharkloo
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CONVERGENCE 
TREND BETWEEN 
DEFI AND DIGITAL 
SECURITIES
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DeFi and digital securities jointly promote 
financial innovation

Although the liquidity in the DeFi’s ecosystem is highly adjustable, it is sensitive and vulnerable. The 
main collaterals in the DeFi ecosystem are BTC, ETH and other digital currencies. The scarcity of 
underlying assets makes DeFi liquidity absolutely dependent on BTC and ETH. 

Digital currency is a currency in a digital form using blockchain as the underlying technology. It is an 
alternative currency different from physical currency and credit money. Digital currencies such as 
BTC and ETH have problems such as high price fluctuations and difficulties in articulating their value 
attributes. The nature of these assets is more speculative.

Take DeFi’s leveraged lending business as an example. The leveraged lending business needs to use 
digital currency as collateral. The prices of all digital currencies are positively correlated, so the ups 
and downs happen pretty much at the same time. If the DeFi market turns into a bear market and the 
collateral plummets, the total locked value of DeFi will greatly reduce, triggering liquidation, result-
ing in price drops of DeFi governance coins, and creating a domino-like risk to the market.

The DeFi ecosystem needs more new basic assets that can expand credit investment to release the 
potential for credit expansion. In 2020, DeFi’s introduction of algorithmic stablecoin mining triggered 
strong borrowing demand. However, due to the relatively small market value of digital assets, collat-
eral’s growth potential was limited. Real assets carry a trillion market, and the digitalization of 
real-world assets can increase the channels for assets to enter the DeFi space and inject vitality into 
the market.

In addition, digital securities are benchmarked against physical assets, highlighting financial attri-
butes. Physical assets have obvious disadvantages, such as poor liquidity, difficulty to price, and 
complex property rights transfer processes. Still, they have many advantages, such as relatively 
stable prices, larger volumes, and real, traceable cash flow. Incorporating physical assets into 
collateral through asset digitization and balancing underlying assets’ volatility is a necessary step for 
DeFi expansion and sustainable development. 

The incomplete infrastructure of the digital securities market and limited liquidity have resulted in 
limited trading volume and hindered development. Integrating with the DeFi ecosystem, the applica-
tion scope of digital securities assets will be expanded. 

DeFi (Decentralized Finance) provides decentralized financial services such as 
banking, insurance, bonds, etc. Users need to lock collaterals in smart contracts 
to participate in financial services such as DeFi credit and transactions. Compared 
with traditional financial institutions, DeFi has comparative advantages in pay-
ment settlement, accessibility, decentralization and transparency.
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Case
6s Trust Model Case

6S Capital LLC is an American asset securitization service company that has cooperated with many 
commercial real estate companies to provide long-term lease financing. 6S Capital Partners LLC is 
an SPV (Special Purpose Vehicle) managed by 6S Capital LLC. The SPV is divided into superior and 
inferior levels. The priority is to lend Dai from the Maker protocol in the form of debt, and the inferior 
level is composed of other external investors. MakerDAO will protect the interests in the lending 
process through the regulated trust company Wilmington Trust.

The flow of funds is as follows:

Issue Dai to Tax Favorable Entity (TFE) 
and TFE lends Dai to a trust company

01
The trust company exchanges Dai into 
US dollars through the dealer

02

The trust company lends US dollars to 
LendCo (the lender)

03
LendCo executes the lease loan, then 
repays the loan to the trust company, or 
restructures the capital for a new round 
of transactions

04

LendCo repays the trust company US 
dollars, and the trust company repays 
TFE Dai

05
TFE repays Dai to MarkerDao’s 
treasury

06

So far, the first batch of credit line that 6s gets from Maker through collateralizing trust least financ-
ing is 15 million Dai. It is expected that in 2021, for physical assets, the Maker community will grant a 
credit line of 300 million US dollars.

This will be a case of DeFi connecting real-world assets and achieving large-scale applications.
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When faced with emerging investment markets dominated by digital currencies, investors in tradi-
tional financial markets want to ride the wave because of the FOMO sentiment, but they hesitate 
when compliance requirements cross their minds. Digital securities can hedge the fluctuations of 
purely digital currency investment portfolios, reduce the risk uncertainty of investors in the crypto 
market, and are more in line with the risk appetite and wealth storage purposes of high-net-worth 
investment groups. In addition, DeFi ecosystem participants are relatively more inclined to accept 
emerging assets such as digital securities. It is more likely that digital securities can be connected 
with the DeFi ecosystem.

The inclusion of digital securities will solve the scarcity of basic assets in the DeFi ecosystem, 
improve the asset structure, increase asset supply, and cater to part of the demand for credit expan-
sion while improving leverage efficiency. In addition, the value of digital securities is backed by 
physical goods, which expands the diversity of DeFi asset services and meets the investors’ needs. 
DeFi can bring the traffic necessary to expand the digital securities industry, enrich service products 
in the digital securities ecosystem, supply liquidity, and increase transaction volume. DeFi and digital 
securities complement each other, coordinate and promote financial innovation, which will potentially 
create a more efficient new financial market.



Grayscale business model has become an industry guide

Grayscale Trust investors use U.S. dollars or Bitcoin to deposit, and investors get the Grayscale Trust 
shares GBTC with a lock-up period of 6 months. This one-way liquidity trust model allows Grayscale 
to profit from the cryptocurrency market exposure. The success of the Grayscale model can have a 
positive impact on the digital securities industry from the following aspects:

A

Regulatory dividend effect
Limited liquidity is a major obstacle to the 
development of digital securities. Regulation is 
often regarded as a major factor in creating 
liquidity friction. The success of the Grayscale 
model also reflects that crypto asset businesses 
that follow the existing compliance system can 
enjoy huge regulatory dividends. If the crypto 
assets business can be developed under proper 
supervision, the investment channels for encrypt-
ed assets will be further expanded.

B

Business model expansion
Digital asset-related regulatory policies have 
gradually become clear. For example, Europe and 
the U.S. have not imposed restrictions on financial 
institutions to promote the bitcoin custody business. 
The rapid growth of investment volume in the 
cryptocurrency market by similar institutions 
gradually eliminates the market bias towards bitcoin 
from the traditional financial institutions, investors, 
etc. In 2020, leading digital securities companies are 
gradually following the Grayscale path to develop 
digital asset custody business.

Q4

Q1 / Q2 / Q3
42%

Grayscale Capital 
Inflows by Investment 

Products

58%

The Advantages of Grayscale Are Prominent, and Digital Securities 
Interact with Traditional Financial Businesses
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On March 22, 2020, the Bitcoin market collapsed at the same time as the global financial market, and 
the price fell to an annual low of around $5,000. After several consolidations, the price exceeded 
$20,000 on December 16, 2020, reaching a record high. The mainstream view is that Bitcoin’s surge at 
the end of the year has to do with the institutional holdings, and Grayscale investment is representa-
tive for the current round of Bitcoin surge.

Grayscale Investment is a subsidiary of Digital Currency Group, focusing on digital currency asset 
management services. Its products include Bitcoin Trust, Bitcoin Cash Trust, and Ethereum Trust. As 
of the end of 2020, the total investment of Grayscale products reached $5.7 million, and about $3.3 
million were invested in Grayscale Trust in Q4 alone.



Current status and future direction of the integration of digital 
securities and traditional finance

Long-tail assets in real asset products such as real estate and artworks have higher investment 
thresholds. At the same time, digital securities can improve asset liquidity by dividing the ownership 
of high-risk investment assets and attract more global investors by lowering investment thresholds.

Here is an example of real estate equity assets – UPRETS, a real estate digital securities issuance 
platform company under Xinyuan Group (a New York Stock Exchange-listed real estate company), 
completed the digital issuance of the Oosten real estate project in East River Bay, New York, in June 
2020. It was listed on the Seychelles Stock Exchange MERJ for trading. This is the world’s first real 
estate equity digital securities successfully traded on the secondary market.

 

After nearly a decade of development, the cryptocurrency market has gradually been accepted by 
mainstream financial institutions and has become a part of the global capital market.

Digital securities are an innovation in the traditional financial industry and an inevitable asset form 
under asset digitization. The cumbersome compliance process, lengthy settlement paths, and high 
middleman fees are all difficulties in traditional financing models. The digital securities industry can 
break through existing business bottlenecks. Within the compliance framework, transaction objects, 
carriers, and long-tail assets in traditional finance can all be digitized through blockchain technology.

Compared with traditional investment, digital securities rely on the blockchain technology to realize 
automatic compliance reviews and decentralized real-time clearing, which greatly improves compli-
ance efficiency and reduces transaction settlement costs. Fintech company, the GSX Group, launched 
a security token platform in May 2020 to support the listing of digital debt securities and investment 
funds on the Gibraltar Stock Exchange and its latest upcoming digital securities exchange in Labuan, 
Malaysia. The blockchain solution deployed by the company focuses on risk points such as counter-
parties and T + 2 clearing models to promote interoperability between digital securities and tradition-
al markets. Digital innovation power represented by digital securities may pioneer the traditional 
financial market into a new stage of development.
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The Xbolt consortium chain is an active branch of Hyperledger and is maintained by UPRETS. We are 
ranked 5th most active blockchain institutions in the global blockchain industry by patent count in 
2017. We started to develop our own consortium chain technology dated back in 2015. As one of the 
most matured blockchain firms, our consortium chain solution had already established 22 successful 
cases in multiple fields including insurance, real estate, logistic, social network.

XBOLT RANKED TOP 5 PATENT HOLDERS GLOBALLY IN 2017
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The East River Bay Phase I Digital Securities (OST-1) developed and issued by UPRETS has launched 
and traded on the Equities-SME (Small and Medium Board) of the MERJ Exchange. Unlike Coinbase 
and Binance, which cannot trade securities, MERJ Exchange is a licensed securities exchange in 
Seychelles, with securities trading and settlement licenses, KYC, AML systems, and PKF sponsors.

This digital securities issuance has at least the following participants: asset owner XIN International, 
property manager First Service, real estate fund manager New Dawn US, law firms, technology 
issuer UPRETS and alliance chain Xbolt.

The value behind OST-1 is supported by expectations of rising housing prices in New York and divi-
dends from rental income. By way of holding digital securities, investors own real estate ownership 
and future rental income rights. Users can purchase digital securities with U.S. dollars or digital 
assets to become a fund LP. The rights and interests of LP will prove ownership through legal docu-
ments and token electronic certificates generated by blockchain technology.
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$USD/ BUSD are 
contributed by 

investors 

The most innovative point of this case is the confirmation of rights off-chain and on-chain. At the 
technical level, the registered asset information in the token issued by UPRETS can be found on the 
block explorer. That is, the asset information is expressed in the form of token. At the legal level, 
there will be a special chapter in the PPM (Private Investment Memorandum) that double binds 
immutable information. For example, the Hash value can be written into the contract terms, which 
achieves the technical and legal binding between a token electronic certificate and an LP right.

Utilizing Blockchain And Tokenization For Immediate 
Market Liquidity
UPRETS is creating a liquidity premium by tokenizing LP interest in the Fund and fractionalizing 
ownership on the blockchain. This process works seamlessly and allows investors to seek early 
redemption and tradability of their holdings.

As this is a dividend producing investment, the tokens value will be closely pegged to the 
underlying asset because if the market price of the tokens falls too far, buyers will be able to 
accumulate steady dividends at a steep discount, which there will always be a demand for.

$
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High-net-worth investors in the traditional financial sector, such as institutional investors, venture 
capital companies, family offices, etc., need legal channels to invest in emerging assets for asset 
preservation. The digital currency industry’s regulatory framework has not yet been established; the 
digital currency trading platform is full of chaos; the quality of practitioners is uneven; the rights and 
interests of investors and users and asset security are difficult to guarantee. Digital securities are 
born under the law, and compliance features can more easily meet the investment needs of such 
high-net-worth clients.

Asset digitization also has the potential to solve the problems of capital and trade financing faced by 
small and micro enterprises at this stage. Small and micro enterprises are an important part of the 
world economy. Take the Chinese market as an example. As of the end of 2017, there were approxi-
mately 28 million small and micro enterprise legal persons and 65 million individual industrial and 
commercial households in China. They contributed more than 80% of the country’s employment and 
70% of patents, 60% of GDP, and 50% of taxes. They play an irreplaceable role in solving labor trans-
fer, creating employment opportunities, enriching product types, serving the society, and promoting 
local stability and economic development.

As China’s economy enters a new stage, the problems of “financing difficulties and expensive financ-
ing” faced by small and micro enterprises in their transformation and development have become 
increasingly prominent, including inefficient loan procedures and lack of information necessary for 
effective business development. Since the 2008 financial crisis, banks have increased their awareness 
of risk aversion and have become more cautious towards small and micro enterprise loans. According 
to data from the International Finance Corporation (IFC) in 2018, 40% of developing countries’ Micro, 
Small & Medium Enterprises (MSMEs) have unfulfilled loan needs. The annual unmet financing needs 
are US$5.2 trillion, and about half of small and micro enterprises cannot obtain legal loans. If you 
take informal enterprises such as individual industrial and commercial households into account, the 
financing gap will be even greater. 

Because bank loan review is stricter and takes a longer time, small and micro enterprises are 
seeking new financing channels to alleviate corporate cash flow and other financial problems. P2P 
loans are one of the alternatives to bank loans, but due to factors such as risks and supervision, P2P 
platforms have been shut down in China in recent years. Crowdfunding financing can fill gaps in the 
market in some areas, but it is mainly concentrated in technology start-ups. It is difficult for most 
small and micro enterprises in other industries to obtain financing this way.

Public REITs, private real estate funds, and digital securities are different in terms 
of trading venues, transaction scale, target audiences, and payment channels. 
Digital securities are more like small REITs. They cannot be traded on mainstream 
trading platforms such as Singapore Stock Exchange and New York Stock 
Exchange for the time being, but they can be traded on ATS licensed stock 
exchanges such as tZero and MERJ, Fusang and other stock exchanges to open up 
digital asset retail investment.



Asset digitization technology may provide another financing channel for small and micro enterprises. 
For example, for small and micro enterprises, especially start-ups, it is safer and more convenient to 
split and sell equity by digitizing equity, reducing the cost and complexity of business processes, and 
making business processes more cost-effective. From investors’ perspective, digital equity is easy to 
trade and has higher liquidity than traditional equity. The pricing mechanism is more transparent, 
and investor enthusiasm is more easily mobilized. The investment platform Republic provides two 
forms of financing for small and micro enterprises, one is small equity crowdfunding for non-quali-
fied investors, and the other is large private equity for qualified investors. Both models are sold in the 
form of tokens. As of May 2020, 191 companies have raised funds through the Republic platform.

Asset digitization technology can also solve the trade financing problems of small and micro enter-
prises, such as increasing financing opportunities, reducing process costs, reducing process com-
plexity, and improving transaction security and speed. Its security and transparency can help small 
and micro enterprises avoid information asymmetry, collateral requirements, lack of credit reporting 
agencies, and ensure efficient, safe, and automated data transaction processes.

Asset digitization technology has transparency and consensus mechanisms of blockchain technology, 
which can replace the old verification and inspection steps, and trade financing will, therefore, be 
more efficient. The Asian Development Bank predicts that the global trade financing gap is currently 
US$1.5 trillion, accounting for 10% of the merchandise trade volume. The results of the study show 
that the effective use of blockchain technology can reduce this gap by US$1 trillion.

Besides, smart contracts can simplify the business processes of small and micro enterprises and 
significantly reduce indirect costs such as security costs, KYC, data storage, and other expenses. 
Smart contracts can define agreements like traditional contracts and omit middlemen and automati-
cally execute pre-agreed terms. For example, small and micro enterprises can digitize the accounts’ 
receivables of core corporate customers, and deposit certificates on the chain in real time to form 
mortgageable assets. Smart contracts will release real-time loans based on preset conditions.
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Digital securities are a type of digital assets legally recognized as securities. The regulatory stan-
dards on KYC and AML of digital assets across countries are largely consistent with the current 
standards. The decentralized digital ID identification is an innovation of the underlying technology for 
asset digitalization, strongly supporting the legal compliance of the digital securities credit system.  

Ontology, an underlying blockchain infrastructure, explores innovations of the underlying technolo-
gies and products at the protocols’ layer from the perspective of decentralized identity and decentral-
ized data to tackle the puzzles of “how to prove that I am myself” and “how to prove that I am a 
qualified investor” and realize the credited and compliant value transfer in the digital securities 
space with focuses on the data ownership, data transfer, trustworthy data transaction and privacy 
protection. 

Compliance Solutions for 
Underlying Infrastructure
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Active Compliance of Market Entities 
with Regulation

INX.Limited, a cryptocurrency trading platform, was approved by the SEC in August 2020 to raise 
funds through an IPO of INX tokens. This is the first SEC-registered securities token trading in the 
digital securities industry. INX also intends to gain a foothold in the global digital securities trading 
market through the acquisition of the Broker-Dealer and ATS licences held by OpenFinance. 

The technological end is the main breakthrough point for digital securities companies to achieve 
compliance and meet the regulatory requirements. Taking the cooperation between Neoand Liquefy 
as an example, Liquefy integrates and delivers the regulatory systems and frameworks in multiple 
countries, while Neo uses the blockchain technology to develop an on-chain identity system. On 
triggering a transaction in the secondary market or a transfer between accounts, the on-chain 
identity system will automatically perform regulatory screening of the sensitive personal information 
stored on-chain, including KYC, AML, and other recognized information status, and at the same time 
retain and record all the transaction information on-chain for review and tracking purposes. Digital 
securities issuers may thus be able to issue digital securities in compliance with the regulatory 
requirements of each regulatory jurisdiction, and the market openness and flexibility will be en-
hanced as well.

DIGITAL SECURITIES INDUSTRY DEVELOPMENT REPORT

The supervision orientation is the most important external factor influencing the 
development of the digital securities industry. At the present phase, the digital 
securities companies build up their businesses still in the orientation of legal 
compliance.



Aisa Hong Kong

Since the publication of the Position Paper by the Hong Kong Securities and Futures Commission 
(SFC), Hong Kong’s regulatory bodies began to pay greater attention to the digital securities industry, 
yielding more specific regulations and ordinances for the digital securities industry. On 3 November 
2020, the SFC released a public consultation paper on the proposed amendments to the Anti-Money 
Laundering and Counter-Terrorist Financing Ordinance (Cap. 615).  

Under the current regulatory framework, the cryptocurrency-related trading platforms, funds, and 
capital management platforms are mainly licensed for Type 1, Type 4, Type 7, and Type 9 regulated 
activities. Funds and distribution platforms that invest in virtual assets shall hold the licence for Type 
1 activity; asset management platforms shall hold the licence for Type 9 activity. Providing custody 
services is also one of the conditions for the SFC to grant the Digital Stock Exchange Licence. 

On 15 December 2020, OSL Digital Securities became the first digital securities exchange to be 
licensed by the SFC to conduct Type 1 (dealing in securities) and Type 7 (providing automated trading 
services) regulated activities; HKbitEX is in progress of applying for Type 1 and Type 7 Virtual Asset 
Trading Platform licenses by the SFC. The above reflects the attitude of Hong Kong’s regulatory 
bodies to the supervision of digital assets.

Singapore

In May 2020, the Monetary Authority of Singapore (MAS) released an updated version of A Guide to 
Digital Token Offerings (“the Guide”). The current Guide is amended on the 2017 version, and is the 
official interpretive document on the application of Singapore's financial laws in the domain of digital 
tokens.  

The May-2020 edition of the Guide provides an overview of anti-money laundering and countering the 
financing of terrorism issues related to digital securities products, highlighting the application 
requirements of relevant regulations, including the identification of risk, formulation of policies and 
reporting of suspicious transactions. In addition, the Guide illustrates its practical applications with 
11 case studies.  

This Guide is globally a rare piece of official paper that provides a formal explanation of the token 
offerings.

Regional Regulatory Trends and 
Implementation Policies
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From the perspective of Asian markets, Hong Kong puts in place the most stringent regulations for 
digital securities assets. There has been no case to refer to, as the policies, though providing guid-
ance, lack applicable directions. Hong Kong’s traditional financial industry has also demonstrated 
strong interests in digital securities. Part of the HKbitEX management, a Hong Kong digital currency 
exchange established in 2019, is from the HKEx.  

As one of the international financial centers, Hong Kong is the world’s largest RMB offshore market, 
but its status as a financial center has been challenged in recent years due to its limitation in 
resources and economic volume. From the “Regulatory Sandbox” to the first licensing in 2020, the 
Hong Kong government has been continuously perfecting the policies and regulations to facilitate the 
development in the digital securities industry. The city is on its way to becoming a regional develop-
ment exemplar of the digital securities industry, and its future steps are well worthy of attention.  

In general, Singapore adopts a laxer overall regulatory framework for digital currencies than Hong 
Kong, which permits a regulatory environment that allows for the widespread registration and 
issuance of all types of digital assets in Singapore as well as the opening of various innovative 
activities, creating a push for the development in the digital asset ecosystem. For instance, the 
Monetary Authority of Singapore (MAS) has been actively carrying out consultations on allowing 
digital derivatives trading.

Wilayah Persekutuan Labuan, Malaysia

Founded in 1996, the Labuan Financial Services Authority (LFSA) is Malaysia’s offshore financial 
regulator, mainly playing the role of issuing licences, such as for money brokerage, and supervising 
and regulating the financial entities operating in Labuan. 

A large number of corporates in the blockchain industry are deploying businesses in Labuan. GSX 
Group is making Labuan-based business deployments. Fusang and China Construction Bank also 
chose Labuan to test-offer digital bonds, while the government of Labuan allows certain freedom for 
the blockchain industry in its current development. 
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In 2020, the U.S. Securities and Exchange Commission (SEC) expanded the regulatory compliance 
aspects of the digital securities industry. Digital securities offerings in the U.S. are subject to four 
exemptions: Reg D, Reg A+, Reg S, and Reg CF. In 2020, the SEC elevated the size of Reg CF offerings 
from $1.07 million to $5 million, adjusted that of the Reg A+ offerings to $75 million, and modified the 
definition of eligible investors, creating a positive impact on lowering the barriers of entry and adding 
liquidity for digital securities investments.  

To better understand the characteristics of the digital asset industry, the SEC announced in Decem-
ber 2020 that, on the premises of effective management of the users’ digital (securities) assets, no 
enforcement would be imposed on the brokers for the next five years. Under the current U.S. regula-
tory system, this policy allows the relevant companies to provide broker-dealer services under a 
series of specific conditions, which is conducive to the formation of a comprehensive digital asset 
industry ecosystem. The traditional U.S. securities regulation is based on the Securities Act of 1933, 
the Securities Exchange Act of 1934, and the various rules and regulations administered by the SEC. 
The current regulation fails to satisfy the need for ICO offerings from emerging tech companies. 

On 6 February 2020, SEC Commissioner Hester Peirce presented the Token Safe Harbor Proposal at 
the International Blockchain Conference in Chicago. The Proposal outlines an ICO safe harbor 
exemption from the registration obligations stipulated in the Securities Act of 1933 for the issuance 
and circulation of tokens that satisfy certain conditions.

Although the specific criteria have not yet been outlined, the Proposal is aimed to render companies 
certain room for development. It also showcases the attitude of the U.S. regulator to pay appropriate 
attention to the emerging markets and strike a new balance between encouraging financial innova-
tions and protecting investors’ interests. 

Secondly, in December 2020, the SEC approved the NYSE's Direct Listing Process (“DLP / DPO”) 
proposal, which would allow issuers to raise capital by selling new shares directly to the public 
through a direct listing. DLP is not new, but was not available for the new issues in the past, whereas 
this new regulation makes it possible for companies to raise capital through issuing new shares. 

DLP rules apply to all types of companies and are not closely or directly related to the crypto world. 
From the perspective of corporate financing or liquidity, DLP is not materially advantageous, but is 
still conducive for digital securities companies.   

The new rules are intended to encourage innovation and benefit technology innovation companies and 
other start-ups. Among the emerging technology innovation companies, those applying blockchain 
and smart contract technologies are heavily represented. Following the NYSE, Nasdaq, the preferred 
trading platform for a large number of Internet innovation companies to go public, also submitted a 
similar proposal that was immediately approved.

The 
United 
States
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Even with a number of critical regulatory questions unanswered, governments of European countries 
manifest a clear general regulatory orientation regarding the crypto assets, gradually forming a more 
specific framework for regulatory compliance. 

In December 2020, the UK national standards body BSI published PSA 19668 for securities-natured 
tokens, one of the first cross-chain standards in this area. In the same month, Merkel’s cabinet 
passed a new law that will remove the requirement to hold a paper certificate to sell securities, 
openly seeking to promote the country’s blockchain transactions. As the biggest economy in Europe, 
Germany is at the forefront of securities token adoption.

Europe

In addition, the new rules weaken the intermediary function of investment banks, and companies and 
projects can conduct peer-to-peer transactions directly with the investors, which is more consistent 
with the concept and principle of digital securities and DeFi that emphasize on financial democratiza-
tion featuring decentralization, openness and transparency, and equal opportunity. Taking into 
account the fact that the U.S. Treasury’s Office of the Comptroller of the Currency allows banks to 
issue and use digital stablecoins for payments and settlements, it is foreseeable that decentralization 
will be where the financial industry is heading to.

On the other hand, the DLP direct listing rule is consistent with the principle of “fairness” in the 
public markets, an inherent logic that coincides with the concept of financial democratization behind 
digital securities. DLP is an improvement on the IPO rules, while STO (digital securities offerings) is 
in compliance with the principles of the securities laws that govern DLP/IPO.   

STO and DLP are two dimensions of digital securities, and their cooperation in complementation will 
promote the process of financial democratization. This new rule is a huge step forward for financial 
regulation and a landmark financial innovation, which may benefit the digital securities industry as a 
division of the digital finance business.
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New Types of Digital Securities Products

Judging from the specific subjects of digital assets, stocks, bonds, traditional financial derivatives, 
accounts receivable, financial products, real estate, artworks and all kinds of liquidity-scarce physical 
assets all can be compatible with the decentralized financial economic model to achieve various ways 
of implementation. These digitalized assets, in essence, are innovative exploration based on asset 
properties within the scope of regulatory compliance. For example, in October, cryptocurrency 
derivatives exchange FTX, launched equities tokens pegging popular stocks such as Tesla, Apple, 
Amazon, Facebook and offers 7*24 non-stop trading. 

Compared with the general financial products, the digitalized and securitized ones are enhanced with 
higher divisibility in terms of asset structure, which is conducive to unleashing potential liquidity. In 
2020, the upsurge of DeFi directly spurred the development of synthetic crypto assets, with synthetic 
assets of gold and U.S. stock entering the digital asset investment market in tandem, such as that the 
platform Synthetix allows its users to stake SNX tokens as the collateral to create synthetic assets 
with bitcoins, fiat money, Tesla stocks and gold, and enable swaps between the synthetic assets. 
Digital securities assets consisting of real estate and equity are gaining scale as well.  

Wing, a DeFi project based on the Ontology public chain, is one of the examples. Through launching 
its first credit lending product “Inclusive Pool”, in reliance on the self-managed scoring system 
OScore, Wing facilitates its users to achieve under-collateralization. In the meantime, Wing is ex-
panding into the digital assets in the traditional areas in exploration of the possibilities of digital 
synthetic assets and the collateralization of traditional equity assets.

Traditional Financial Bodies and Digital Securities Businesses

Digital Securities Assets and 
Business Evolution
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Investment in equities is the main way for traditional financial institutions to engage in the digital 
securities industry. In 2020, Securrency raised $17.65 million in Series A funding led by WisdomTree, 
one of the leading ETF providers in the U.S., and followed by Abu Dhabi Investment Office (ADIO), 
Japanese financial services giant Monex Group, and venture capital firm RRE Ventures.  

In addition, some leading financial institutions have chosen to partner with digital securities infra-
structure providers to participate directly in the digital securities business. On 23 January 2020, PwC 
Luxembourg announced its partnership with Tokeny Solutions to jointly launch a one-stop Tokenisa-
tion solution that manages the whole lifecycle, including asset issuance, transfer and trading. 

In September 2020, the Singapore Exchange (SGX) completed its first $300 million digital bond 
offerings in partnership with Singapore HSBC (HSBC). In November of the same year, the China 
Construction Bank Corporation Labuan Branch and Fusang Exchange collaborated on an ERC token 
standard bond offering at the size of $3 billion, which, though suspended later, was an experimental 
move by traditional financial institutions, releasing the trending signal of their attentive interests in 
the digital securities market. 



SUMMARY OF THE 
OVERALL 
DEVELOPMENT TREND 
OF THE DIGITAL
SECURITIES INDUSTRY 
IN 2020

DIGITAL SECURITIES INDUSTRY DEVELOPMENT REPORT



DIGITAL SECURITIES INDUSTRY DEVELOPMENT REPORT

Though the digital securities industry has not encountered explosive growth in 2020 and the overall 
market has not winessed obvious changes, the scale of the asset market value increased prominent-
ly, and the infrastructure and the underlying technology structure keep improving. European coun-
tries and the U.S. still dominate the digital securities industrial chain, with the U.S. taking the abso-
lute lead with core technology resources. 

The current regulatory structure of the mainstream governments is still basically the same as that in 
2019. Legislative frameworks for the asset digitalization in some regions are gradually taking shape. 
However, the prudent regulatory keynote to the digital securities industry remains unchanged. 
Globally, the industry is still following the regulatory policy led by the U.S. government, which serves 
as the beacon of the development of the industry. Although Hong Kong, Singapore and other regions 
are not located at the heartland of resources and are limited in market resources, their governments 
have released positive signals through developing compatible regulatory policies in response to the 
economic situation. Some regions have shown interest and ambition to unleash the potential of the 
digital securities industry, driving the balanced development of the digital securities industry in the 
future.

The DeFi market skyrocketed in 2020, with the business ecosystem and infrastructure basically in 
shape. On-chain asset trading is active amid high-speed development. However, as the problems of 
security, risk control, compliance and other aspects continue to exist on DeFi platforms, along with 
the issues such as asset settlement in compliance, most of the mainstream financial investors are  
holding a “wait-and-see” attitude. The real-world assets and their operating modes can be integrated 
with DeFi through digitalization powered by the blockchain technology. The invention of oracles, DEX, 
decentralized custody and other applications provides solutions to increase the liquidity between the 
two types of assets. In the future, DeFi will not confine itself to native crypto assets. The digitalization 
of real-world assets will optimize DeFi’s underlying asset structure and boost the development of the 
overall DeFi ecosystem.

Issuing and trading are the underlying businesses of the industrial chain of digital securities on the 
global scale. The technology side has posed a number of challenges to the future development of 
digital securities industry in terms of compliance. The infrastructure services are still on the way to 
be fully established, and a global framework of compliance has not been developed yet. These are all 
problems that we need to consider. The existing protocol standards for issuing are still unable to 
process assets with complex structures, and the market still lacks digital securities trading venues 
that are secure and compliant with satisfactory investment experience. 

The development of the scale of the digital securities market has been restricted due to unsatisfacto-
ry quality and liquidity of assets since 2018. Entering 2020, enterprises in the digital securities 
market are taking the initiative to seek new business growth points, shifting their business focus from 
the secondary market to the primary market. A number of top-tier digital securities trading and 
issuing platforms have started their try-outs in the primary market. Through establishing the asset 
channel applicable to the digital securities industry, they have been trying to increase the barriers of 
entry for assets and integrate traditional financial stocks to solve the high failure rate of corporate 
financing through STO and lay a foundation for improving the liquidity of the secondary market at 
later phase. Relying on the underlying blockchain technology and its globalized nature, the digital 
securities industry will revolutionize the revolution of traditional financial business on digitalized 
asset issuing and trading. We are confident that in the coming three to eight years, the digitalization 
of real-world assets driven by digital securities will become trendy worldwide.



As the core technology of the next-generation digital economy, blockchain can be widely applied in 
terms of enabling the real economy industry. Blockchain comes second to none when it comes to 
cross-industry integration, industrial governance, distributed collaboration and crisis response.

Binance China Blockchain Institute is dedicated to building the infrastructure and services for digital 
finance with blockchain technology at its heart. We focus on independent R&D on core technologies of 
blockchain, industrial applications and governance pattern studies. Through applying our accumulat-
ed underlying technologies to the actual needs, we provide customized one-stop services to empower 
the real economy industry with the blockchain technology, seeking the maximized value of the 
empowered industries.

We are delighted to discuss the development of the digital securities industry with professionals from 
the industry. We hope that our discussions will yield greater insights to help those with ambitions to 
embrace the opportunities in the new area of digital securities.

Helen Hai 
Executive Dean

In alphabetical order, in no particular order

Voices

Binance China Blockchain 
Institute
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We are going through an unprecedented financial revolution. Blockchain-based digital finance is 
gradually reconstructing the operation pattern, business mode and even the whole industrial ecosys-
tem of the current financial system. 

Digital assets are at the heart of digital finance, and the main component of digital assets is what has 
been explicated in great detail by this report, digital securities. Real-world assets, especially some 
non-standard assets, will debut again in the digital world in the form of smart contracts powered by 
blockchain technology. These assets will break through the physical barrier in a real sense away from 
the traditional financial intermediaries. The smart interaction between assets, and between assets 
and platforms can achieve higher transfer efficiency with lower cost, bringing immeasurable social 
and economic prospects. 

Cabin VC focuses on asset digitalization. We have partnered up with the first-class builders of the 
industry—UPRETS, Binance Blockchain Institute, HKbitEX, GSX Group and Ontology, in hope of 
sharing the latest developments of this highly potential industry with society. 

Haiguang Huang
Founder

Voices

In alphabetical order, in no particular order
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We are thrilled to have the opportunity to contribute to the Digital Security Report 2020. With collabo-
rative efforts, this report highlights the key achievements that FinTech innovation, DeFi and block-
chain are able to create in the financial world, with the aim to help the growth of the industry. It is 
clear that these innovations have already facilitated social progress. The innovations in digital assets, 
for example, have tackled “the unbanked”, promoted the green ESG initiatives and shortened the 
distance between investors and issuers. Ever since the opening of our first exchange in Labuan in the 
first quarter of 2021, GSX Group has been committed to engage investors and issuers to develop 
closer connections and promote these initiatives toward the end of capital market democratization, 
under the background of a burgeoning digital securities trading ecosystem.

Nick Cowan
CEO

Voices

In alphabetical order, in no particular order
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FinTech is making breakthroughs as the blockchain technology becomes more mature. One of the 
landmarks in the capital market is the Security Token Offering (STO), which has hastened to help 
projects of the private market, medium-size enterprises and non-current assets to achieve their 
financing goals. 

Founded in 2019, HKbitEX is a leading digital asset exchange that serves professional investors. 
HKbitEX has received the TCSP licence in Hong Kong to provide trust service, and is awaiting approval 
of the Type 1 and Type 7 licences for virtual asset trading platforms from the Hong Kong Securities 
and Futures Commission (SFC). 

HKbitEX is building a digital asset ecosystem that supports cryptocurrency trading and STO, and 
provides one-stop services from tokenization, issuance, to trading, custody and trading management 
in the secondary market through forging open partnerships. Instead of replacing traditional financial 
services, we believe that our mission is to tackle the pain points of the traditional financial industry 
with our solutions and to collaborate with the existing capital market infrastructure builders and 
market participants (such as sponsors and brokers). 

This report outlines the digital securities market, pointing out its key trends and immense possibili-
ties for future development. We are very honored to be invited by Cabin VC to formulate this report 
together with the pioneers in the digital securities industry. HKbitEX will also continue to build up a 
digital asset ecosystem through open partnerships, and rise to become an outstanding digital asset 
trading platform in Asia.

Han Gao
CEO

Voices

In alphabetical order, in no particular order
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With a large number of traditional organizations and capital from the mainstream flooding in, it has 
become a long-term trend for various types of traditional assets to integrate with the decentralized 
economic model. In the future, a more decentralized, reliable and secure STO platform and a KY-
C/AML screening model connecting on-chain and off-chain will be new opportunities for STO to 
explore in the next stage. 

Residing in the overall environment where the digital securities space is accelerating its develop-
ment, Ontology’s technological focus falls on decentralized identity, as well as the data management 
and identity verification functions therein, and the innovative STO + DeFi scenarios to achieve value 
circulation for ST. At present, Ontology stays focused on the ONT TAG identity verification solution, the 
ONT ID-facilitated sales of trans-regional (trans-border) securities products, the STO solution 
partnered up with Binance Smart Chain (BSC), and DeFi lending based on on-chain credit ecosystem, 
bringing brand new solutions for the digital securities market. 

We felt honored and grateful for Cabin VC to invite us to participate in editing this report with the 
top-tier enterprises in the digital securities space. Ontology will, as always, adhere to independent 
R&D and product innovation. With Ontology’s unique underlying technology framework, we will 
provide reliable and valuable infrastructure and products for digital securities, and vigorously pro-
mote the development of the industry from a technical perspective.

Jun Li
Founder
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Ran Wei
CMO
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We always believe that for the real estate industry, digitalization is a natural course of development. 
Data will become a more precious and valuable asset than real entities. If the blockchain industry 
wants to continue to thrive, it must integrate with the real economy, where comes our role as the 
bridge of digitalization for real assets into the DeFi ecosystem. 

At present, UPRETS’s product lines include STO, DeFi collateralization and lending, and technology 
infrastructure. UPRETS is working closely with top-tier DeFi projects on the mainstream public 
chains, contributing a higher volume of high-quality digital securities based on real assets to the DeFi 
mortgage pool. Our tech team is conducting research on price capturing for real assets, oracle 
development and other aspects. Our market and finance teams are in in-depth conversations with 
UBS, Freddie Mac, the Blackstone Group and other traditional financial organizations as well as 
globally renowned law firms such as OMM, Baker McKenzie and Dahui, to explore a series of solu-
tions to issues such as the hierarchy of loans. 

UPRETS has always stayed true to the digital securities space. We felt honored to be invited by Cabin 
VC to share the long way we’ve come and our blueprint for the future with HKbitEX, ONT, NEO, and 
GSX Group. Our hope is to become the guardian and pioneer of the digital securities space, joining 
hands with friends from traditional finance, real estate and public chain and DeFi worldwide.



Sepical Thanks

Thanks to Lili Feng for accepting the interview on the regulatory rules of the digital securi-
ties industry in the United States.

Lili has 15 years of experience in financial technology, securities and capital markets, and 
has worked for the US Securities and Exchange Commission (SEC).
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