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The case for collateral tokenisation
Who participated in the survey?

Others
16%

Africa & Middle Eaf
1%
Issuers

1%
Exchange
3%

Investors
37%

Technology North America
provider 18%
10%
Apac
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Custodians

1%

Brokers
22%

The case for collateral
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Why, where and how are firms
working on tokenised collateral
today?

These findings summarise the outputs of
an industry-wide survey, run in Q3 2025, to
provide statistical clarity on exactly how the
world's capital markets are applying the
opportunities of tokenisation to the world
of collateral and margining.

The survey, sponsored by Nasdaqg, and run
INn partnership with ISLA, ISDA and ISSA,
draws on views from 203 market
participants, from across the market
segments and with global representation.

We welcome your thoughts and questions
on this information at
info@thevalueexchange.co and we look

forward to discussing this with you soon. Qo

A
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The case for collateral tokenisation

Key findings

Collateral tokenisation

in 5 points

The average firm is pledging and
managing up to USD74bn in collateral
today

25% of a firm’s collateral is either excess
or not renumerated overnight today-
costing over USD2bn in treasury income

In reducing fails by over 13%, collateral
tokenisation is expected to deliver key
balance sheet benefits

Tokenisation of collateral is expected to
deliver immediate savings of over
USD340m for Tier one firms

Tokenisation of collateral is moving from
theory to practice, with 52% of firms
preparing to go live by 2026

A

Collateral: An
operational problem,
costing treasury

Operational costs are up to 57% of
the costs of a trade today

e Delivery: Almost 70% of respondents

struggle to manage collateral
delivery today

delivery issues across up to 65

o Complexity: Firms face collateral
locations

posting more than half of their

e Lost mobility: 35% of firms are
collateral overnight

are driving the average firm to post

e Over-provisioning: Delivery issues
6% more collateral than they need to

The case for
tokenised
collateral

80% of North American
firms expect tokenised
collateral to have a
major impact

94% of firms believe
that tokenisation will
help toincrease the
mobility of their
collateral

Custodians expect a 16%
reduction in overnight
costs

81% believe that instant
DVP is the key feature
of tokenisation.

The case for collateral

30% of firms see repos
as the highest priority
activity for tokenisation

Cash, funds and HQLA
are the core targets for
50% of respondents in
every region

72% of firms would use
tokenised money
market funds as digital
money

70% see CDM as the
foundation for digital
asset representation on-
chain

Taking first
steps

80% of custodians
expect to be live
tokenising collateral by
the end of 2026

Legal clarityon
tokenisation and on
enforceability are
holding back >50% of
firms

69% of respondents
expect quick progress
on legals, legacy and on
the business case

68% of North American
firms expect substantial
progress on tokenised
collateral issues this
year




The case for collateral

The average firm is pledging and managing ISLA SDys
up to USD74 bn in collateral today Pl

Average collateral pledged today per activity
(USD) Distribution of collateral volumes

$ 16.6 bn Securities lending 42% 35% 12%

$ 15.8 bn Repos 54% 25% 14%

$14.2 bn OTC derivatives 44% 33%

$ 11.8 bn Listed derivatives 56% 28%

For other activities 55% 25% , 15%

$0 -$5bn $6bn - $20bn $21bn - $50bn  ® Over $50bn

US$74 bn in total




The case for collateral
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25% of a firm's collateral is either excess
or not renumerated overnight today

IOI Nasdaq

Average Collateral Treatment Today

34% 41% 18% 7%

$ 2.82 bn

$ 25 bn ' Average lost
earnings per firm

f Overnight per annum

. . collateral that | Additional N (assuming 2 bps overnight
Overnight collateral that is is not collateral funding rate)
Intraday collateral renumerated renumerated for
(mostly cash) (securities or buffering

\ cash)




Collateral tokenisation is expected to deliver benefits G 11\ s
across the trade cycle - reducing fails by over 13% \ s

o
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Average expected impact of tokenised collateral (% change per metric)

Certainty of Utilisation

settlement

Y

Cost of failed Operating costs Collateral Risk Weighted Overnight LCR ratio and Collateral
trades (and buffering volumes Assets /balance collateral and funding utilisation
associated sheet costs funding costs

regulatory capital
costs)




The case for collateral

Tokenisation of collateral is expected to deliver ggo

immediate savings of over USD340m for tier 8 Y

one firms

ISSK

e By glNasd
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Total economic benefits of tokenised collateral, by tier of collateral pledged daily

Tier 1 ($100bn and above) Tier 2 ($20bn - $99bn) Tier 3 (Below $20bn)
Total value of collateral that is excess
or not renumerated today (USD USD36.8bn USDI11.5bn USD2.3bn
Average)
Average expected increase in
mobilisation of overnight / non- USD2.0bn USDI1.3bn USDIoOMm

renumerated collateral (through
tokenisation)

Average expected reduction in excess

collateral (through tokenisation) LSt Hisiptelin
Total expected increase in
mobilised overnight collateral due USDl.6bn USD200m

to tokenisation

ISLA [SDAfE=

otal inc;ea;eTn;;re; ear;\ir; 3 v
{g\:‘rielr r':)okenisationtof cotllateral ?per USD346m USD'|90m USD7.7m




The case for collateral

Tokenisation of collateral is moving from theory to
practice, with 52% of firms preparing to go live by end-
2026

% of respondents with plans to start using tokenised assets as ..by segment
collateral

Investment bank / Broker

52% expect to launch Custodian

by 2026
| Technology company
Exchange / CSD

Fund manager (mutual o
funds) . 7%

Fintech / Neobank I 4%

Hedge fund manager I 2%

2028 &

Beyond No Idea No Plans

2025 2026 2027




Collateral
today: an
operational
problem
that is
costing
treasury




The case for collateral

What is wrong with collateral today?
Up to USD46bn of a firm'’s collateral posted is either
excess or not-renumerated — costing treasury income

Distribution of Collateral Treatment by Organisational Total value of collateral that is excess or
Tier not renumerated today (USD Average)

Tier 1 ($100bn and above)

48% 14:% 8%

Tier 2 ($20bn - $99bn)

31% 49

Average lost
earnings per firm
perannum

(assuming 2 bps overnight
funding rate)

Tier 3 (Below $20bn) 33%

B |ntraday collateral Overnight collateral (renumerated)

® Overnight collateral (not renumerated) ®m Additional collateral for buffering



Operations Challenge 1: Operational costs are up to
57% of the costs of a trade today

Average breakdown of the costs of a transaction

33%
Operational costs make up...
57% of an OTC derivative transaction
50% of a Securities financing transaction
14%
9%
Deal execution Securities delivery Collateral Corporate event Securitiesreturns Reconciliations Treasury costs

management mManagement //‘

Securities finance transaction B (OTC) derivative transaction

The case for collateral

ISSK

IOI Nasdaq

13%

8%

Client reporting Regulatory
reporting

ISLA [SDAfE=



Operations Challenge 2: Delivery

Almost 70% of respondents struggle to manage collateral delivery

today

Settlement matching and delivery issues (consuming operational headcount)

Manual substitutions creating an operational burden

High volume of manual/ paper-based instructions consuming operational
burden (and risk)

Lack of settlement certainty triggering over-provisioning / under-utilisation of
collateral

Manual eligibility management (due to lack of standard definitions and / or
custom schedules)

Stranded / immobile collateral due to market and account limitations

Issues in earmarking triggering incorrect collateral holdings

Management of corporate events (including corporate action entitlements,
coupons, etc.)

Issues in valuing collateral triggering incorrect collateral holdings

The case for collateral

% of respondents citing each issue in managing collateral
69%
64%
61%
58%
58%
56%
53%
53%

50%




Operations Challenge 3: Complexity e - ISL1 ISDA
Firms have to manage collateral delivery issues across up to 65 locations — }/ " 4SSN
with investors struggling the most e e

Average number of collateral locations Average number of collateral locations per activity

per firm (custody locations) and segment
85 (total)

Other Securities
activities lending 69 (total)

12 13

65

Listed locations

deri\;aztives (averag e) /

‘ 38 (total)
7
7
8

Brokers Custodians Investors

11

OTC

15

19

B Securities lending Repos B OTC derivatives M Listed derivatives Other activities




Treasury Challenge 1: Lost mobility = e I
Delivery issues are driving 35% of firms to post more than half of o < SSK
their collateral overnight — only a third of which is renumerated P vesdzq

% of firms posting overnight collateral

b I f ight ti
(2TATeIR IS I O TSI [CSEIRG) Average % of overnight margin

that is renumerated

22%

W O-10% of total collateral 1-25% of total collateral M 26-50% of total collateral

B 571-75% of total collateral ®76-100% of total collateral Don't know




The case for collateral

Treasury challenge 3: Over-provisioning sskspistr L
Delivery issues are driving the average firm to post 6% more collateral Bx Pnascaq
than they need to | &%

% of respondents posting additional collateral as a provision

for failed deliveries Average Additional Collateral Posted

(USD by firm tier)

Tier 1($100bn and above)

(o)

6%
Average

additional

posting of Tier 2($20bn - $99bn)
collateral per
firm

$ 1.5 bn

Tier 3(Below $20bn) @ $ 0.5 bn

B 0% additional provisioning Oflateral as additional provisioning

¥ 6-10% of collateral as additional provisioning W Over 10% of collateral as additional provisioning

Don't know




The case for
tokenisation




Almost 80% of firms in North America expect bk
tokenised collateral to have a major impact - mainly .
in the mid tier

% of respondents expecting tokenised % of respondents expecting tokenised
collateral to have a significant impact on collateral to have a significant impact on
their business (by firm tier) their business (by firm tier)

Tier 1($100bn and above)

Tier 2($20bn - $99bn)

Tier 3(Below $20bn)

North America Europe Apac




The case for collateral

94% of firms believe that tokenisation will help to
increase the mobility of their collateral

% of respondents expecting tokenised collateral to impact their businesses, by benefit
and impact

Increased (intraday) mobility of existing securities collateral VA A 39%

Reduction in operating costs of managing collateral

Enabling 24/7 trading and clearing 42% 36%

Increased (intraday) mobility of existing cash collateral

Mobilisation of (currently) trapped or immobile assets - as new
collateral

Inclusion of new, natively digital assets as collateral (e.g. crypto-
currencies, digital bonds, etc))

30%

B Highimpact ® Medium impact




The case for collateral

Expectations of collateral tokenisation vary sokepisation
significantly by segment: with custodians expecting o5/,
a 16% reduction in overnight costs

ISSK

vaiuce \wi X‘; IOI Nasdaq

Average expected impact of tokenised collateral on each activity

9%

6%
Fund managers

\ /3%

-3% 3% =3% =% 3%
[\\ Exchange / CSDs \50/

-7% =6%
-9% -8%

%% v,
Investment banks / brokers 6% ‘
4 7 )} Custodians
LCR ratio and Risk Weighted Assets Cost of failed trades Operating costs Collateral buffering Overnight collateral Collateral utilisation
funding / balance sheet costs (and associated volumes and funding costs

regulatory capital
costs)




81% believe that instant DVP is the key feature of
tokenisation

% of respondents expecting tokenisation to have a
major role in realising the following benefits

Facilitating instantaneous, DVP / real-time settlement of loans, repos and / or o
collateral (and balance sheet savings) 81%

Facilitating real-time visibility and reporting of collateral 74%

Enabling end-to-end process automation and removal of exception handling across the
collateral lifecycle

72%
Facilitating intraday borrowing, lending and financing (and balance sheet savings) 72%
Providing automated audit-trails and regulatory reporting 70%
Driving adoption of a single data standard for Securities Finance transactions (e.g. CDM) 65%

Facilitating the use of smart contracts for lending and collateral management 60%

Mobilising more asset classes for lending and borrowing (e.g. private equities, tokenised gold,
physical gold, stranded securities etc.)

56%

Enabling 24-hour /7 days a week lending and funding availability (including out-of-hours 529%
processing)

Maintaining a single, internal book of record / golden copy for all securities finance activity . 2%
Eliminating the need for data reconciliations 52%

Automated regulatory and client reporting 50%

Enabling automated shareholder management (i.e. proxy voting, etc.) including securities on 20%
loan

Enabling retail lending and borrowing (via wealth managers / brokers) 29%

Enabling lending and borrowing of crypto currencies 25%

Y e
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Where to use tokenised collateral?
30% of firms see repos as the highest priority activity for
tokenisation

% of respondents citing each collateral activity by level of priority for tokenisation

OTC derivatives margining
Securities lending

Listed derivatives margining
For other activities

W High priority ™ Medium priority Low priority




aské’u for collateral

What collateral to tokenise? ot 1SL1 DA
Cash, funds and HQLA are the core targets for 50% of respondents /// s el
in every region Rl R

% of respondents in each region expecting to tokenise each asset class for use as collateral

67%
35%
| 19% 22% %
- o —n El
Cash Funds (inc Money G7 Sovereign debt G7 Equities Emerging markets Gold Emerging markets Unlisted securities Crypto-currencies Real estate

Market funds) debt equities

B North America Europe M Asia




What digital money?
72% of firms would like to use tokenised money market funds as
digital money - especially in Europe

% of respondents planning to use each form of

digital money for their collateral movements % of respondents planning to use each form

of digital money for their collateral
movements

Stablecoins 60%

Money market funds KESA 75%

Tokenised payment platforms /

Money market Tokenised Stablecoins CBDC RTGS connectivity
funds payment
platforms / RTGS

connectivity

B North America Europe ™ Apac
g0

2
#

=



The role of the Common Domain Model?
70% see CDM as the foundation for digital asset representation on-
chain

% of respondents who see CDM as playing a core role in % of respondents per region who see

delivering greater connectivity CDM as core to delivering greater
connectivity

78%
62%
42%

North America Europe Apac

Serving as the data standard for the

o
representation of tokenised and digital assets
Ensuring interoperability by standardising 67%
smart contracts across ledgers -
Enabling workflow automation across S
i 63%
systems and organisations
Interaction of the CDM with existing 62%
standards such as ISO, FIX and FpML -
Common messaging language to streamline o
o . 62%
communications between counterparties
Providing the basis of a legal smart contract
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Taking first steps




The case for collateral (
_tokenisation ISLA ISDAIE=
7 - ISSK
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80% of custodians expect to be live tokenising
collateral by the end of 2026

% of respondents by segment citing plans to tokenise collateral in the coming years

2025 2026 2027 2028 and beyond No idea or Never
;E)((:cglg)asnges / CCPs 50%
Custodians 13%
Brokers 23%
Investors 33%
Technology 539,

provider




Why not more?

Legal clarity on tokenisation and on enforceability are holding back
more than 50% of firms, before they can move onto operational issues

% of respondents either blocked or slowed by the following issues

#1issue in
Regulatory constraints (local regulators not allowing for tokenisation) 289%

Europe
Lack of legal clarity (e.g.on bankruptcy provisions and enforceability) >
#1lissue in | #lissue in

Inconsistent asset eligibility and classification North Asia-
Lack of eligibility (in CCPs and collateral takers) America . Pacific
Lack of interoperability with multiple DLTs / need to mobilise tokenised collateral
across chains and jurisdictions 38% 46%
Pending detail on legal status / enforceability of rights using tokens
Lack of clarity on accounting treatment of tokens
Investment prioritisation (for the move to a DLT infrastructure)

® Blocking progress ™ Slowing progress

~N




The case for collateral

When do we expect the key issues to be resolved?
Up to 69% of respondents expect progress on legals, legacy and on
the business case soon

: N Expected time-frame for issues to be
% of respondents either blocked by the following issues ¥

resolved
Regulatory constrainttsoﬂzcé?slarteigﬁ)lators not allowing for
e rceamilty) e
Inconsistent asset eligibility and classification
Lack of eligibility (in CCPs and collateral takers)
s momenti  RE E R
Pending detail on Ie%aslir_:,;attglfe/fsnforcea bility of rights
Lack of clarity on accounting treatment of tokens 19% 27%
Lack of customer / market demand
Liquidity limitations (on any one network today)
Privacy / Security concerns 12% 31%
Investment priorii;c‘ifsraatsi?rr&((;ourrg)\e move to a DLT 31% 38%

Blyear M2-3years




The case for collateral

When do we expect to be able to progress? sokepisation IS\ ISDA=
. ) : : =77, 1SS
68% of North American firms expect to be making sulbstantial ,ﬂ'/ﬁ I e

progress on tokenised collateral this year

% of respondents by region expecting core issues with tokenised collateral to be resolved,
by year

North America 68% 24%

49% 15%

Europe

Apac BREE 44% 42%

B ]year 2-3 years 4-5years Don't know




X the ValueExchange

Thank you!

thevalueexchange.co —

This report has been prepared by The VX (Canada) Ltd. and is provided for information purposes only.

The information contained herein has been compiled from sources believed to be reliable, but, although all reasonable
care has been taken to ensure that the information contained herein is not untrue or misleading, we make no
representation that it is accurate or complete and it should not be relied upon as such. All opinions and estimates
included herein constitute our judgment as at the date of this report and are subject to change without notice.

Unless we provide express prior written consent, no part of this report should be reproduced or distributed. We do not

accept any liability if this report is used for an alternative purpose from which it is intended, nor to any third party in
respect of this report.

This document must not be considered as an offer to sell or a solicitation of an offer to buy any product, security or
service.
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