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Executive Summary

Global Digital Finance (GDF) welcomes the Wholesale Digital Markets Champion's First Report and strongly supports its direction of travel. The
report provides a clear framework for moving the UK from pilots towards scalable, live tokenised markets and, importantly, puts practical delivery
at the centre of the next phase.

We particularly welcome the report's focus on an end-to-end repo use case, its recognition that interoperability must work across new and
existing infrastructure, its support for different forms of wholesale settlement money, and the creation of nine Action Groups across ten
priorities, coordinated through a Champion-led Orchestration Group.

For clarity, an end-to-end repo use case does not require repo trade execution itself to move on-chain. Repo transactions can continue to be
negotiated and executed through established venues and workflows, including existing electronic trading platforms. The relevant focus for the
Champion's programme is the post-trade infrastructure supporting the cash and collateral legs, and whether those legs can settle, move and
interoperate efficiently across digital and conventional infrastructure.

The recommendations below are intended to further bolster the report's conclusions and strengthen delivery. They do not seek to reopen the
report's direction of travel. Instead, they focus on the practical conditions GDF members believe will determine whether the programme moves
from successful technical execution to repeatable, commercially viable institutional use at scale.

We use the report's own baseline and economic framing throughout: the UK processes over £4 trillion of securities on average per day; tokenised
assets represented around 0.01% of investable assets in 2025, approximately $30 billion globally, after value grew by 300% in 2025; and the
report cites a potential market of $88 trillion, around 16% of global investable assets, by 2035. It also cites estimates of up to £33 billion in
additional annual UK economic output and £14 billion in annual tax revenue by 2035, conditional on the UK being among the leading jurisdictions
and adoption scaling globally.

Against that backdrop, GDF recommends the following measures to further strengthen delivery:

e build commercial utility and the voice of the customer into the programme from the outset;
® use existing production examples and completed industry work to avoid re-solving problems that have already been demonstrated;
e make collateral mobility, rather than simple collateral eligibility, a central objective of the repo programme;
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® preserve optionality across settlement assets and permissioned, permissionless and hybrid infrastructure, while distinguishing central bank
money, tokenised deposits and regulated stablecoins and ensuring multi-currency interoperability;

develop DIGIT as the foundation of a repeatable programme of issuance and secondary-market activity rather than a one-off instrument;
treat interoperability as a prerequisite to the architecture, not a downstream consideration;

prioritise identifiable legal, prudential, custody, FMI, tax and accounting barriers which can be addressed now;

adopt an institutional readiness framework as the measure of success for each flagship use case; and

create a clear governance and programme-management structure for the Champion's Programme, aligning the Taskforce, nine Action
Groups, the Digital Securities Sandbox (DSS) and relevant authorities into an integrated delivery programme.

GDF member evidence supports the report's central conclusion that the market is moving beyond technical experimentation. It also suggests
that the binding constraints are increasingly commercial and institutional: customer demand, integration, legal and prudential certainty, custody
capability, FMI acceptance, tax and accounting treatment, interoperability and a clear operating model across the Taskforce.

The next phase should therefore build on the report's strengths by testing not only whether transactions can be executed, but whether the
market can use them repeatedly, economically and across the existing and emerging wholesale ecosystem.
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How GDF recommendations map to the report

GDF recommendation WDMC report alignment Delivery architecture
1. Customer utility and receiver readiness | P1 scalable live markets; P3 tokenised 0G; AG1-4
funds
2. Use existing evidence to accelerate Supports P1-P7 implementation 0OG; relevant AGs
delivery
3. Collateral mobility P2 tokenised collateral AG3; AG4; OG
4. Payment-rail and network optionality P4 wholesale payment rails; P6-P7 AG4; AG1-4
5. DIGIT as a programme P1 scalable live markets 0G; AG1-2
6. Interoperability by design P7 domestic/international interoperability | AG1-4; OG
7. Specific P5 legal certainty; P6 regulatory standards; | AG5-6; AG3; relevant
legal/prudential/custody/FMI/tax/account | P9 technology-neutral tax authorities
ing fixes
8. Institutional readiness / repeatability P1 scalable live markets 0G; AG1-4
9. Programme management and All 10 priorities 0OG; AG1-9; DSS;
orchestration relevant authorities

Note: WDMC report Priority numbering and Action Group references above follow Table 1 and Annex G of the Wholesale Digital Markets Champion First Report. GDF recommendations
are ordered by business priority rather than by the report's numerical sequence.
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1. Start with the customer and prove commercial utility

The report is right to emphasise commercial priorities, market scale and industry investment. GDF recommends bolstering that approach by
starting each flagship use case with the institution that must ultimately receive, hold, finance, clear or distribute the asset. The first test should
be customer utility and receiver readiness, not technology capability.

The relevant question is not "Can we tokenise this asset?" It is "What would make the institution that has to use this asset say YES to adopting
and successfully scaling the tokenised asset, versus saying NO?"

A member submission provides useful voice-of-customer evidence from dealers participating in the sandbox. They identified a short and practical
set of requirements:

ratings support collateral eligibility requirements

it needs to be priced

it needs secondary-market liquidity

the buyer's custodian needs to be able to hold it for collateral purposes
relevant CCPs need to accept it

The sell-side evidence submitted is also instructive. A 2026 survey of business leaders at sixteen major sell-side banks cited in member evidence
found that no bank considered its internal infrastructure fully ready; 40% described it as not ready; 70% ranked integration with legacy systems
as a high challenge; no bank regarded external market infrastructure as mature and scalable; and interoperability with existing systems was the
highest-ranked platform-selection criterion.

This is important evidence that the binding constraint is increasingly not token creation, but institutional integration.

Recommendation: Begin each flagship use case with a structured receiver-readiness exercise
identifying the reasons institutions would decline to participate, then work through those blockers
systematically.
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Commercial utility as a formal measure of success

The programme should also ask a basic question: What is the economic reason for an institution to participate?

Potential benefits cited in member submissions include:

reduced financing costs

greater collateral mobility

reduced intraday liquidity requirements

lower operational cost

reduced reconciliation

fewer settlement failures

improved capital efficiency

access to new liquidity or market opportunities

Member evidence cites third-party estimates including reductions in liquidity buffers and operational cost, as well as potential capital and
revenue benefits under increasing levels of adoption. It also highlights trapped collateral, reconciliation costs, settlement failures and funding
costs, while importantly identifying implementation and connectivity costs.

GDF believes both sides of that equation should be visible. The programme should therefore require each flagship use case to demonstrate
benefit to each participant minus implementation and operating cost. If the benefit exists only at system level but not for the individual institution
that must invest, adoption will remain difficult.

Recommendation: Make quantified participant-level economics a formal component of the
readiness assessment, not a post-pilot consideration.
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2. Use existing evidence to accelerate delivery

The report contains a strong baseline of UK and international market activity. GDF recommends using that evidence, together with completed
member work and production examples, as an input to delivery so the programme distinguishes between capabilities that have already been
demonstrated and barriers that still require policy, regulatory or market intervention.

> GDF US Tokenized Money Market Fund Working Group and Industry Sandbox: Demonstrated cross-custodial and cross-ledger collateral
workflows, cleared and uncleared margin scenarios, and collateral reuse, including in repo and tri-party funding.

> GDF EU/UK Tokenised Money Market Fund Working Group and Industry Sandbox: Demonstrated cross-custodial and cross-collateral
workflows, including Simple Bilateral Transfer; Integrated Margin Calls (Automated Posting via Third-Party Systems); and Depeg Event
and Substitution.

» Vanguard / Wellington / Nasdaq Calypso: Demonstrates tokenised money-market-fund collateral being integrated into an established
collateral-management environment alongside traditional instruments, adding asset-manager evidence to the institutional collateral-

mobility case.

> Eurex / HQLAX / Clearstream: Provides production evidence that DLT-enabled collateral mobilisation into existing CCP infrastructure is
achievable and can be used in daily operations.

> DTCC production transactions: Demonstrate DTC-tokenised securities being used in live collateral pledge, securities lending, US
Treasury/repo DVP and CCP margin workflows, providing direct FMI evidence that tokenisation is moving beyond issuance.

> Clearstream full-lifecycle infrastructure: Supports the case for extending digital securities across issuance, distribution, settlement,
custody, servicing, liquidity and financing rather than treating issuance as the end-state.

> Aviva Investors: Provides a current example of a regulated institutional fund product operating through a tokenised share class on public
infrastructure.
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> BlackRock BUIDL / Securitize / Binance: Demonstrates a tokenised money-market fund being used as off-exchange collateral for
institutional trading while remaining with a custody partner, providing production evidence of collateral utility and custody-venue
separation.

> Ripple / ZILO / Licuido: Illustrates market infrastructure investment moving beyond issuance alone towards integrated transfer agency,
collateral mobility and settlement.

> JPMorgan TCN: Provides evidence that collateral mobility and velocity can be a primary source of utility from tokenisation.
> Canton Network: Demonstrates that interoperability does not necessarily require convergence onto one ledger.

> ECB Pontes / Appia: Provides recent supranational evidence of multiple settlement-asset models being developed within one broader
programme, supporting distinct analysis of central-bank money, tokenised deposits and regulated stablecoins alongside interoperability.

> DTCC / Clearstream / Project Pigeon: Illustrate current jurisdictional divergence on permissioned and permissionless DLT, reinforcing the
need to treat governance and regulatory interoperability as part of future-state market design.

> Siemens Digital Bond: Provides an example of digital securities operating while retaining conventional central-bank-money settlement.

> Standard Chartered / Euroclear D-FMI: Provides a 2026 example of a digitally native bond issued by a global systemically important bank
while retaining conventional listing and market connectivity.

> HSBC / Standard Chartered / Swift: Provides a live cross-institution example of separate tokenised-deposit infrastructures connected
through an orchestration layer, supporting the network-of-networks interoperability model.

Recommendation: Use a small set of production and advanced pilot examples to identify what is
already proven, then focus the Action Groups on the remaining institutional blockers.
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3. Make collateral mobility the objective

GDF strongly supports Priority 2, 'Tokenised collateral to support the development of tokenised markets', and the selection of repo as the flagship
use case alongside margin. We recommend further bolstering that priority by defining the objective as collateral mobility across the full lifecycle,
not collateral eligibility alone.

An asset may technically qualify as collateral but remain economically unusable if it cannot move between custodians, counterparties, platforms,
jurisdictions and FMls.

The policy objective should therefore be collateral mobility across the full lifecycle:

valuation

haircut methodology
pledge and control
margining

substitution

reuse where legally and contractually permitted
release

intraday movement
custody

tri-party arrangements
CCP acceptance
settlement

This distinction matters economically. Tokenisation does not itself create new rights to reuse collateral. What it can do is reduce the operational
frictions that currently prevent eligible collateral from moving efficiently where reuse is already permitted.

GDF member evidence demonstrates that this is not theoretical. In the GDF Industry Sandbox, tokenised money-market funds were used across
bilateral margin, cleared margin and repo workflows, including cross-ledger movement and reuse within the same operational window.
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Recent asset-manager evidence reinforces the same point. In August 2026, Vanguard and Wellington tested tokenised money-market-fund
shares as collateral on Canton using Nasdaqg Calypso, with the tokenised instruments sitting within the same collateral pool and operational
interface as traditional assets. This extends the evidence beyond bank-led pilots and illustrates the importance of integrating tokenised collateral
into existing collateral-management workflows.

DTCC provides a complementary FMI-side precedent. Its July 2026 production transactions used DTC-tokenised securities across collateral
pledge, securities lending, US Treasury/repo DVP and CCP margin workflows, demonstrating that the same collateral-mobility questions are
already arising in live market infrastructure rather than only in controlled pilots.

In one US sandbox scenario, ICE issued a USS25 million initial margin call to Citi. Citi cascaded the call to buy-side participants, collected multiple
tokenised money-market funds, and cash was then substituted out for a TMMF basket in an atomic delivery-versus-delivery operation. The
released cash was reused to meet a separate CME call within the same operational window — as illustrated in Figure 1.

ICE Citi FCM Transcend Settlement Instructions
Simulated margin call for Posts $25M USDC to ICE (initial Gets balance Once margin call is affected by Cloud Margin, Ownera generates
$25M USD exposure settlement), custodied by BBH FCM-level optimisation paired with Citi . sattlement instructions. '
@ Cloud Margin — acts on behalf of Citi (call distribution) + on behalf of clients (TMMF selection) @ Receiver Wallet — TMMFs Delivered
CloudMargin handies the m of Ci
CloudMargin and Colline run automated TUMF selection againstpi setlementinstructions to the FinP2P routers Receiver receives TMMFs into their wallet. custodied by Key
{ Management Solution of choice
e : Transcend — Substitution USDC & TMMFs
Fidelity (Pledgor) BBH (Pledgor) Invesco (Pledgor) -
Once Citi has received TMMFs from all and clients, Transcend submits
Margin call $10M Margin call: $25M Margin call: $156M substitution of USDC for TMMFs.
managed by Cioud Margin managed by Coliine managed by Cloud Margin Substitution atICE affected for $25M TMMF against $25 USDC
@ 2a7 Tokenised MMF Selection @

CME — Re-Use of Returned USDC

CME issues a new $25M margin call to Citi. Cti re-uses the $25M USDC
retumed from the ICE substitution to meet the call, demonstrating VD
collateral mobility across CCPs

generates settlement instructions to the FinP2P routers.
Each client step runs indepandently

‘ Runs automated TMMF selection against pre-configured eligible assets and

1. CME &ICE simulate $50M USD margin cal 5 Ownera generates settiement instru

2 Transcend run FCM optimisation, Citi posts USDC 6 Recewer wallet receves TMMFs (K

3. Citi delegates client margin calls to Cloud Margin (Fidelty/BBH/nvesco) 7 Transcend submits substitution for IC

4 Cloud Margin selects baskets of TMMFs, and Colline does for BBH

Figure 1. Cleared initial margin cascade, with cash reused across two CCPs. Source: GDF and ISDA US TMMF report / Ownera member submission.

This is the type of activity that demonstrates the economic utility of tokenised collateral. The objective of the WDMC programme should not be
simply to demonstrate that an asset can be posted as collateral, but whether it can perform the functions institutions actually require.
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GDF also recommends that collateral mobility has an explicit owner within the Action Group structure. At present it risks falling between AG3,
Collateral and Prudential Standards, and AG4, FMI and Cash Leg.

The programme should also remain capable of accommodating digitally native representations of non-security collateral assets. Recent market
developments around tokenised commaodities, including gold, illustrate how the range of assets used in digital wholesale markets may extend
beyond securities and funds. This is particularly relevant where such assets may be mobilised as collateral. Any emerging regulatory framework
should therefore be considered alongside the collateral, custody, interoperability and settlement work of the Champion's programme, rather
than developing as a disconnected policy track.

Recommendation: Reframe Priority 2 around collateral mobility and assign explicit ownership for
collateral movement across platforms, custodians and jurisdictions.
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4. Preserve optionality across settlement assets and network models

GDF strongly supports Priority 4, 'Wholesale payment rails that support tokenised markets', including the report's explicit recognition that
tokenised assets may settle using different forms of money. Member discussion reinforced the value of preserving this optionality rather than
prescribing a single settlement model at the outset.

Central-bank money, commercial-bank money, tokenised deposits, regulated stablecoins and emerging wholesale settlement assets have
different legal, prudential, liquidity and operational characteristics. They should therefore be evaluated against common functional
requirements, including:

settlement finality

liquidity

redemption

credit and counterparty risk
prudential treatment

interoperability

availability

cross-border usability

where appropriate, atomic settlement

The report is right to support a multi-money ecosystem, but the next phase should distinguish more clearly between the different economic,
legal and prudential characteristics of central bank money, tokenised commercial bank deposits and regulated stablecoins. These instruments
may be interoperable, but they are not interchangeable. GDF therefore recommends that AG4 develops distinct delivery strands for central bank
money, tokenised deposits and regulated stablecoins, brought together through a common interoperability layer. Each strand should assess
settlement finality, credit and liquidity risk, redemption, balance-sheet and prudential treatment, operating hours, cross-border usability and
integration with existing market infrastructure.

Sterling-denominated stablecoins are important to UK competitiveness, but they should not be considered in isolation. Wholesale markets are
inherently multi-currency and cross-border. The WDMC report itself recognises the role of stablecoins in cross-border trade, while the UK-US
Transatlantic Taskforce and Joint Statement on Stablecoins support cross-border use and regulatory interoperability. The UK's objective should
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therefore be to develop a competitive sterling stablecoin ecosystem while ensuring interoperability with well-regulated non-sterling stablecoins,
including dollar-denominated stablecoins, where they support legitimate wholesale, FX, collateral, settlement and cross-border use cases.

This is complementary to, rather than in tension with, the development of sterling-denominated stablecoins. A competitive UK wholesale
architecture should be capable of supporting GBP settlement assets while connecting efficiently to the currencies and regulated digital-money
instruments used by international counterparties.

The Eurosystem is already illustrating why these distinctions should be preserved within a common programme. Its 2026 Pontes and Appia work
bring together wholesale central-bank-money settlement and market participants representing tokenised-deposit and regulated-stablecoin
models. The UK should similarly test the different settlement assets on their own characteristics while designing for interoperability between
them.

Member evidence on multi-rail repo shows that the repo architecture can support multiple cash rails without forcing participants onto one
infrastructure or being dependent on specific forms of digital cash. This enables conventional settlement models to operate immediately while
allowing tokenised deposits, regulated stablecoins or other forms of digital money to be added as markets develop.

A live August 2026 transaction between HSBC and Standard Chartered through Swift provides a further precedent for this network-of-networks
approach. Each bank retained its own tokenised-deposit infrastructure while Swift acted as the orchestration layer, demonstrating that
interoperability can connect distinct institutional systems without requiring all participants to converge on one ledger or one deposit platform.

This principle is also consistent with emerging market practice. Aviva Investors has launched a tokenised share class of its USD Liquidity Fund on
the XRP Ledger while retaining the investment characteristics and regulatory protections of the conventional fund structure. Ripple's investments
in ZILO and Licuido provide another example of market infrastructure evolving towards integrated issuance, transfer agency, collateral mobility
and atomic settlement.

These are useful examples of different emerging models. They should not be interpreted as models the UK must copy.

Recommendation: Design settlement capability around functional requirements and
interoperability, not around a predetermined form of money.
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Permissionless and hybrid infrastructure

GDF welcomes the report's recognition of permissionless networks and hybrid architectures. However, deferring substantive consideration of
permissionless networks to the medium term creates a risk that important architectural choices are fixed before these models have been
properly tested.

The appropriate response is not to mandate public infrastructure. It is to test different architectures in parallel.

For repo, this does not imply that trade execution itself needs to move on-chain. Repo transactions can continue to be negotiated and executed
through established venues and workflows, including existing electronic trading platforms. The relevant question for the Champion's programme
is how the post-trade infrastructure supporting the cash and collateral legs can interact with different forms of DLT, and how those legs can
settle, move and interoperate efficiently across digital and conventional infrastructure.

The repo, collateral and cash-leg workstreams should include at least one model where permissioned compliance controls operate on or interact
with public infrastructure. The programme can then evaluate identity, privacy, supervisory visibility, operational resilience, settlement finality,
liquidity, portability and interoperability based on actual outcomes rather than assumptions.

Recent institutional activity demonstrates that the public/private distinction is increasingly less binary.

Recent market developments also show that the regulatory treatment of network models may diverge by jurisdiction. DTCC has provided scope
for deployment across pre-approved public and private networks in the US, while Clearstream has described its European CSD environment as
restricted to permissioned DLT under CSDR. Singapore’s Project Pigeon is separately developing governance approaches for financial institutions
using permissionless blockchains. The WDMC programme should therefore test whether such divergence is a transitional feature that
interoperability can bridge, or a structural constraint that needs to be reflected in future market design.

The relevant policy question should be: What controls and outcomes are required for regulated institutions to use different forms of
infrastructure safely?

Recommendation: Bring permissionless and hybrid models into the near-term repo, collateral
and cash-leg work so that they are tested before load-bearing architecture choices are fixed.
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5. Make DIGIT a programme, not a one-off issuance

GDF supports Priority 1, 'Clear direction towards scalable, live tokenised markets that drive industry investment', including the report's
commitment to an immediate DIGIT pilot no later than Q1 2027, further issuances over the medium term and live secondary-market trading.
Our recommendation is intended to reinforce that direction: DIGIT should be treated as the foundation of a repeatable issuance and market-
development programme, not as a one-off proof point.

This is consistent with GDF's May 2025 response to the DIGIT Market Engagement Questions, which argued that DIGIT should form part of a
broader, scalable transformation of UK financial-market infrastructure rather than a stand-alone experiment, and that it should have both legal
and functional parity with conventional gilts. That earlier response also identified interoperability and a liquid, accessible secondary market as
essential to DIGIT becoming a credible extension of the UK sovereign debt programme.

The next phase should include:

repeat issuance

secondary liquidity

coupon and payment events

maturity

substitution

collateral use

market-making

custody

interoperability with conventional gilt infrastructure

price parity and effective fungibility between tokenised and conventional gilts

GDF's previous DIGIT response was explicit that parity should extend across the instrument lifecycle, including issuance, settlement, custody,
secondary trading and redemption. It also argued that price parity and fungibility between DIGIT and conventional gilts are important to liquidity
and market confidence, with mechanisms such as interoperable issuance structures, integrated redemption arrangements or authorised
conversion channels capable of helping professional market participants move efficiently between digital and conventional markets.

16 Global Digital Finance Response to the UK Wholesale Digital Markets Champion First Report



The objective should be to move from proving that a digital gilt can be issued to determine whether investors and intermediaries can use it
throughout its lifecycle.

GDF member evidence makes this point strongly: the technology itself is no longer the principal uncertainty. The unanswered question is whether
a market forms around the instrument.

Clearstream’s full-lifecycle strategy reinforces this point by treating issuance, settlement, custody, asset servicing, liquidity and financing as part
of one digital securities lifecycle rather than viewing issuance as the end-state.

The first digital bond issued by a global systemically important bank on Euroclear’s D-FMI in August 2026 provides another useful market signal.
Standard Chartered issued a US$200 million digitally native note while retaining conventional market connectivity, including an application for
London Stock Exchange listing. This supports the case for DIGIT to be developed as a repeatable market programme with lifecycle and secondary-
market connectivity, not as a standalone issuance exercise.

Additional member evidence points to Siemens, JPMorgan TCN, Canton Network and the Eurosystem's wholesale experiments as examples that
illustrate different elements of the move from isolated tokenisation towards institutional-scale infrastructure. These examples should not be
treated as templates to replicate. They demonstrate that the focus can now shift from proving issuance to testing institutional readiness.

Recommendation: Develop DIGIT as a repeatable issuance and market programme with legal and
functional parity to conventional gilts across the full lifecycle. Set out a clear route from pilot
issuance to repeat production issuance, secondary-market liquidity, collateral use, price continuity
and effective fungibility with conventional gilts, while preserving interoperability across existing
and digital market infrastructure and settlement models.
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6. Treat interoperability as a prerequisite

GDF strongly supports Priority 7 of the report, 'Standards that support domestic and international interoperability and convergence'. We

recommend making interoperability a design condition for the programme rather than something tested only after individual components have
been built.

Institutional markets will remain multi-platform and hybrid for the foreseeable future. Firms are already committed to different ledgers, custody
systems, token standards, identity arrangements and settlement infrastructure.

The programme should therefore avoid designing around the assumption that the market will converge on one ledger, one token standard or
one settlement asset. The more practical objective is to agree how instructions, identity, conditional settlement, data and legal state can move
or be recognised between infrastructures. Within data specifically, identification is one area where this is already achievable without ledger or

protocol convergence: ISO 24165, the Digital Token Identifier standard, already provides a technology-neutral identification layer that operates
across different ledgers and platforms.

Multi-chain repo orchestration — one flow, four cash-leg options

Neither party leaves its own platfarm, chain or cash rail. The orchestration layer (s indifferent to bat

€ Trade agreed and routed €3 Collateral locked © cash leg selected @ DvP and return leg

Repo terms agreed Cash paid, then returned
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Repo terms agreed Collateral delivered, then
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v » >
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Figure 2. Multi-chain repo orchestration - one flow, four cash-leg options. Source: Ownera member submission.

This diagram shows a repo transaction in which participants remain on their own infrastructure and the cash leg can settle in fiat, tokenised
deposits, a regulated stablecoin or a wholesale settlement asset. The underlying transaction does not need to be rebuilt when the cash rail
changes.

The programme does not need to resolve the future of money before commencing the repo trial. It needs to avoid designing one answer into
the architecture.

Member evidence also makes the point that reach creates market depth. Every additional interoperable platform, custodian or cash rail increases
the number of potential counterparties. A closed stack limits the market to those willing to join that stack.

Agreed terms passed to the routers
ed on the v

FinP2P router

DvP coordinated s both legs. Leg sequencing, settlement state : roofs. Lender router A
network

Borrower router

2 TMMFs into escrew hold at the custodian, held under KMS control Lender instructs USD payment. MT103 / pacs.008 with UETR
pending cash receipt, attached

GPI Tracker streams status messages back to the routers.

Final credit confirmed. The GPI proof triggers the escrow release.

Read as: 1 agreed - 2 escrow - 3 cash instructed - 4 status - 5 credit confirmed - 6 collateral released

Figure 3. Repo with a tokenised collateral leg against a SWIFT GPI cash leg. Source: Ownera member submission.

This provides a practical example of transitional interoperability between digital collateral and legacy payment infrastructure.

GDF recommends explicitly distinguishing between transitional interoperability and future-state interoperability.
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Transitional interoperability

Connectivity between DLT and existing custody, payment, settlement, risk and reporting infrastructure.

Future-state interoperability

Connectivity across DLT networks, settlement assets, jurisdictions and digital market infrastructure.

The first is essential for migration. It should not unintentionally hard-wire existing reconciliation processes or legacy dependencies into the
future-state architecture. A useful test is whether a legacy connection is a bridge that can later be removed or improved, or a dependency that
permanently constrains future market design.

The distinction is increasingly important internationally. Current US, EU and APAC approaches to permissioned and permissionless infrastructure
are not identical. Future-state interoperability therefore needs to cover not only technical connectivity but also the ability to operate across
differing governance and regulatory models without forcing the UK architecture into the lowest common denominator.

Recommendation: Make interoperability a design condition before architecture choices are fixed
and distinguish transition-state connectivity from the future-state market design.

International interoperability and convergence

Wholesale capital markets are inherently cross-border. A technically successful UK market that does not interoperate with international
settlement, collateral, identity and regulatory frameworks will capture only part of the potential economic benefit.

GDF therefore recommends that international interoperability be treated as a core requirement from the outset. UK work should be developed
with relevant BIS/CPMI, I0SCO, FSB, FATF and other international work in view, including on:

e |egal recognition

e settlement finality

e collateral treatment
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custody

identity and compliance
messaging and data
settlement assets
supervisory expectations

GDF is well placed to support this work through its global membership, standards activity and international regulatory engagement.

Recommendation: Build UK standards with cross-border recognition and international
interoperability in view from the outset, rather than retrofitting them later.
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7. Prioritise specific legal, prudential, custody, FMI, tax and accounting fixes

GDF supports Priority 5 on legal certainty and best practice, Priority 6 on regulatory standards that support tokenised markets, and Priority 9 on
technology-neutral tax. Member evidence suggests that these conclusions can be further strengthened by the relevant Action Groups identifying
a short list of specific legal, prudential, custody, FMI, tax and accounting issues that can be acted on within the programme timetable.

Financial Collateral Arrangements Regulations

The Law Commission's Digital Assets: Final Report concluded that the application of the Financial Collateral Arrangements (No. 2) Regulations
2003 to some tokenised assets and record/register tokens is uncertain, and that the existing 'possession or control' requirement can produce
uncertain or unsatisfactory results?. It recommended priority work on a bespoke statutory framework for certain crypto-token and cryptoasset
collateral arrangements, together with consideration of related amendments to the FCARs. The Government subsequently confirmed, when
introducing the Property (Digital Assets etc) Bill, that HM Treasury was reviewing those recommendations. The European Commission has now
proposed amendments to the Financial Collateral Directive to ensure that key concepts remain technologically neutral. GDF considers that the
UK should similarly remove uncertainty affecting digital collateral arrangements3.

GDF recommends that HMT's review clarify four practical points: whether qualifying tokenised or digitally native instruments can constitute
financial collateral irrespective of issuance technology; how DLT records fit the concept of book-entry securities collateral; how 'possession or
control' applies to custody, wallets, private keys, multi-signature and smart-contract arrangements; and how the applicable-law rule operates
where there is no readily identifiable intermediary or account location.

! Law Commission Report on Digital Assets July 2025, para 8.57

2 Written statements - Written questions, answers and statements - UK Parliament.

3 The Financial Markets Law Committee has recently published its letter making clear that HMG should address private international law concerns and HMT should amend
the FCARs and SFRs: Financial Markets Law Committee, letter on the future of tokenisation in UK wholesale financial markets. (The FMLC and others have previously noted
other deficiencies in the FCARSs; these are outside the scope of this response.)
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Settlement Finality Regulations

The European Commission has also recognised that targeted amendments to its settlement finality framework are required to provide
appropriate treatment of DLT-based settlement systems and transactions. Members have noted those proposed changes and recommend that
HMT make similar changes to the UK Settlement Finality Regulations, which are based on the EU Settlement Finality Directive.

GDF recommends that HMT and the Bank of England confirm how the existing functional concepts apply to governed DLT-based settlement
systems outside, and following graduation from, the DSS. This should include designation of qualifying systems, treatment of DLT instructions or
ledger state transitions as transfer orders where statutory conditions are met, objective points of entry and irrevocability, and preservation of
legal finality notwithstanding subsequent technical events. Designation should attach to the governed settlement system or service rather than
necessarily to the underlying DLT protocol in the abstract.

Prudential treatment and cross-product interactions

Repo and other securities financing transaction (SFT) exposures are not themselves subject to SA-CCR; the relevant issue is recognition of cross-
product risk reduction where derivatives and SFTs with the same counterparty are covered by a legally valid and enforceable qualifying cross-
product master netting agreement. ISDA's March 2026 Safe, Efficient Markets for SFTs paper provides useful comparative context through its
proposed Extended SA-CCR methodology. GDF recommends that the PRA confirm whether, and subject to what legal-enforceability and
operational conditions, the UK standardised prudential framework recognises risk reduction under a qualifying cross-product master netting
agreement covering both derivatives and SFTs. If the current framework does not permit such recognition outside the Internal Models Method,
the PRA should assess whether an Extended SA-CCR methodology, or an equivalent risk-sensitive approach, should be introduced. GDF does not
seek to prejudge the appropriate UK calibration.

LCR treatment should be addressed separately. GDF does not seek bespoke or preferential LCR treatment for tokenised assets. The PRA should
confirm technology-neutral treatment, subject to ordinary HQLA eligibility, unencumbered status, operational availability, monetisability,
haircuts and caps. Atomic or instantaneous settlement should be reflected in the actual settled status at the relevant reporting point, but should
not be assumed automatically to reduce the LCR or remove cash flows arising from the underlying secured transaction.

Because the LCR is a 30-calendar-day stress measure rather than an intraday liquidity metric, any distinct prefunding or intraday liquidity risk
created by instantaneous or atomic settlement should be assessed separately through firms' existing liquidity-risk management and supervisory
arrangements.
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Custody and CASS

Institutions need clarity on the custody chain and asset-holder rights for tokenised securities and collateral. Where CASS applies, the FCA should
clarify which record is authoritative where on-chain and off-chain records coexist; how custody, control and safeguarding requirements apply to
private keys, wallets, smart-contract permissions and multi-signature arrangements; how segregation and reconciliation apply across individual
and omnibus structures; how responsibilities are allocated where a token and underlying asset are held through different custodians or legal
entities; and how client assets are treated following insolvency, key compromise, unauthorised transfer, protocol failure or ledger divergence.
The objective should be equivalent protection for tokenised and conventional assets without forcing digital assets into operational structures
designed exclusively for conventional intermediated securities.

Tax and accounting neutrality

Priority 9 should be translated into a transaction-level tax and accounting workstream for DIGIT and the flagship repo use case. HM Treasury and
HMRC should confirm that use of DLT or a tokenised representation does not, by itself, alter tax treatment where legal rights and economic
substance are unchanged, including for repo, coupons and manufactured payments, withholding and applicable stamp taxes. In parallel, relevant
authorities should engage accounting standard-setters and professional bodies on classification, recognition and derecognition, secured-
borrowing treatment, netting and balance-sheet presentation, so that material differences are identified before production testing rather than
during subsequent scaling.

Early signals on collateral eligibility

Where the Bank of England or FMIs are considering accepting DIGIT or other tokenised assets, early signals of policy intent can materially affect
firms' willingness to invest in supporting infrastructure. While the Bank of England has confirmed* that it is “working to enable tokenised
equivalents of already eligible assets to be used as collateral both at central counterparties and in its own central bank operations”, the sooner
these policy positions are finalised, for example, by regulatory statement or guidance that the act of tokenisation does not change the eligibility
of an asset for use as collateral under existing frameworks, the sooner firms have the confidence to scale adoption of tokenised assets. The Bank
should also clarify its position in relation to digitally native assets.

Recommendation: Establish a blocker register covering priority legal, prudential, custody, FMI, tax
and accounting issues, with a responsible authority or market participant, required action, timeline
and a clear indication of whether each blocker prevents execution or scale.

4 FCA and Bank of England set out shared vision for tokenisation in UK wholesale markets | Bank of England — the UK's central bank.
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8. Define success by institutional repeatability

GDF supports the use of repo as the first flagship use case. However, successful execution should not itself constitute success.

A technically successful repo transaction can still fail the institutional adoption test if legal finality, collateral treatment, custody, prudential
treatment, accounting, internal controls or commercial economics make routine use impractical.

GDF recommends that the Champion adopt a readiness framework which asks a different question:

Could regulated institutions repeat this transaction next week, at scale, through their normal operating model?

The GDF Institutional Readiness Scorecard is set out at Annex 1. It consolidates member input into nine tests: legal/regulatory certainty,
settlement, capital/prudential treatment, tax/accounting treatment, governance/operations, liquidity/collateral mobility, interoperability,
FMI/custody acceptance and commercial utility.

The framework combines core dimensions of regulation, settlement, capital, tax and accounting, governance, liquidity and interoperability with
market-specific tests around custody, valuation, FMI acceptance, mobility and reuse, and commercial benefit. Together, these provide a practical
measure of institutional readiness.

GDF recommends that the same framework be reapplied to fixed income and derivatives. If the framework must be fundamentally redesigned
for every asset class, that itself suggests the underlying architecture is not yet scalable.

Recommendation: Adopt a common readiness scorecard for each flagship use case and publish the
gaps that remain before production-scale use.
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9. Define the programme operating model and orchestration

The report already establishes an important delivery architecture: nine Action Groups across ten priorities, with AG1-AG4 carrying the transaction
value chain, AG5-AG8 providing cross-cutting support, AG9 covering communications, and a Champion-led Orchestration Group coordinating
the end-to-end repo use case. It also envisages detailed timelines and milestones for each group, periodic meetings of the full Taskforce and a
live repo trial targeted for spring 2027. GDF supports this structure.

To further bolster delivery, GDF recommends that the operating model is made explicit as the Action Groups are mobilised. The key question is
not only who sits in each group, but how the Taskforce, Action Groups, the Digital Securities Sandbox (DSS), relevant authorities and existing
market-modernisation workstreams will be orchestrated as one integrated programme where the dependencies are inherently cross-cutting.

The operating model should also provide a mechanism for incorporating relevant regulatory initiatives that emerge during the programme,
including work on new categories of tokenised collateral, so that parallel policy development is brought into the relevant Action Groups and
does not create unnecessary fragmentation.

At a minimum, the mobilisation package for each Action Group should set out:

e atightly defined mandate and scope for each Action Group, mapped to the report's ten priorities and to the end-to-end repo critical path;

e named deliverables, milestones and decision points through the end-2026 progress point and the spring 2027 repo trial;

e clear ownership and decision rights, including what sits with an Action Group, what is commissioned or integrated by the Orchestration
Group, what is tested through the DSS, and what requires escalation to HM Treasury, the Bank of England, PRA or FCA;

e dependencies and hand-offs between groups, particularly across collateral, FMI/cash, legal, prudential, interoperability and DSS
implementation work;

e clear operational accountability for material functions and failure-state testing for relevant use cases, covering outages, key compromise,
failed atomic transactions, ledger divergence, participant default, critical third-party failure, recovery, reconciliation and orderly exit or
wind-down;

e acommon evidence standard and readiness framework so different groups do not apply different definitions of success;

e a mechanism for recording, prioritising and escalating blockers that cannot be resolved by industry alone;

e aregular reporting cadence and change-control process so the full Taskforce can see where delivery is on track, where dependencies are
blocking progress, and where priorities or sequencing need to be adjusted.
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The Orchestration Group should function as the programme integration layer, not simply as another forum. It should own the end-to-end repo
critical path, commission and sequence inputs from the Action Groups, connect relevant DSS testing, resolve cross-group dependencies and
ensure that separate outputs assemble into a single executable market use case.

This would further bolster the report's delivery roadmap while reducing the risk that nine individually useful Action Groups progress on different

assumptions, timelines or definitions of success. The objective should be one integrated programme plan, with visible dependencies, escalation
routes and common success measures.

Recommendation: Publish, at mobilisation, a concise programme operating model covering Action
Group terms of reference, the Orchestration Group's integration role, DSS interfaces, cross-group
dependencies, decision rights, escalation routes, milestones and common success measures.
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GDF contribution and Action Group participation

The report establishes nine Action Groups across ten priorities. GDF supports that programme structure and, separately from the programme-
management recommendation above, believes participation should ensure that each group contains the firms and market users needed to test
whether its outputs will work in production.

GDF recommends that Action Group participation includes:

institutions that will ultimately receive, hold, finance, clear or settle the relevant assets;

firms with practical implementation and production experience, not only policy or strategy expertise;

a balance of incumbent and digital-native market infrastructure providers;

custodians, CCPs, CSDs and other FMIs where their acceptance is a gating condition;

cross-border and international expertise where standards or market access will need to operate beyond the UK; and
participants able to bring completed evidence, use cases and data into the work from the outset.

Several GDF members have already expressed interest in contributing to specific Action Groups. GDF would be happy to provide the Champion
and secretariat with details of those members and their relevant expertise as Action Group membership is finalised.
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Conclusion

GDF welcomes the direction set by the Wholesale Digital Markets Champion's First Report. The opportunity now is to ensure that the UK does
not confuse successful tokenisation with successful market transformation.

A tokenised asset that can be issued but cannot be financed, moved as collateral, held by existing custodians, accepted by FMIs or connected to
other networks does not yet constitute a functioning market. Similarly, a repo transaction that settles once does not demonstrate scalability.

The next phase should therefore focus on institutional usability. The questions should be:

Can the transaction be repeated?

Can the asset move?

Can the market interoperate?

Can institutions determine the legal, tax, accounting, capital and liquidity treatment in advance?
Can different forms of settlement money coexist?

Can existing and emerging infrastructure participate?

Will custodians and FMIs support the asset?

Is there enough commercial value for institutions to use it?

Much of the underlying technical capability already exists. The task now is to remove the barriers that prevent those capabilities from becoming
a market.

GDF looks forward to supporting the Champion and the Action Groups as this work progresses.
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Annexes

Annex 1. GDF Institutional Readiness Scorecard

Framework for assessing whether a use case is capable of repeatable institutional use. It combines core conceptual dimensions with market-

specific tests developed through GDF member input.

Dimension

Ready when

Gap indicated by

Legal / regulatory

Status, ownership enforceability and
responsibilities are clear before and after
the trade.

Additional legal interpretation/clarification,
exemptions or approvals are still required.

Settlement

Cash and collateral settle with predictable
finality and DvP protections.

Finality depends on manual intervention or
bespoke workarounds.

Capital / prudential

Firms can model capital and liquidity
treatment in advance.

Conservative overlays remove the
economic benefit.

Tax / accounting

Tax ownership, characterisation and
accounting treatment are clear before
execution and do not change solely because
DLT is used.

Unresolved tax, withholding, stamp-tax,
recognition, netting or balance-sheet
treatment prevents routine use.

Governance / operations

Controls, custody, key management, smart-
contract governance and liability are
documented.

Critical controls are informal, unclear or
untested.

Liquidity / collateral mobility

Collateral can be valued, pledged,
margined, substituted, mobilised and
released.

Collateral is trapped on one platform,
custodian or relationship. Lack of clarity
over collateral treatment.

Interoperability

Legacy and DLT infrastructures connect
without bespoke rebuild for every
connection.

Execution is confined to one ledger or each
connection requires major integration.

FMI / custody acceptance

Custodian, tri-party agent and relevant CCP
can support the asset.

Any critical receiver cannot hold or accept
the asset.

Commercial utility

Quantified participant benefit survives
implementation and operating costs.

The system-level benefit does not translate
into participant economics.
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Annex 2. Repo and Collateral Interoperability Test Framework

Repo and Collateral Flows: Where Interoperability Must Be Tested

Mapping the repo transaction lifecycle and collateral flows — across ledgers and between digital and legacy infrastructure

The ciagram below wa repo flow showing where interoperability should be tested, and
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Annex 3. Selected Institutional Use Cases and Evidence

This matrix synthesises the institutional evidence used in the response by maturity, market function and policy relevance. It is intended to show
what each example demonstrates for delivery of the WDMC programme, rather than to catalogue projects or endorse any individual technology

or provider.

Evidence / use case

Status and market function

What it demonstrates

WDMC delivery relevance

LIVE / PRODUCTION EVIDENCE

Eurex / HQLAX / Clearstream

Production collateral
mobilisation

DLT-enabled collateral can be mobilised into
established CCP and custody infrastructure in
day-to-day market operations.

Supports collateral mobility as a practical
objective, not merely asset eligibility.
Relevant to the repo critical path, custody
and FMI acceptance.

Aviva Investors tokenised USD
Liquidity Fund share class

Live regulated fund product

A regulated institutional fund can operate
through a tokenised share class on public
infrastructure while retaining the same
investment objective, liquidity and regulatory
protections.

Supports tokenised funds as a scalable
market segment and reinforces the need
for custody, settlement and distribution
infrastructure that works across digital and
conventional channels.

BlackRock BUIDL / Securitize /
Binance

Live off-exchange collateral

A tokenised money-market fund can be used as
collateral for institutional trading while assets
remain with a custody partner, separating
collateral utility from trading-venue custody.

Supports collateral mobility and custody-
venue separation, and reinforces the need
for interoperable custody, collateral-
control and venue arrangements.

JPMorgan Tokenized Collateral
Network (TCN)

Institutional collateral
platform

Tokenisation can improve collateral movement
and velocity, making collateral utility itself a
source of economic value.

Reinforces the case for measuring the repo
programme by mobilisation, substitution,
reuse and release of collateral, not simply
by token issuance.

DTCC production transactions

Live FMI transactions
across collateral, securities
lending, Treasury/repo DVP
and CCP margin

Tokenised securities can support multiple post-
trade workflows in production, including repo
and margin processes.

Provides direct FMI evidence for the
WDMC end-to-end repo programme and
shows that several technical building
blocks are already demonstrable in live
infrastructure.

Standard Chartered / Euroclear
D-FMI

Live digitally native bond
issuance

A G-SIB can issue a digitally native bond while
retaining conventional listing and market
connectivity.

Supports DIGIT as a repeatable market
programme in which digital issuance
remains connected to existing distribution,
listing, liquidity and investor channels.

HSBC / Standard Chartered /
Swift

Live interbank tokenised-
deposit transaction

Separate institutional tokenised-deposit
infrastructures can interoperate through an
orchestration layer without requiring
convergence onto a single ledger.

Strong precedent for a network-of-
networks model and for treating
orchestration and interoperability as core
design requirements for settlement.

COMPLETED TESTS / INDUSTRY DEMONSTRATIONS
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Evidence / use case

Status and market function

What it demonstrates

WDMC delivery relevance

GDF tokenised money-market-
fund collateral work

Completed multi-ledger /
multi-custodial collateral
demonstrations

Tokenised MMFs can support bilateral margin,
cleared margin and repo workflows, including
substitution, mobilisation and collateral reuse
across different infrastructure.

Directly informs the repo use case,
collateral mobility objective and readiness
tests for interoperability, custody and
settlement.

Vanguard / Wellington /
Nasdaq Calypso

Completed tokenised MMF
collateral test

Tokenised fund shares can sit within an
established collateral-management

environment alongside traditional instruments.

Adds asset-manager evidence that digital
collateral must integrate with incumbent
collateral-management workflows rather
than require a separate operating stack.

Siemens Digital Bond

Completed digital bond
issuance with conventional
settlement connectivity

Digital securities can coexist with established
central-bank-money settlement arrangements.

Supports settlement optionality and argues
against designing the WDMC architecture
around a single form of money or a single
network.

INFRASTRUCTURE / MARKET-DESIGN EVIDENCE

Clearstream full-lifecycle digital
securities strategy

Infrastructure strategy
spanning issuance through
financing

The institutional end-state extends beyond
issuance to distribution, settlement, custody,
servicing, liquidity and financing.

Directly supports the GDF
recommendation that DIGIT should be a
repeatable lifecycle programme, not a one-
off issuance.

Canton Network

Interoperability
architecture

Institutional interoperability can be achieved
without forcing all participants and assets onto
one shared ledger.

Supports functional interoperability and a
network-of-networks design principle
while preserving infrastructure choice.

Ripple / ZILO / Licuido

Integrated market-
infrastructure capability

Investment is moving from token issuance
alone towards transfer agency, collateral
mobility, custody and settlement capability.

Supports the broader WDMC focus on
lifecycle infrastructure and the integration
of issuance with post-trade functionality.

ECB Pontes / Appia

Eurosystem programme
spanning multiple
settlement models

Central-bank money, tokenised-deposit
infrastructure and regulated stablecoin
participants can be considered within one
broader programme while retaining distinct
characteristics.

Supports separate delivery strands for
central-bank money, tokenised deposits
and regulated stablecoins within AG4,
linked by a common interoperability layer.

DTCC / Clearstream / Project
Pigeon

Cross-jurisdiction evidence
on permissioned and
permissionless DLT

Jurisdictions and infrastructures are taking
materially different approaches to public,
private and permissionless networks.

Makes governance and regulatory
interoperability a design issue for the
WDMC programme and raises whether
divergence can be bridged or becomes a
structural constraint.

Tokenised commodities,
including gold

Emerging collateral and
regulatory category

Digital wholesale markets may extend beyond
securities and funds to tokenised non-security
collateral assets.

The programme should remain extensible
across asset classes and provide a
mechanism for relevant parallel regulatory
initiatives to feed into collateral, custody,
settlement and interoperability work.

Reading the matrix: the strongest evidence for immediate WDMC delivery is the live/production evidence; completed tests establish feasibility and operating requirements;
infrastructure and market-design evidence informs choices that must remain interoperable across jurisdictions, assets and settlement models.
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Annex 4. Sources and supporting material

Wholesale Digital Markets Champion First Report (13 July 2026), including Table 1 (ten priorities), Section 7.2 and Annex G (nine Action

Groups and Champion-led Orchestration Group). References to report priorities, Action Groups, timelines and headline market/economic

figures have been aligned to those sections. [link]

Wholesale Digital Markets Champion, First Report and Terms of Reference. [First Report] [Terms of Reference]

GDF US Tokenized Money Market Fund Working Group Report: Unlocking Capital with US Tokenized Money Market Funds for Collateral
Mobility (July 2026). [link]

GDF EU/UK Tokenized Money Market Fund Working Group Report: The Case for Collateral Mobility in Europe & The UK using Money
Market Funds (October 2025). [link]

GDF Response to DIGIT Market Engagement Questions (May 2025). [link]

Aviva Investors, tokenised USD Liquidity Fund share class announcement (July 2026). [link]

BlackRock BUIDL / Securitize / Binance, BUIDL accepted as off-exchange collateral for institutional trading (November 2025). [Securitize
Binance

Ripple, investments in ZILO and Licuido announcement (2026). [link]

DTCC, “DTCC Turns Tokenization into Reality” (15 July 2026), including production use of DTC-tokenised securities across collateral,

securities lending, repo DVP and CCP margin workflows. [link]

Clearstream, 2026 digital securities infrastructure strategy and lifecycle expansion across issuance, settlement, custody, servicing, liquidity

and financing. [link]

European Central Bank, Pontes and Appia programme materials (August 2026). [link]|

Standard Chartered / Euroclear D-FMI, first G-SIB digitally native bond issuance (August 2026). [link]

Vanguard / Wellington / Nasdaq Calypso, tokenised money-market-fund collateral test (August 2026). [link]
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