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ABSTRACT: The real estate is considered as one of the most valuable asset classes across the globe, but it has been highly illiquid
because the prices are so high, transactions take long time, and also it involves very complicated legal procedures. Such liquidity
makes it difficult to engage in property markets and allows the owners to transform real estate into cash quickly. Following the
increase in digital financial technology, the potential solution to this long-term problem is tokenization through blockchain
technology.

Tokenization entails the transformation of the physical property possession into digital tokens on a blockchain. These
represent tokens of fractional ownership where investors are able to buy and sell small amounts of real estate and not the whole
property. Together with the concept of smart contracts and clear blockchain records, the tokenization can decrease the time of
transactions, minimize expenditures, and give a possibility to trade property shares online. Therefore, the real estate markets might
be made more open, effective, and liquid.

This essay discusses how the concept of tokenization in the blockchain can enhance liquidity in the real estate, and also
dwells on other advantages like transparency and reduced fraud. It also addresses essential challenges, such as regulatory
uncertainty, the law and legal establishment of digital ownership, technical risks, and trust. Existing practical experiments as well
as potential possibilities denote high possibilities of growth yet extensive adoption will be realized through favorable legislations
and safe technology. The specialists indicate that tokenized real estate would become an important segment of real estate markets
in the future in case these issues are resolved (Smith et al., 2025).

In summary, the tokenization made possible by blockchain represents a new avenue of opening up the real estate investment to
new possibilities.

1. INTRODUCTION

Since ancient times, property is regarded as one of the best indicators of prosperity and stability. Houses are purchased by people
to inhabit, office buildings are purchased by companies to do their businesses in, or land or apartments are purchased by investors
with the belief that their worth would increase over time. Real estate is closely related to our everyday life - the place and place of
work, urban development. Due to this reason, property has continuously been thought of as a treasure trove. Nevertheless, there
is one significant demerit of real estate, which is not its ability to sell and purchase fast.

Historically, the process of buying a house is very time-consumptive. A buyer is bound to find an appropriate property,
negotiate its price, secure financing or loans, go through legal procedures and register the property ownership with government.
This is further time consuming to sell a property. The process of locating the right buyer can be lengthy taking months,
documentation can be voluminous, and the ownership is not officially transferred to a new owner without a legal approval first. In
contrast to the possibility to buy a shirt online or sell a stock with one click, real estate deals require some time, effort, and great
money.

This cumbersome and sluggish nature of transactions of property results to another significant concept in finance known
as the liquidity. Liquidity is the ability of an asset to be more easily converted to cash without being deprived of a large proportion
of its value. As an example, the shares of large corporations may be sold or purchased within real time in stock exchanges - they
are extremely liquid. Conversely, the real estate is referred to as illiquid asset since changing possession of a property into cash is
normally time consuming. Although a property may be valuable, the owner cannot get the value at any one time when he or she
needs it.
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Real estate has low liquidity which brings a number of constraints. It discourages small investors without big sums of
money to purchase entire properties. It does not allow people easy out of their investment in case they require a cash. It also
delays operations in the market due to the use of numerous middlemen in the course of each transaction; the brokers, lawyers,
banks, government offices among many others. Real estate, even in a world where financial markets are going faster and digitizing,
isin a large part a traditional and manual operation.

Meanwhile, novel technologies were transforming the functioning of the financial systems fast. Blockchain technology is
one of the newest inventions that have been the point of discussion over the past few years. Starting as the technology of
cryptocurrencies, such as Bitcoin, blockchain currently means numerous other applications in the fields of supply chains, digital
identity and financial services. Using blockchain data and transactions can be stored safely and without a central authority in a
transparent manner. This builds confidence in the presence of parties that might not be familiar to each other and also it minimizes
the role of intermediaries.

Another new concept is tokenization which builds on blockchain. A tokenization refers to the transformation of physical
assets into intangible digital tokens which can be owned, exchanged or traded over a blockchain system. When the ownership of
a company is split into stocks in the stock market, property, by the same token can be split into digital tokens which represent small
fragments of ownership. They can subsequently be traded or sold online and it might make investing in real estate more accessible
and easy to trade.

This type of blockchain-based tokenization opens an intriguing prospect: what would become the case, is this technology allowed,
with property just as easy to trade as stocks? What would happen, should investors be able to purchase a little portion of a building
with the least number of papers and sell it when they choose to? When such a system is made workable, it would provide a
significant boost to the liquidity levels in real estate markets and would open the property investment to a significantly bigger
group of individuals.

Nevertheless, although the concept seems to be promising, it poses serious questions. Are property tokens on blockchain
the solution to the problems of illiquidity in real estates that have existed long enough? Will governments accept owners of digital
records? Are legal and security issues controllable? And above all, will 0: people trust this new system sufficiently to make it a large
scale use?

The abovementioned questions generate the main argument of this essay: Does blockchain-based tokenization of property
ownership create a greater liquidity of real estate markets?

This essay will discuss the possible of tokenization of real estate by blockchain and its impact on creating liquidity in the
property market and its advantages, barriers, and its ability to revolutionize property markets.

2. UNDERSTANDING REAL ESTATE LIQUIDITY
It is important to discuss why blockchain tokenization is being talked about as a solution first before understanding the issue which
it is set to address, which is the lack of liquidity in real estate markets.

Simply put, liquidity is described as the speed at which a certain asset can be changed into a cash form without any major
decline in its value. When an asset is highly liquid, then this will imply that there are numerous buyers and sellers and the
transactions are also rapid and the prices are also relatively steady. As an illustration, public stocks are quite liquid wherein they
can be sold or purchased within a few seconds of online trading platforms. Even gold relatively remains liquid, because it also has
an active market in the world where there are numerous buyers.

Real estate is, however, one of the least liquid investment assets. Although property is rich, it is not easy to convert it into
money and this is a slow process. This is because there are various reasons.

To begin with, real estate is not easy to trade because of its high prices. Purchasing a whole apartment or home or a
commercial structure normally involves huge sums of money. The majorities are unable to afford property purchase without
borrowing money and even investors require a lot of capital. This means that the size of the potential buyers is small because not
many people can purchase them at a time. This lowers the rate of sale of properties.

Second, the illiquidity is a result of long selling processes. The process of selling a property is not quick. The owners have
to put the property on sale, advertise, attract buyers, negotiate and conduct various verification procedures. It still might take
weeks or months before a transaction has been closed even after a buyer has been located. The seller is unable to get the money
tied up in the property easily during this time.

Thirdly, transactions are complicated and lengthy because of legal documentation. The land records and tax documents,
registration systems and legal approvals are associated with property ownership. titling is often required to ensure that there is no
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dispute and that contracts are prepared by lawyers. Any mistake in the records may postpone or even abort a sale. This over-
reliance on legal processes is a burden to all deals.

Fourth, small investors are not able to do this because of large capital requirements. This is unlike stocks whereby one
can simply acquire a single share at a cheap price, real estate typically means an acquisition has to be done of a unit or a plot. This
implies that only individuals having considerable savings or borrowing facilities will be able to invest. This has the effect of reducing
the number of people in the market therefore reducing liquidity once again.

In order to elaborate on the same, it would be beneficial to compare the real estate with stocks that are regarded as highly
liquid assets. In a stock market, the ownership of a company is shared into the form of a stock. Such shares are purchased and sold
immediately via online sources. All transactions are automated and records are transferred electronically and investors can join
and leave the market at will. Stock markets have a high liquidity due to the ease and speed with which they can be traded.

Here is the opposite of the case with real estate. Property is most often associated with the tangible documentation and
government registers. The transactions are to be physically checked and processed. It is impossible to sell a property in one second
and there is no international exchange where units of property can be bought and sold as stocks. Such a structural difference is
what makes real estate part of the economy that will always be illiquid, regardless of the modern-day economy.

Low liquidity among real estates is not inconveniencing by itself but in itself an actual economic problem. Among the key
problems is that it restrains investors. Individuals who would have wished to invest less on property can not readily invest. This
renders real estate investment confined in the hands of only the rich, huge developers, and the institutional investors.

The second problem is that the lack of liquidity discourages the development of the market. In case the assets are not
easy to trade, few such transactions will occur. It lowers efficiency in the market, maintains less transparency in prices and
decelerates the total flow of funds in the economy.

Also, illiquidity implies property wealth. An individual could have a good apartment and yet he or she could not get money
immediately in case of an emergency because it would consume time to sell the apartment. This renders real estate an inflexible
type of wealth as compared to financial assets.

Real estate can be termed as a classical example of an illiquid asset class by financial experts due to its high cost of
transactions and the slowness in the settlement procedure (Investopedia, 2025). This is a decades old issue that has not been
enhanced by the historic solutions to benefit the liquidity considerably.

With technological revolution in the banking, payments, and investing industry many researchers and other industry
experts think that real estate requires digital transformation. This is where blockchain and tokenization come in the picture. In case
ownership can be computerized and further broken down into small divided tradable units, then the real estate market could start
to operate more as stock markets-faster, more open and more liquid.

This generates a high demand of innovative solutions, which preconditions tokenization, backed by blockchains, as one of the
potential remedies to the illiquidity of real estate.

3. WHAT IS BLOCKCHAIN?

In order to figure out how tokenization would transform real estate, one must first learn the technology that tokenization
relies on - blockchain. Even though blockchain has been frequently associated with such cryptocurrencies as Bitcoin, it has much
more than digital currency. Simply put, a blockchain is a novel method of information documentation and distribution in a safe
manner through the internet.

The traditional way is to store important records in centralized databases, e.g. bank transactions, land ownership, or
company accounts. These databases are administered by one person like a bank, a government office or a company. One cannot
be sure that the central authority is honest, accurate and safe enough to be trusted in verifying a record. This system has its flaws
even when it works. Human errors and inefficient processes can easily compromise central databases by hacking or manipulating
them or incapacitate their performance with slowness.

Another approach is provided by blockchain. Blockchain does not have records stored in a single central location as they
are stored across a network of computers also referred to as nodes. A copy of the same record does exist in all the nodes of the
network. Once the new transaction is included it has to be confirmed by different nodes before it is included in the permanent
record. The information is not easily amenable to change once it has been added. This results in a decentralized/transparent system
that is very secure.

The term blockchain is derived based on the storage method. The transaction is compiled, into blocks and one block is
connected to the other creating a chain. When an individual attempts to modify a historical record, he / she would be forced to
modify all blocks in the chain in all the copies on the network - which is virtually impossible. It renders blockchain unalterable and
dependable without having a central authority.
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Transparency is also another main characteristic of blockchain. Whereas one can maintain privacy in personal identities,
the records of transactions on most block chains are accessible to everyone in the block chain. This is to indicate that a transaction
can be checked by anyone. This form of transparency helps to establish a trust between not even known parties.

Smart contracts are also supported by blockchain. A smart contract is a digital contract on the blockchain, which is
automatically executed upon fulfilling some specific conditions. To illustrate this point, in case a buyer makes payment, an asset
may automatically be transferred to him without the presence of lawyers and manual documentation. Smart contracts minimize
the delay, decrease costs and decrease the use of intermediaries.

To understand why blockchain is thought to be revolutionary, it is instructive to compare it to the traditional systems.
When you send money using a bank, the bank is left with the task of mediating where they confirm the transaction with records
that are charged. Under blockchain, the transactions may occur between two individuals and the network does the verification.
This peer-to-peer model is time-saving and reliance on big institutions is minimized.

At first, blockchain has gained publicity due to cryptocurrencies. Bitcoin demonstrated that there could be digital currency
that is independent of a central bank. Subsequent to that, programmers noticed that blockchain could be used to document
ownership of other resources -not only money. Blockchain is currently being experimented in tracking supply chains, voting,
identity verification, and ownership of digital art.

This is where blockchain starts relating with real estate. Property ownership is simply a document - a name that is
appended to a location or a building in a government registry. Provided that financial records can be stored securely with the use
of blockchain, ownership records can as well be stored. Property ownership did not have to be represented solely by paper
documents and government offices but come in digital form on a blockchain.

Nevertheless, blockchain is not the answer to the liquidity issue. Two things do not make properties easier to purchase
and sell, merely, storing the records of ownership in a digital form. Liquidity has to be enhanced through subdivision to small
tradable units, i.e., through tokenization of real estate.

The technical basis is offered by blockchain: impeccable record-keeping and transparent operations, automated contracts. This is
the foundation of tokenization which produces digital tokens where ownership is illustrated. They all present an opening to a new
era of real estate purchasing and selling, and investing.

Simply put, blockchain becomes the driving force that enables the property ownership to be tokenized. The concept of
digital property tokens would not be reliable without the safety, openness, and mechanization provided by blockchain. In
blockchain though, it is possible to envision a scenario in the future where real estate deals can be completed more cheaply,
quickly, and more easily.

This brings us to the next crucial idea, what is tokenization of property and how does it work?

4. WHAT DOES IT MEAN BY TOKENIZING PROPERTY?

Once the concept of blockchain has been comprehended, tokenization of property is another concept that is crucial. The
conversion of a tangible asset, which can be any land or a building, into blockchain-based digital tokens, is called tokenization. Each
of the tokens symbolizes a part of the ownership of the property. In which a single individual owns a whole building, it can be split
into many small portions that can be owned by different individuals. This enables the real estate to be in a digital form that is more
readily moved and tracked (Nagayach et al., 2025).

To visualize this, one has to visualise a commercial building valued at 100 crore. With the help of tokenization, it was
possible to split this building into 100,000 digital tokens. When an individual purchases 100 tokens, he/she holds 0.1 percent stake
in the building. It is a notion that resembles the possession of shares of a firm. The big distinction is that, unlike company stock,
these tokens are physical property. This system allows fractional ownership i.e. individuals are allowed to invest lesser in the real
estate property without having to purchase a property.

Such property tokens are logged in a blockchain which is similar to a safe and unaltered digital registry. Each time that
there is a purchase or sale or any form of transfer of a token, it is recorded on the blockchain. Since the records in blockchain are
not easily altered this minimizes the chances of fraud and ownership history can be checked easily. This brings a sense of trust
between the sellers and buyers than the use of paper record of property.

The following figure compares traditional property ownership with blockchain-based fractional ownership through security tokens.
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Source: Demkovych (2023)

Smart contracts are another characteristic of tokenization. The blockchain Smart contracts are computer applications
where the internet operates on a computer program to execute transactions upon meeting a set of conditions. As an illustration,
in case one of the buyers transacts a property token by remitting money, a smart contract can instantaneously assign the property
token to the buyer. This minimizes the use of lawyers, brokers and other intermediaries, and makes transactions quicker and
cheaper (Smith et al., 2025).

The following figure shows the process flow of how a real estate asset is tokenized and distributed to investors through a
blockchain-based platform.

-

Reool Estote

Asset Decdy romezanos  TECERISULE
to be Bul PLATIORM

Source: Demkovych (2023)

Real estate investment is also easier to access through tokenization. Historically, property could only be invested by
individuals with big savings or large borrowed funds. Fractional ownership as in tokens enables even small investors to purchase a
few tokens and get exposure to real estate markets. This exposes property investment to more individuals such as young
professionals and middle income families.

The other significant strength is that property tokens can be traded in digital marketplaces. In conventional real estate
the sale of property takes months. Under tokenization, the sale of some of the ownership would be achieved at a much faster pace
and this would be based on demand. And it is this ease of bringing ownership onto and off the block that makes tokenization have
the potential to add to the liquidity in the real estate markets.

Despite the fact that tokenization of real estate is a nascent field, in various countries, pilot projects and startups have
already tested the possibility of having a tokenized property platform. These tests indicate that tokenization is not only a theory
but an emerging practical eventuality.

In short, property tokenization:

e Transforms physical real-life property into digital ownership certificates (Nagayach et al., 2025).
e  Fractional ownership of properties is allowed.

e Relies on the concept of smart contracts to mechanize transactions (Smith et al., 2025).

e  Facilitates simpler purchasing as well as selling of shares in property.

All these characteristics allow the use of tokenization as a potential answer to the outstanding issue in real estate, particularly
the issue of low liquidity.
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5. INCREASING LIQUIDITY THROUGH TOKENIZATION

Low liquidity has always been one of the largest issues in the real estate field. Were traditional, a transaction on property may take
weeks, or even months to be completed due to complex paperwork, legal clearance and identification of the appropriate buyer.
This is a slow rate whereby the people find it hard to liquidate their property holdings in quick cash when the time comes.
Tokenization The conversion of property ownership into computerized tokens can help alter this by making real estate far easier
to trade.

In case of tokenization of a property, ownership is divided into numerous little digital assets that are presented on a
blockchain. These tokens are the small fragments of the property and they can be exchanged without regards to the entire asset.
This implies that one does not have to purchase a whole building or house however he or she can purchase or sell only part of it.
Due to the fact that tokens are fractional and low in value more buyers and sellers can be involved in the market. With an increase
in the number of people, selling and purchasing is usually quicker and simpler.

The other reason is that digitized real estate can be exchanged online at digital markets. Contrary to the classic property
transactions, where face-to-face interaction is mandatory, the physical arrangements are required, and numerous intermediaries
need to be negotiated with to conclude the deal, buying and selling digital tokens may take a significantly shorter time. In other
situations, the owners of the tokens may be capable of selling their portions of a property in minutes or hours depending on
demand. This rate is more in line with the trading of stocks or bonds which can be traded in nearly real-time through electronic
platforms.

Access by investors is also reduced with the assistance of tokenization. The conventional real estate investments often
involve a lot of money investment and many people are restricted to investing in these investments hence most of the rich
individuals or the large institutions are the only ones who can invest in real estate investment. Non-wholesale ownership is possible
via tokenization through which smaller investors can work into the market with lower capital. As many individuals will be able to
invest, this will increase the amount of dealers which will in turn facilitate more liquidity.

Moreover, fungible national assets may attract international investors. Since tokens are not stored in any physical location
but rather in a blockchain, anyone in the globe could purchase and sell them so long as one has access to the platform where the
token is traded on. This international presence enhances a potential customer base as well as seller base, as opposed to a local or
regional market, leading, again, to the augmented liquidity.

Standardized trading rules and blockchain transparency can also be useful in the case of liquidity. Records on ownership
are transparent, insecure, and permanent in a blockchain. This eliminates confusion on the ownership of what and the chances of
fraud are reduced. Investors can be assured that the system is stable and hence will not hesitate to trade their assets when they
feel confident that the system is stable.

Notably, tokenization does not eliminate law protection. Smart contracts are digital contracts programmed on the
blockchain that may be made to adhere to the domestic laws and regulations of property. These contracts automatically take some
actions which include transfer of ownership tokens during payment. Such automation saves time spent on the manual operations
and limits the reliance on middlemen such as lawyers and brokers.

Jones (2025) says that tokenization might turn the sluggish and capital-intensive market of real estate into a far more
dynamic and investable sector by reducing entry, improving tradability and expanding accessibility to international investors (Jones,
2025). It implies that tokenization would not only simplify the ways of purchasing and selling property tokens but also allow the
real estate market to be opened to individuals who were feared to be locked out because of high prices or time-consuming business
processes.

Overall, tokenization enhances liquidity through:

e The fractional ownership so that more people are allowed to invest.

e Empowering digital, online trading to make sales in a shorter time.

e  Winning over international customers and sellers.

e Less paperwork and fewer middle men.

e Carrying out transactions via smart contracts where transactions are secured and automated.
All these may make real estate markets more open and efficient to enable property bought and sold more like a stock unlike
long term investments.

6. OTHER ADVANTAGES OTHER THAN LIQUIDITY
Though one of the primary objectives of property tokenization is to increase liquidity, that is not the only benefit. Other benefits
that will be experienced through the tokenization of real estate markets that are made possible by blockchain include increased
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levels of transparency, a reduction of fraud, an improvement in transaction costs, and more accessible investment opportunities.
Such developments are capable of streamlining the operations of the property markets and bringing about efficiency in general.

Transparency is one of such advantages. In conventional property, the databases of property are kept in government or
personal database. The process of accessing these records is time consuming and in certain instances, records are old-fashioned
or vague. Such a lack of transparency may cause the debate on the ownership or legal claims on property. Under tokenization
based on blockchain, each ownership transfer is written on a digital registry with limited chances of being modified. This will greatly
simplify the process of ascertaining the owner of a property or part of it. Buyers and sellers would be able to see the ownership
history easily hence trust on the system.

The other significant advantage is minimal fraud. Selling the same property to several people or forging documents and
related cases, is a critical problem in most countries as evidence of real estate fraud. The fact that blockchain records cannot be
changed within a few seconds, once they are permanent and tamper-proof poses significant challenges to any person wishing to
change the ownership records and forge transactions. Smart contracts shall also guarantee that the transfer of ownership can only
be provided in case of valid payment conditions. This provides an added level of security which the traditional paper-based systems
normally lack.

It is also possible that, through the process of tokenization, the transaction costs will be reduced. In the traditional
property transactions, intermediaries are numerous including the brokers, lawyers, banks and the registration offices. All these
parties are fee charging and thus making property transactions a costly affair. Smart contracts will have the ability to couple with
the buying and selling process automating some section of it and eliminating the middle men. It will save money and time by
having fewer intermediaries to work with.

Improved efficiency and record keeping is another advantage. Conventional property registries can be characterized by
slow updates or human mistakes. Each verified transaction in blockchain systems automatically updates the ownership records.
This eliminates wastage and errors in maintenance of records. This may eventually result in land registry systems which are more
reliable and faster.

These forms of tokenization promote more investment inclusion. The real estate has always been considered as an
investment choice undertaken by rich people. In enabling fractional ownership, tokenization enables individuals with less capital
to get into property markets. This would assist in making real estate investment more democratic and enable more citizens to have
an opportunity to enjoy the rise in value of property.

Also, tokenized real estate would be easier to attract foreign investors. The use of tokens is online and is traded hence
investors in various countries can invest in property without necessarily being within the premises. This may attract additional
foreign investment in the real-estate markets in the local economies, which will assist in fueling the growth.

According to experts, tokenization can not only increase the real estate market transparency, cost-efficiency, and accessibility but
also become less liquid (Nagayach et al., 2025).

To conclude, other advantages of tokenizing real estates are:

e Increased transparency in the ownership records.

e  Reduced risk of fraud

e  Reduced transaction and mediator expenses.

e Improved and efficient record keeping.

e Broadened investor reach in real estate.

Collectively, these advantages ensure that tokenization is a promising new technology that can transform real estate
markets in various aspects, beyond enhancing the liquidity of the markets in both operational and facilitate trust and efficiency.

7. CHALLENGES AND RISKS

Despite numerous potentially fruitful opportunities of blockchain-based tokenization to real estate, it is also associated with
enormous challenges and risks. Similar to any emerging technology, tokenized property systems have to work through legal,
technical, and social obstacles before this technology can be adopted widely. The knowledge of these issues will help assess the
fact, whether tokenization can really change real estate markets.

Legal and regulatory uncertainty is one of the greatest challenges. The laws in most countries on property ownership are
based on paper-based records and most of the existing legal frameworks do not take into account the use of digital records.
Governments have official land registries and when one is registered but not through such systems, ownership is not legally
considered to be part of ownership. In case the ownership of property is represented by the digital tokens on the blockchain,
governments should make a choice whether such tokens should be considered as the legal evidence of ownership. The tokenized
property systems cannot operate effectively without apparent legislations and regulations on a large scale.
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Financial regulations compliance is another issue. Because property tokens can be bought and sold in like manner to such
items as financial assets, they can be subject to a securities law. It implies that token platforms have to comply with rigid regulations
concerning investor protection, identity validation, and anti-money laundering procedures. The fulfillment of such requirements
may be hectic and expensive, particularly when startups are attempting to develop tokenized real estate platforms.

Technical risks also exist. Blockchain systems are also reasonably safe though nothing is absolutely risk-free technology.
There are possibilities of some coding errors in smart contracts that might be used by hackers. In case there is a vulnerability of a
smart contract that manages property tokens, the transfer of ownership might be interrupted or altered. Since blockchain
transactions are not easy to undo, errors may prove to be very expensive.

The other challenge is the public trust and awareness. The issue is that not all people are completely informed about
blockchain and do not feel safe using digital wallets and online platforms with tokens. Property is usually the greatest investment
in the life of a person hence the need to have faith. In case individuals are afraid of losing the access to their tokens because of
forgotten passwords, hacker attacks, or platform malfunctions, they can be reluctant to use the tokenized systems of property
management.

Market volatility is also an issue. The tokenized assets are frequently bought and sold on exchanges that are linked with
the cryptocurrency markets, which might experience unpredictable fluctuations in price. Provided that the property tokens have
a strong connection with the volatile crypto markets, investors are likely to experience unstable price fluctuations that are not
proportional to the real worth of land.

The other risk is related to the compatibility with current systems. The existing land registries, banks and law procedures
are profoundly entrenched in traditional approaches. The integration of these archaic systems into new blockchain systems would
need government, financial institutions, and tech coordination. Such a shift may be gradual and hard to achieve politically.

The observers in the financial services market state that even though tokenized real estate holds a great potential, its
wide usage will largely rely on regulatory clarity, legal legitimacy, and system security (Smith et al., 2025). Until these issues are
resolved, tokenization will perhaps be forced to its role as an experimental project instead of a mainstream mode of property
ownership.

Overall, critical issues of tokenization in real estate are:

e Lack of clarity in legalizing tokens of digital property.

e Difficult financial and compliance laws.

e  Smart contract technical vulnerabilities.

e Absence of social confidence and knowledge.

e Possible market volatility

e The problem in integration with the existing land systems.

These threats indicate that although tokenization may make the real estate more liquid and efficient, its effectiveness
requires a cautious regulation, safe technology, and popularization. Addressing these barriers will decide the fate of tokenized
property markets which is a niche or an international standard in the future.

8. EXAMPLES AND DEVELOPMENTS IN THE WORLD
Although tokenized real estate can be considered a futuristic concept, it is no longer a mere hypothesis. However, in recent years
some companies, financial institutions, and governments started to experiment with blockchain-based property systems. Such
real-life processes demonstrate that tokenization is gradually transitioning into reality and provides us with an idea of how the real
estate markets are going to operate in the coming years.

The share of tokenized assets in real estate portfolios is expected to rise from 1.3% in 2023 to 6.0% by 2027 and beyond,
indicating increasing confidence in tokenized real estate investments (Nagayach et al., 2025), as shown in the following figure.

1A% 1.9% 3.6% 5.4% 6.5%
estate tlol 1.3% 1.6% 3.3% an N

1.4% 2.3% 3.8% 5% 0.7

1.5% 2.7 3% S.6% 7.2%

Source: Real estate tokenization: A new era for property investment and Luxembourg’s strategic role, EY Luxembourg.
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Among the areas where private real estate investments have been one of the very first to experience experimentation.
There are various technology startups that have developed online markets where people can purchase virtual tokens according to
an ownership in residential or commercial real estate. Through the sites, investors have access to the listed properties, read on
expected returns, and buy in small portions via the use of digital payment methods. An investor either owns a small fraction of
various properties in different locations instead of owning a complete apartment. This aids the investor in diversifying his or her
portfolio and reduces the risk as opposed to investing all funds on one property.

The tokenization of the rental properties is another sphere of development. On top of ownership of a building, in certain
pilot projects, tokens are a claim to a piece of rental income. Those who have these tokens are given a portion of rent charged to
tenants. The model is particularly appealing since it will generate constant income, and non-the-less, investors will have an option
of selling their tokens when they require money. This type of project proves the ability of tokenization to merge property ownership
with contemporary digital finance solutions.

The land and property registries based on blockchain have also attracted the attention of governments. Blockchain has
been also tested in some countries and has been implemented to store their land registry data in order to enhance the accuracy
of their records and cut down on corruption. Lack of files in case, lags with the updates, as well as disagreements in the ownership,
are the blemishes of traditional land registries in most parts of the world. The systems identify a way to use blockchains to establish
permanent, transparent, and easily verifiable land records. Although the majority of governments are yet to completely substitute
their current systems, pilot programs show that state agencies are starting to take the potential of blockchain into consideration.

Even large financial institutions start to research tokenized real estate. Banking, asset management firms and real estate
investment firms are considering how they can provide tokenized property products to their customers. They are significant as
they introduce credibility, funding, and regulation experience into space. The presence of established financial players will bring a
higher likelihood of mainstream integration of tokenization instead of remaining a niche experiment.

The other trend is that there is the creation of regulated security token offering in the real estate. These resemble stock
offerings except they have digital-based tokens representing property-backed investments. STOs are also regulated in the financial
sphere, conduct investor screening, and offer legally authorized investment opportunities. This measure assists in the transition
between new system blockchain and the legal approach.

The international investment is also made easier through the tokenization. Due to the fact that the digital tokens can be
traded online, the investors who are located in various countries are able to invest in the property without necessarily visiting the
site. It has already started bringing international investors to tokenized property projects which has surged involvement of people
across the borders to participate in property markets.

Nevertheless, the majority of the available projects are at the initial stages. The volume of trading is comparatively low to
conventional real estate market, and the legal frameworks there are yet to be developed. Numerous platforms have a controlled
environment where the participation of verified investors is possible. This works as a safety measure to make sure that there is
safety as well as the developers being able to test the systems before it can go large scale.

Industry experts state that according to the existing real-world experiments, tokenization is already introducing
accessibility to real estate investment, digitalization, and flexible nature even though until it is fully implemented it will not actually
be mainstream (Jones, 2025). These pioneer developments serve as evidence-of-concept designs that assist in the fine-tuning of
technology, laws, and customer experience.

In short, contemporary real-life trends in tokenized property are:

e Online companies that provide a fractional ownership of property.

e Tokenized rental investment models.

e Pilots of blockchain land registries by government.

e Data-mining financial institutions examining tokenized property products.
e Controlled security token offerings.

e Increasing international involvement.

These experiments being carried out demonstrate that tokenization is no longer only a concept presented in reports - it
is being tested in real markets. Though the challenges may still exist, the current trend now indicates that blockchain-powered real
estate amenities will be highly influential in determining the future of investing in the property market.

The following graph illustrates Deloitte’s analysis that securitized loans and private real estate are expected to represent the largest
share of tokenization opportunities by 2035.
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Securitizations and private real estate make up a large portion of future tokenization
opportunities
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9. FUTURE POSSIBILITIES

With the continuous evolution of the blockchain technology, the future of tokenized real estate has a lot to offer. Despite the fact
that the idea of property tokenization is still a nascent concept, numerous professionals are sure that it will become the new reality
of real estate in the next ten years. With the assistance of overcoming technical, legal, and trust challenges, tokenization might
change the behavior of individuals wanting to purchase, sell, and invest in the property.

There is a possibility that in the future blockchain systems will be integrated with government land registries. Currently,
majority of the official property ownership documentation is in government offices. To make tokenization mainstream, ownership
records that are based on blockchain should be licensed as legal by these authorities. Blockchain is already being tested by some
governments in land registry systems, and in future, property ownership might be stored on both the traditional and blockchain
systems at the same time. This intermediation strategy has the potential to unite a legal power of governmental records with
speediness and transparency of blockchain technology.

The other option is the development of global real estate market places. Currently, the property markets are typically
local or national. Acquisition of property in foreign country is complicated with legal procedures, exchange rates, and trips. This
could be modified through tokenization where international investors are able to purchase property tokens online without any
substantial impediments. This would result in international online marketplaces that will involve buying and selling of property in
cities and countries other than those of your original location just like the current global stock exchanges.

The following graph shows Deloitte’s forecast that the global tokenized real estate market is expected to grow rapidly,
reaching approximately USS$4 trillion by 2035.

JEFMS, Volume 09 Issue 07 July 2026 www.ijefm.co.in Page 3711



http://www.ijefm.co.in/

Can Blockchain-Enabled Tokenization of Property Ownership Create More Liquidity in Real Estate Markets?

Global tokenized real estate value is expected to hit US$4 trillion by 2035
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In future banks and financial institutions can have bigger role in tokenised real estate. The traditional banks may be
providing services like holding property tokens, mortgages that will be supported by blockchain, or an investment portfolio
consisting of property assets tokenized. The presence of large financial institutions in the space may make the general population
more trustful and introduce more popularisation.

Blockchain systems may also be used in conjunction with artificial intelligence and data analytics to make better decisions
related to real estate investment. In the future, tokenized platforms could apply Al software to clarify the performance of
properties, their demand, and prices. Due to this, investors were able to make a better decision when purchasing or selling tokens.
This would bring data-driven and efficient real estate markets as they are currently not.

One more interesting opportunity is the establishment of property-backed lending in a short term. Traditional systems
have taken a long time to value property and check the law before using it as security to obtain a loan. Lenders would also be able
to easily check the ownership of property and value in the blockchain records with tokenized property. Loans and their repayments
could be automated in smart contracts. This may facilitate securing property based borrowing in a rapid and easy manner.

Micro-investment and the youth involvement in real estate are also possible. The young population today feels that they
cannot invest in properties due to the high prices. It might also be in a tokenized future where one can begin to invest in real-estate
with very small sums, maybe the same as a meal or a movie ticket. In the long term, they might be able to develop a diverse
property set using digital tokens completely.

Analysts assume that once regulatory frameworks are simpler and technological advancements are more user-friendly,
tokenized real estate will leave small pilot projects behind and be integrated into commercial use on large-scale. (Smith et al.,
2025). This would be a significant change in the slow paper-based systems of property to fast, electronic, and interconnected
markets around the world.

But the future does not depend on it. The cooperation between governments, companies of technology, financial
institutions, and the population will determine success. In case of uncertainty of the laws or in case of significant security failure,
it may reduce the rate of adoption. However, when these problems are alleviated, a tokenized system can take a central place in
the real estate systems around the globe.

To conclude, real estate tokenization has the following possibilities in the future:
e Government land registries secured by blockchain.
e International property token exchange markets.
e Supported real estate services by banks as tokens.
e Artificial intelligence investment products in real estate.
e  More rapid property secured lending.
e  Greater involvement of young and small investors.
These opportunities imply that the process of tokenization may open the real estate market and make it more pervious,
versatile, and interconnected than ever. Although the change process will be a long one, the trend of the existing innovation
indicates that property markets will most probably be more digital and liquid in the future.
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10. CONCLUSION
The world has always considered real estate as one of the most valuable but slow moving asset classes. The conventional way of
transacting property is expensive, takes too long to sell, involves a lot of paper work and is very difficult to understand in law. All
these render real estate markets very illiquid such that only a few can invest and assets can be converted to cash at a slower pace.
Since the global financial systems are increasingly becoming digital and lean, the real estate industry is presently under pressure
to modernize too.

The long-standing issue can be solved with the assistance of tokenization that is facilitated by blockchain. Fractional
ownership, rapid transactions, international participation and digital record-keeping are all available in tokenization because it
transforms physical properties into digital equivalents. These characteristics can help in enhancing liquidity and thus help in the
easy selling and purchasing of shares of property just like stocks. Other benefits of tokenization besides liquidity include increased
transparency, minimization of fraud, decreased costs of transactions, increased property investment inclusion.

Nonetheless, there are no obstacles on the way to mass adoption without difficulties. The issue of a legal ownership of
digital, regulatory, and smart contract security, as well as the community trust, is major challenges. The tokenized real estate cannot
be an ultimate substitute to the traditional property systems without supportive laws, and effective technology. Pilot projects and
industry experiments are good to date, however, it will require time and collaboration among governments, financial institutions
and technology developers before total implementation.

In the future, analysts predict that tokenized property and property markets can turn into standard practices in the world
of property, as laws evolve, and blockchain models are improved and become consumer-friendly (Smith et al., 2025). Should such
occur, the real estate can change to be less illiquid and less barrier investment, and more available and easy to people in various
income sections and regions.

To summarize, tokenization of real estate with the help of blockchain is a truly valid opportunity to introduce additional
liquidity in property markets. Though not an immediate solution, further innovation and development of regulations might enable
tokenization to transform the concept of property ownership in the future making the investment in real-estates quicker, fair, and
open to everyone.
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