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Structured Finance | Distributed Ledger Technology 
Prepares For Takeoff 

Despite limited real-life use cases to date, the application of distributed ledger 
technology (DLT) in securitization will likely increase in the future given the potential 
cost savings and operational efficiencies it could bring to the securitization process. 

How A Blockchain Digital Ledger Can Enable The Transparent Tracking Of Cash Flows 
And Assets 

Source: S&P Global Ratings. 

How DLT could make securitizations more efficient 

The creation of a structured product involves multiple interacting parties sharing information, some of 
which needs to be updated on a regular basis. For decades, typical securitizations have employed familiar 

structures with standard transaction parties engaged in various relationships, legal or otherwise. Parties 

generally have access to data for immediately relevant tasks, but there is a lack of full transparency and real-

time visibility into asset and performance data, which, for the most part, are manually aggregated by servicers 

and originators. Moreover, ratings are assessed based on accuracy of the available data, which in some 

sectors (such as residential mortgage-backed securities) is predicated on additional laborious and costly 

checks, such as third-party loan file reviews or audits. 

Once a securitization embeds DLT, a special-purpose entity could still house the assets. However, smart 

contracts (i.e., computer codes that are executed when a specified condition is met) could implement the cash 

flow waterfall. Provision of asset data and performance from servicers and other relevant parties would 

potentially be available in real time on the distributed ledger, improving timeliness and possibly reducing 

errors. The process by which new information is recorded on DLT is illustrated in the graphic above. 

The current landscape 

We have seen an increase in structured finance transactions that use DLT, but they remain limited. In some 

cases, digital structured securities are offered to accredited investors in private placements. As such, the 

issuer is exempt from securities registration requirements with the SEC. Due to the relative complexity of 

structured products, DLT applications in structured finance could benefit from additional guidance from 

regulators and standard setters, which we believe would support wider adoption. 

In 2020, Figure Technologies issued residential mortgage-backed securities on a blockchain governed by 
partner company Provenance. According to Figure Technologies, the benefits of the blockchain will confer 

substantial savings throughout the life of the transaction. In Europe, three Société Générale covered bond 

transactions employed blockchain technology between 2019 and 2021. Certain Chinese issuers have 

reportedly produced several structured finance transactions using blockchain technology, most of them 

privately placed. These securitizations use permissioned blockchains primarily to record and verify asset data 

and cash flows. 

Party (e.g., servicer)
requests that a
transaction is
submitted to the
blockchain.

Transaction and related
data are validated by
the decentralized,
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New block is created
containing the data for
multiple transactions.

Block is added to the blockchain.
Because every node in the
network retains a copy, historical
data are immutable, permanent,
and visible to all parties.
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Because DLT can 
supply enhanced 
visibility and access 
to data, credit 
analysis and 
surveillance would 
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Digitalization Of Markets 
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Digitalization Of Markets 

There are technical hurdles as well as other barriers, including general market acceptance. Whether DLT is 

widely adopted by structured finance markets remains to be seen, despite the promised benefits. Additional 

emerging risks to transaction parties include the possibilities of misinformation being added to the blockchain 

and the sharing of proprietary and duplicate information between blockchains for the same transaction. Such 

risks generally concern data consistency between blockchains and privacy and regulatory controls. 

The credit implications 

Certain factors of our rating methodology could be affected. Of our five key rating factors, it appears that 

“legal and regulatory” and “operational and administrative” risks would initially be most affected by any 

adoption of DLT in securitization. We will continue to analyze the potential impact of DLT should its popularity 

among market participants grow and translate to practical implementation. 

Because DLT can supply enhanced visibility and access to data, credit analysis and surveillance would be 
improved. More accurate and detailed collateral data would help assess base-case assumptions and inform 

credit analysis. Post transaction, efficiencies brought about by DLT would improve surveillance on the 

collateral pool. All transaction parties, as well as rating agencies, regulators, and investors, could have access 

to the distributed ledger, which could create real-time deal performance transparency. Historical performance 

data used to determine our base-case assumptions in certain asset classes could be rendered fully 

transparent and less prone to manipulation if available on a digital ledger. In the case of assets for which it’s 

currently not the standard, DLT could allow for detailed loan-level performance data and collateral 

characteristics to inform our credit analysis. Moreover, real-time performance updates would enhance our 

surveillance process. 




