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1. Targeting investors

The preparations required to host an effective STO are numerous and complex. 
From financials to token model and from legal to marketing, there are many 
bases that must be covered. This may sound daunting, but the process is far less 
onerous that it seems. With due planning, and incorporation of best practice, as 
outlined in this STO 101 series, it ’s possible to hold a successful security token 
sale and then to grow, aided by the support of an engaged investor community. 
In this article, you’ll  find a comprehensive checklist to guide you through the 
STO process.

When planning an STO, the most fundamental question to answer is “Who is the 
target investor?” Everything that follows will  be dependent on the answer to this 
question. Each investor group has very different interests and as such requires a 
different targeting strategy. 

Beyond simply separating “blockchain investors” from “institutional investors,” 
the latter category must be divided into specific constituent parts such as family 
offices, venture capital groups, private equity firms, and trade buyers. Once the 
target investor groups have been identified, you can work backwards from here, 
producing tailored narratives that are optimized accordingly, with documenta-
tion that’s crafted to pique their interest and answer their questions. Doing so 
will  ensure that the quality of communication and consequent closing rates are 
significantly higher.  
 

Investment criteria

When evaluating potential investment opportunities, established investors will  
conduct deep analyses on business fundamentals. Demonstrating a solid busi-
ness model and a capacity to deliver sustainable value over time is key to secur-
ing funding. The general criteria that traditional companies must fulfil to attract 
investors apply equally to launching an STO. However, there is also additional 
criteria that must be satisfied for a security token offering. The following list 
outlines the key requirements for attracting investors, with those that are 
STO-specific italicized:
 
Business model
 • A clear value proposition and clearly defined competitive advantages
 • Potential for future growth
 • Valuable assets being tokenized
 • Where applicable, a Minimum Viable Product (MVP) to present
 • A clear vision and realistic roadmap with defined milestones
 • A detailed go to market strategy



Team and partners in the ecosystem

 
 • A collection of relevant advisors to enhance project legitimacy
 • Partnerships in the STOs ecosystem (KYC/AML, custodians, wallets, 
    crypto funds, secondary market actors such as platforms and market 
    makers)
 
Financial metrics
 • Evidence of project viability based on accurate financial forecasts and 
    revenue model
 • A detailed and justifiable valuation of the company 
 • Audited company accounts (especially for late-stage companies)

Tokenomics
 • A token with value and underlying rights
 • Detailed token sale metrics (discounts, soft cap, commitments, 
    allocation, methods of payments, lockups etc)
 • If  used, an appropriate issuance platform (token standards and smart   
    contract features)

Legal structure
 • Compliance with KYC/AML processes 
 • A country of incorporation with appropriate STO regulations for the 
    project

Marketing
 • Adapted marketing campaign according to the territory in which the 
    STO is registered
 • Strong marketing positioning and customer targeting
 • An appropriate consumer acquisition strategy and long-term traction 
    strategy
 • Solid and comprehensive materials to persuade and inform blockchain 
    investors1 and institutional and retail investors

It is these italicized, STO-specific criteria that will  be the focus of this article.
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1.  In the case of blockchain investors, these materials include the whitepaper, one pager, investment deck, 

     benchmarks studies, and so on. 

         
            

         
            

          
            

         
            

         
            
! A comprehensive and skilled team with strong backgrounds, achieve-
 ments and networks with the capacity to execute and deliver the project



2. Tokenizable assets

There are five primary classes of assets that can be tokenized: 

1 .

2.

3.

4.

5. 

Asset-based tokens: art,  real estate, commodities or luxury goods, cash 
equivalents etc. 
Real-estate tokenization projects include Aspen Coin ,  ReitBZ ,  Oxygen 
Hospitality ,  Realty Returns ,  and QuantmRE ,  and artwork tokenization 
projects include Monart  and TheArtToken .

Equity-based tokens: common stock, additional paid-in capital,  retained 
earnings, treasury stock etc. 
Equity tokenization examples include Neufund ,  The Elephant ,  Media 
Shower  and Documo .

Debt-based tokens: unsecured debt, revolving debt, bonds, mortgages or 
loans etc. 
In Q2 2019, Societe Generale  issued the first covered bond as a security 
token on a public blockchain. Other debt token projects include Metals 
House Inc.  and Cadence.

Fund-based tokens: shares from funds & ETFs for instance. 
Spice VC ,   22x ,  Blockchain Capital ,  Cityblock Capital  and BR11  have all 
tokenized the ownership of fund shares. 

Derivative-based tokens. 
Derivative-based tokens are stil l  largely a theoretical concept. However, 
a variety of models has been proposed:
 • Options tokens give tokenholders the right to buy or sell the 
    token at a specified price on a specified date.
 • Exchange Traded Fund (ETF) tokens represent the value of an 
    underlying group of assets such as real estate, loans or private 
    shares of different firms.
 • Swap tokens exchange the cash flows of two different security 
    tokens to serve as a hedge or insurance against market volatil ity.
 • Mutual-fund tokens aggregate a pool of security tokens but will  
    not be actively traded and only priced at predetermined 
    intervals. 

4

https://aspencoin.io https://reitbz.io https://oxygenhospitality.com
https://oxygenhospitality.com https://realtyreturns.com https://www.quantmre.com

https://www.monart.art/ https://www.thearttoken.com

https://neufund.org https://thelephant.io https://www.mediashower.com/crypto-marketing.html
https://www.mediashower.com/crypto-marketing.html https://www.documo.com

https://www.societegenerale.com/fr/node/51522
https://metalshouseinc.com

https://metalshouseinc.com https://withcadence.io

https://spicevc.com/about.html https://www.22xfund.com https://blockchain.capital https://cityblockcapital.com https://br11.io
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3. Tokenomics

Token price and allocation

The value of each security token is based on the value of the underlying asset(s) 
that it represents and the number of tokens created. To fix the value of each 
token, the issuer must perform financial modeling to value the asset, decide the 
percentage of the asset(s) in question to tokenize, and finally determine the 
number of tokens to be issued.

However, tokenization of multi-owner assets can also occur. Established compa-
nies with shareholders may, for instance, wish to tokenize their cap tables. To do 
so, shareholders and project team must discuss whether the equity will  be con-
verted, whether new share classes will  be created, whether existing shareholders 
will  have the option to swap their existing equity for tokens, and so on. Each 
point must be reviewed with shareholders to decide how allocations and rights 
will  evolve for them, and to create new investment contracts accordingly.

Token rights and revenues

The team must consider what rights will  be offered to tokenholders e.g. voting 
rights and information rights (annual reporting, auditing reports, access to the 
company’s general meetings).  Issuers must also determine the type of revenues 
that will  be received by tokenholders and the frequency of allocation. Revenue 
can accrue to tokenholders in a number of ways, including:

 • Dividend payments: a percentage of realized profits proportionate to the 
    number of tokens owned.
 • Token buybacks: the repurchase of tokens by issuers. This deflationary 
    action reduces the number of tokens in circulation, thereby increasing 
    the scarcity of the token, and thus its price. 
 • Debt token coupons: investors receive coupons at a frequency and of a 
    value that is predetermined in the debt contract. 

Token sale 

The project team must consider:
 • Which payment currencies to accept. Fiat currency will  be the primary 
    means of payment for most STOs. Cryptocurrency (ETH and BTC) may   
    also be accepted, although this option will  l ikely incur greater 
    compliance costs.  
 • The length of the lock-up period. This will  vary depending on the type of 
    asset being tokenized. If the underlying asset is equity, it makes sense to  
    include a vesting period, whereas shares of funds will  operate differently. 
 • The soft cap amount.  If  the project necessitates a soft cap, this should 
    be based on the minimum viable costs of launching and sustaining the 
    business until it is revenue positive.

 



4. Legal structure

STOs must comply with a host of regulations and laws in accordance with the 
investor’s country of residence and the jurisdiction in which the company is 
incorporated.  
      
KYC/AML

Know Your Customer (KYC) and Anti-Money Laundering (AML) processes help to 
identify and verify the legitimacy of investors. KYC and AML protect issuers by 
preventing non-reputable persons from participating in the token sale and assist 
with compliance (e.g. reducing the risk of selling tokens to persons in countries 
that ban STO projects).

Retail KYC/AML entails the collection of investor information including names, 
addresses, contact information and documents including a government-issued 
ID and proof of residence. Third-party accreditation letters or documents of 
wealth and assets may also be requested.

Institutional KYC/AML entails the collection of fundamental information includ-
ing the full legal name of the entity, registration numbers, primary contact infor-
mation and so on, as well as documents identifying ultimate beneficial owners, 
signatories and board members. Entity accreditations also require documenta-
tion proving assets or regulatory licenses.

Although KYC and AML are quite expensive processes and cannot guarantee the 
reliability of the information collected, they are legally required and add signifi-
cant protections for issuers.
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Selection of token standards and smart contract features

Issuers must choose a blockchain and token standard that meets all  legal and 
regulatory requirements, and governance, exchange and liquidity standards 
while ensuring scalability and interoperability. Many choose to use an STO plat-
form to assist with this complex process.

STO platforms manage the entire lifecycle of a security including issuance, cus-
tody, KYC checks and secondary market trading. The most suitable platform for 
each STO depends on the asset being tokenized, underlying costs, the level of 
decentralization required, investors targeted, jurisdictions, requirements for 
APIs, the desired UX for the KYC and funding process, and a number of other 
factors. See AmaZix’s An A-Z Analysis of Security Token Platforms  for an 
in-depth comparative analysis of each major platform.

https://medium.com/amazix/an-a-z-analysis-of-security-token-platforms-fe58f4f78205?hss_channel=lcp-4874605



5. Marketing

Marketing campaigns can include roadshows, mail marketing, social media 
channels, events and networking, press releases, and a number of other out-
reach initiatives. A comprehensive and properly thought through marketing 
strategy can increase awareness of the STO, build trust and stimulate invest-
ment.

Security advertisement is highly regulated. Teams should seek legal counsel to 
ensure that their marketing tactics are fully compliant. In the STO industry, 
various marketing regulations must be observed according to jurisdictions and 
regulations/exemptions. These include whether accredited or non-accredited 
investors can be targeted and the types of marketing/promotional efforts that 
can be used to solicit investors.
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STO regulations 

Though STOs are legal in most countries, regulations vary significantly between 
jurisdictions. 

In the U.S. ,  any security must either be registered with the SEC or qualify for an 
exemption. U.S. lawmakers have provided a series of exemptions to accommo-
date different types of sales with different target investors.2 

In the EU, the European Securities and Markets Authority (ESMA) has issued 
extensive guidance for investors and businesses and created exemptions for STO 
issuers from the obligation of drawing up a prospectus when fundraising falls 
below a certain threshold (variable between nations).  The regulations of individ-
ual member states are nuanced and should be deeply analyzed before selecting 
a European nation in which to conduct an STO.3

In Asia, we encounter a complex regulatory tapestry which in general is far 
tougher than that found in the USA and Europe. The differing frameworks can be 
highly exacting, and in some regions financial authorities are completely hostile 
to blockchain startups.4 

2.  See Appendix I: https://docs.google.com/document/d/1mjlag9vtCN-yDYVd0AEBO15-nH1qa8fq97DayviVLuw/edit#

3.  See Appendix II: https://docs.google.com/document/d/1mjlag9vtCN-yDYVd0AEBO15-nH1qa8fq97DayviVLuw/edit#

4.  See Appendix III: https://docs.google.com/document/d/1mjlag9vtCN-yDYVd0AEBO15-nH1qa8fq97DayviVLuw/edit#



Conclusion

For all the work that an STO entails,  it can be one of the most rewarding chal-
lenges you will  ever undertake as a company. If you have a clear vision of where 
your business is headed, how it can benefit from tokenization, and are will ing to 
see some of the value it generates accrue to investors, a security token offering 
may be right for you. Do your research, prepare your checklist and then get out 
there and share your idea with the world. 

In our next article in the series, “How do you issue a security token?” we’ll  move 
from high level overview to low level walkthrough as we deconstruct the token 
issuance process.
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