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UK Government Outlines Plans for DIGIT Bond
as Part of Push to Modernise Financial
Infrastructure
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The UK government has unveiled more detailed plans for its upcoming digital bond
issuance, known as the DIGIT (Digital Gilt Implementation Trial) bond, signalling a firm
intention to modernise the country’s financial market infrastructure using decentralised
technologies. The announcement clarifies previously sparse information released in March
and forms part of a broader strategy to integrate distributed ledger technology (DLT) into the
UK’s wholesale financial markets.

The DIGIT bond will be a short-dated government security issued on a DLT platform,
entirely separate from the UK’s main debt issuance programme. The bond is being
developed under the Digital Securities Sandbox, a regulatory framework designed to allow
innovation within the UK’s financial services sector. The sandbox aims to enable the testing
and scaling of digital securities in a controlled environment while maintaining market
integrity.

Key new details include on-chain settlement capabilities, enabling transactions to be
settled directly on the blockchain. The government also intends to support over-the-counter
(OTC) trades via smart contracts, self-executing agreements with terms directly written into
code, offering a modernised alternative to traditional, centralised trading infrastructure.
Importantly, the design of DIGIT will prioritise interoperability, ensuring it can operate
alongside conventional systems. This follows similar moves by established financial
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entities such as HSBC’s Orion platform and Euroclear, which have integrated their digital
platforms with traditional Central Securities Depositories (CSDs).

Furthermore, the Treasury stated its commitment to collaborating with industry
stakeholders to explore secondary market mechanisms and improve collateral mobility, two
crucial components for ensuring the viability and liquidity of digital securities. The inclusion
of DLT also opens the door to reducing settlement times, improving transparency, and
cutting operational costs for both issuers and investors.

While the DIGIT bond does not currently rely on stablecoins for settlement, the government
has signalled a willingness to consider them in future iterations. The policy paper stops
short of making definitive commitments but confirms that tokenised deposits may also be
evaluated as part of broader experimentation within the sandbox.

This initiative is part of a larger push by the Treasury to shift from small-scale DLT pilots to
full implementation. The government envisions a financial system that embraces
decentralised technologies across a range of functions, from payments and clearing to
settlement and reporting. “The UK should be open to completely new models across the
various wholesale market activities,” the policy states, calling for openness to technologies
that decentralise roles traditionally held by central entities.

In summary, the DIGIT bond is a tangible step towards integrating decentralised
infrastructure into UK financial markets. By embracing blockchain and other DLT tools, the
government is signalling its desire to future-proof the country’s financial systems while
keeping Britain competitive on the global fintech stage.
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