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RESEARCH DISCLAIMER

This report alone must not be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. The
information is provided merely complementary and does not constitute an
offer, solicitation for the purchase or sale of any financial instruments,
inducement, promise, guarantee, warranty, or as an official confirmation of any
transactions or contract of any kind. The views expressed therein are based
solely on information available publicly/internal data/other reliable sources
believed to be true. This report includes projections, forecasts and other
predictive statements which represent Crypto.com’s assumptions and
expectations in the light of currently available information. These projections
and forecasts are based on industry trends, circumstances and factors which
involve risks, variables and uncertainties. Opinions expressed therein are our
current opinion as of the date appearing on the report only.

No representations or warranties have been made to the recipient as to the
accuracy or completeness of the information, statements, opinions or matters
(express or implied) arising out of, contained in or derived from this report or
any omission from this document. All liability for any loss or damage of
whatsoever kind (whether foreseeable or not) which may arise from any
person acting on any information and opinions contained in this report or any
information which is made available in connection with any further enquiries,
notwithstanding any negligence, default or lack of care, is disclaimed.

The reports are not for public distribution. Reproduction or dissemination,
directly or indirectly, of research data and reports of Crypto.com in any form
is prohibited except with the written permission of Crypto.com. Persons into
whose possession the reports may come are required to observe these
restrictions.


https://crypto.com/
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https://crypto.com/
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1. Executive Summary

We collected 4,129 responses during the course of the survey. The main
takeaways from the survey are listed below.

Key Takeaways

e 79% of survey respondents have heard of decentralized
finance, but only 48% have an intermediate to good
understanding;

e Among users who have heard of DeFi, 53% have not used it
before. Only 15% use DeFi just as often or more often than
they use centralized products or services;

e The two main use cases for DeFi among survey respondents
who have used DeFi are earning passive income and trading
on decentralized exchanges, with 25% and 18% of responses
respectively;

e Respondents were most interested in seeing improvements
in passive income and making payments through DeFi;

e Greatest adoption barriers for DeFi are as follows: 1) lack of
understanding/accessibility, 2) DeFi is new and has unknown
risks;

e Regarding centralized exchanges, the two most cited pain
points for users were deposits/withdrawals, and high fees.
These are potential areas where DeFi can outcompete
centralized services;

e Surprisingly, 57% of respondents who have some
understanding of DeFi believe it will fully replace centralized
products in the future
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2.

Introduction

Cryptocurrencies were the first widely adopted decentralized financial
instruments. They have grown tremendously since their invention, with
the proliferation of many different types of tokens in use today for all
kinds of purposes.

Despite this growth, however, until the past couple of years, the only
way for users to make financial transactions has been to go through
centralized exchanges. With the invention and rise of decentralized
finance (DeFi) applications, users can finally do crypto transactions in
a trustless manner. This includes buying and selling, borrowing and
lending, and more. Most types of financial transactions that you can
imagine have a DeFi-equivalent app.

We conducted this survey in order to study the following:

e The crypto community’s awareness, understanding, perception,
and adoption of DeFi protocols

e How different user segments and demographics affect the above

e Potential opportunities and roadblocks for future DeFi adoption

In addition to this survey report which is open to the public, we would
like to introduce another proprietary research offering. Every month,
we will select a special theme for our Feature Article, to be shared
exclusively with Crypto.com Private clients via our newsletter.

As you can see, the theme this month is DeFi. We have dedicated
resources to this research project in the hopes of ensuring the Feature
Article will bring perspective-changing and in-depth analysis. If you are
interested, please upgrade your card to get access to this monthly
newsletter.


https://blog.crypto.com/new-benefits-for-crypto-com-private-members/
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3. Results

In this section we analyze the survey data from 4,129 respondents.

3.1 Demographics

We will first describe the demographic breakdown of respondents.
Note: these demographic questions were optional, so the data below
does not encompass the full group, but likely a representative subset.

Geographic Location

We collected responses from 108 different countries. 74% of
respondents live in developed countries, while 26% are in developing
countries. Classifications are obtained from this UN report.

Developed Developing
74% 25%

The most survey respondents are from Europe (49%), followed by
North America (26%) and Asia (19%). The remaining 6% live in Oceania
(4%), South America (1%), and Africa (1%).

1% 1%

\

4%

19% = Europe
(o]
= North America

= Asia

49% = Oceania

South America
Africa
26%


https://www.un.org/en/development/desa/policy/wesp/wesp_current/2014wesp_country_classification.pdf
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Age

59% of survey respondents are millennials or younger (born after
1980), while 41% are GenX or older (born before 1981). The classification
for Millennials / GenX is obtained from this article by the Pew Research

Center.
v
L=
~— .
w dJd)
<= Millennials >= GenX
59% A41%
Education

Overall, 55% of respondents have Bachelor’'s degrees or higher. The
breakdown by specific sub-type is shown below.

Doctorate [l 3%
Master's Degree [N 17%
Bachelor's Degree [N 36%
Associate Degree [N 22%
High School [N 20%

Lower Secondary [l 3%


https://www.pewresearch.org/fact-tank/2019/01/17/where-millennials-end-and-generation-z-begins/
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Crypto Net Worth

We asked users about their crypto net worth, in both dollar amounts,
and as a percentage of their total net worth. Hopefully these groups
will give us a useful demographic tool to further analyze the data.

Most respondents (55% in total) have under $5,000 invested in
cryptocurrencies. Those with larger dollar amounts invested are
relatively few, at 7%.

What is your crypto net worth? (US$)

Under $1,000 e 30%
$1,000 - 5,000 I 25%
$5,000 - 10,000 N 14%
$10,000 - 100,000 NN 24%

Over $100,000 N 7%

We also asked users about their cryptocurrency investment as a
percentage of their overall net worth. Most respondents fall into the 10-
30% range. The smallest groups are those who have no investment
(7%) and those who have their entire net worth in crypto (6%).

Roughly what percentage of your net worth is in crypto?

51%

21%
16%

7% 6%

0 10-30 40-60 70-90 100
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3.2 Awareness and Adoption

General Awareness

We studied respondents’ awareness and understanding of DeFi.
Although the majority of respondents have heard of DeFi (79%), their
understanding varies.

Those who either don’t know what DeFi is or don’t understand it well
make up 52% of respondents, while only 48% have an intermediate to
good understanding. This is expected, given DeFi only started to
become a popular topic last year.

How familiar are you with DeFi?

| have never heard of it | IEGTN'NEEEE 1%

| have heard of it but don't
understand it well

I understand it somewhat [ 34%
| understand it well N 13%

31%

When broken down by crypto net worth, we find that users with more
investment in crypto tend to have a higher awareness and
understanding of DeFi. This is also expected, given that the investment
size should be positively correlated with understanding and confidence
in the crypto industry as a whole.

User Understanding by Crypto Net Worth

23% U= i =
(]
26% ® Never heard of
B Heard of but don't
understand well
40%

42% | understand it
349% 37% somewhat

24% . . | understand it well
w6 %

<$1k $1-5k $5-10k $10-100k >$100k
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Usage

Among those who have heard of DeFi, most have never used a DeFi
application (53%). Even for those who used DeFi, their usage is still
lower than that of centralized counterpart (26%). There are relatively
few heavy users of DeFi who use it just as or more often than
centralized products (15%). The smallest group are those who have
used DeFi in the past, but no longer do (7%).

How often do you use DeFi versus centralized products?

I have never used it - | s>

Less often 26%
Just as often I 9%
More often [l 5%
Exclusively DeFi | 1%

Used in the past 7%

Once again, we see a similar pattern occurring where higher net worth
correlates with a higher rate of DeFi usage. It is important to note that
even though higher net worth users are more likely to have used DeFi,
there are still a substantial portion who have not (44-48%).

DeFi Usage by Crypto Net Worth

9
59% 55% 52% 48% 44%
o

® Have never used

H Have used

<$1k $1-5k $5-10k  $10-100k >$100k

10
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A similar, but stronger pattern exists for respondents’ usage when
broken down by the percentage of their net worth invested in
cryptocurrencies. On average, a higher commitment to crypto
correlates strongly with DeFi usage.

DeFi Usage by Percentage Net Worth Invested

42%

B | have never used it

m Have used

0-10% 20-40% 50-70% 80-100%

People’s reasons to use DeFi are varied. The most common, as
expected, are earning yield (25%) and trading on decentralized
exchanges (18%).

For what purpose(s) have you used DeFi?

Earning passive income NI 25%
Decentralized exchange NI 18%
Stablecoin conversion 13%
Cryptocurrency payment 12%
Access to certain tokens 9%
Access to investment strategy 7%
Borrowing 6%
Arbitrage 4%
Derivatives or prediction 3%
Uncertain 2%

Insurance 2%

11
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Users are most interested in seeing more DeFi developments in earning
passive income (28%) and making payments (17%).

In which of the following use cases are you most interested
to see DeFi solutions develop or improve?

Earning passive income N 28%
Cryptocurrency payment I 17%

Decentralized exchange 10%
Stablecoin conversion 9%
Borrowing 7%
Access to investment strategy 6%

Insurance 6%
Uncertain 6%
Arbitrage 4%

Access to certain tokens 4%

Derivatives or prediction... 2%

Next, we sought to find reasons for why non-DeFi users have not used
it before. The majority of respondents cited a lack of understanding as
the main reason they have not used DeFi (51%), with the second most
stating a lack of necessity (22%). A significant portion also could not
give a specific reason (18%), which we can safely assume are people
who also lack understanding or necessity.

What are the main reasons you have not used DeFi?

| don't understand it el | s
| don’t need to use it _ 22%

It is too risky . 4%
Recent events eroded my trust 3%
Centralized products are better I 2%

Uncertain 18%

12
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Those who have used DeFi in the past but no longer do gave very
different reasons for why they don’t use DeFi. Much fewer people cited
a lack of understanding (22% versus 51% above), and more cited a lack
of necessity (32% versus 22%). This indicates that these users have
tried DeFi and don’t believe it is significantly better than centralized
products.

This subgroup also seems more cognizant of the risks present in the
nascent DeFi landscape, with many more responding with “it is too
risky” or “recent events eroded my trust” as a reason (29% versus 7%
from the group above).

Why do you not use DeFi?

| don’t need to

use it
| don’t
understand it
well

| don’t
understand it
well

| don’t need to

. Uncertain
use it
Recent events
have eroded
Uncertain my trust

It is too risky It is too risky

Recent events
have eroded I have never | have used DeFi in the

my trust used DeFi past but no longer do

We also investigated the individual responses of respondents who
chose “Other” for why they are not using DeFi. Most of these responses
cite a lack of liquidity.

13
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3.3 Perceptions

Trust

We asked respondents to rate the trustworthiness of centralized and
decentralized products on a scale of 1-5 with 5 being extremely
trustworthy. After compiling weighted average scores, we found that
respondents generally found decentralized products (average score
3.5) more trustworthy than their centralized counterparts (average
score 3.2).

To what extent do you perceive centralized/decentralized
products or services to be trustworthy?

Centralized 3.2

We found two significant patterns among different groups. Firstly,
respondents from Asia tend to trust centralized products more than
those from the rest of the world.

To what extent do you perceive centralized
products or services to be trustworthy?

North America 3.1

EMEA 3.1

14
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Secondly, those who have a better understanding of DeFi tend to trust
decentralized products more. The relationship between understanding
and trust is significant, which means that as users’ understanding of
DeFi grows, trust and adoption should also increase.

To what extent do you perceive decentralized
products or services to be trustworthy?

| understand it wel | ;.
| understand it somewhat _ 3.6

| have heard of it but don't
understand it well

| have never heard of it _ 3.2

3.4

In our overall sample, the two most cited areas of improvement for
centralized exchanges are deposits/withdrawals and fees - these are
likely areas in which DeFi can outcompete centralized exchanges in the
future.

Which areas could be improved in centralized exchanges
to make your experience better?

Deposits and withdrawals T 18%
High fees I 17%
Better security 13%
Interface / ease of use 12%
More transparency 1%
Customer service 9%
Account opening process 8%
More features 6%
Uncertain 3%

Service outages 2%

15
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When broken down by crypto net worth, we find that high net worth
respondents are more concerned with fees, security, and transparency
than the ease of deposits and withdrawals. They also believe fees are
the area where centralized exchanges could improve the most.

Users with less than $1,000 invested in crypto, on the other hand,
prioritize deposits and withdrawals much more than high net worth
users. They do not prize security nearly as much.

What could centralized exchanges improve
most to make your experience better?

Deposits and 19%
withdrawals

High fees

16% Better security

High fees

Deposits and

Interface withdrawals

Better security 14% Interface

More transparency 12% More transparency

Customer service 7% Customer service

Account opening Account opening

More features 6% More features

Service outages

|
X | X

|

Service outages

Under $10,000 Over $10,000
Crypto Net Worth Crypto Net Worth

16
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In our respondents’ opinion, the top three reasons to use decentralized
products were anonymity, decentralization, and lower costs. The
reasons given were remarkably consistent across demographic groups.

In your opinion, what are the main reasons to use
decentralized products?

Anonymity IS 19%
More decentralized (no... nEEEEE——— 19%
Lower costs mammmmmmmmmmmmm——m—" 16%
More secure 12%
More transparent 9%
Interest in decentralized... 9%
More accessible 5%
More convenient 5%
More features 2%
Better interface 2%
Fewer service outages 1%
Uncertain 1%

When asked for the main reasons not to use decentralized products,
respondents across all demographic and user type groups answered
“new technology carries yet unknown risks” at a very high rate. This
indicates that the novelty of DeFi protocols could be a big reason why
DeFi is not more widely adopted.

In your opinion, what are the main reasons NOT to use
decentralized products?

Technology has unknown risks I 24%

Worse interface 10%
Higher costs 10%
Slower 10%
Less secure 9%
Less convenient 8%
Less accessible 8%
Fewer features 8%

Less transparent 4%

17
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Adoption Barriers

Similarly, respondents were remarkably consistent when asked what
they thought were the main barriers against DeFi adoption. A large
number of respondents gave “DeFi is not well understood” as a reason
(31%). Issues of accessibility (19%), novelty (18%), and recent events
(11%) were also raised.

In your opinion, what are the greatest barriers against DeFi
adoption?
DeFi is not well understood NI 21%
DeFi is not accessible N 19%
DeFiis new and has unknown risks N 18%
Recent attacks I 1%

Slow interface 4%

High fees 4%
DeFi is not secure 3%
DeFi worse than centralized 3%
DeFi is not scalable 2%

Most respondents who understood DeFi at least somewhat believed
that DeFi products would fully replace centralized products sometime
in the future (57%). There were 38% of users who did not believe DeFi
could fully replace centralized products. Another 5% were uncertain.

Do you believe DeFi applications will fully replace
centralized products in the future?
No, both products will be used NS 37%
Yes, over the next 3 to 5 years I 24%
Yes, but in more than 5 years I 21%
Yes, in the next year or two NN 12%
No, DeFi will no longer be used B 1%

Uncertain 5%

18



@ crypto.com

Future Content

Respondents in general favored seeing basic educational or
introductory content and also content on good DeFi investments.

What types of content related to DeFi would you be most
interested in seeing?

content

Content on best DeFi investments [N 22%

Content on advanced DeFi

o,

concepts 14%
Content on DeFi trends and data 13%
Content on specific DeFi protocols 13%

| am not interested in seeing DeFi-

[9)
related content 2%

Looking at the data, we noticed a gap in the responses between users
with a decent understanding of DeFi and those who don’t. Users who
understand DeFi better tended to favor seeing more advanced
content. Rest assured, we will be putting out all kinds of content for
both advanced and novice users alike, so please do stay tuned for
more!

19
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4. Conclusion

Key Takeaways

79% of survey respondents have heard of decentralized
finance, but only 48% have an intermediate to good
understanding;

Among users who have heard of DeFi, 53% have not used it
before. Only 15% use DeFi just as often or more often than
they use centralized products or services;

The two main use cases for DeFi among survey respondents
who have used DeFi are earning passive income and trading
on decentralized exchanges, with 25% and 18% of responses
respectively;

Respondents were most interested in seeing improvements
in passive income and making payments through DeFi;

Greatest adoption barriers for DeFi are as follows: 1) lack of
understanding/accessibility, 2) DeFi is new and has unknown
risks;

Regarding centralized exchanges, the two most cited pain
points for users were deposits/withdrawals, and high fees.
These are potential areas where DeFi can outcompete
centralized services;

Surprisingly, 57% of respondents who have some
understanding of DeFi believe it will fully replace centralized
products in the future

20
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