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WHAT IS DECENTRALIZED FINANCE (DeFi)? #1

DeFi commonly refers to the provision of financial products, services, activities, and arrangements that use distributed
ledger technology (DLT), including self-executing code referred to as smart contracts. DeFi aims to operate in a
disintermediated and decentralized manner, eliminating some traditional financial intermediaries and centralized

institutions, and enabling certain direct investment activities®

DECENTRALIZED: No single point of failure, source of truth, or authority capable of or responsible for changes
FINANCE: Traditional financial services activities using tokenized assets represented onchain
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LAYER 1
FUNCTIONALITY

DeFi terms and definitions are still evolving. GBBC compiled a DeFi Taxonomy here (filter category to “DeFi"):
https://www.gbbc.io/taxonomy



https://www.iosco.org/library/pubdocs/pdf/ioscopd754.pdf
https://www.gbbc.io/taxonomy
https://assets.ctfassets.net/so75yocayyva/3GAVYRtA4dgVGgwydfAPwC/b22fe7769521b3a68150bd82971f0c47/Stablecoins-GSMI-3.0-Fact-Card.pdf
https://www.gbbc.io/uploads/reports/gsmi50/DeFi-Stand-Alone.pdf
https://www.gbbc.io/uploads/reports/gsmi50/DeFi-Stand-Alone.pdf
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KEY TAKEAWAYS

e Decentralized blockchain networks remove intermediaries, but do not preclude intermediary participation, nor
necessity

e DeFiis global & accessible to anyone with an internet connection; yet sovereign laws, standards, and expectations
may overlook or conflict with local laws and regulations

e Regulation traditionally focuses on intermediaries; DeFi requires rethinking long-held legal & regulatory concepts
e Reliance on autonomous software requires responsible coding, testing, and best practices

¢ As DeFi continues to evolve, so will efforts toward harmonized regulations and requirements for DeFi activities
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Total Value Locked (TVL)
Amount of user funds deposited in DeFi protocols

Year-over-Year Growth of Crypto Activity by Category Type and Region
Jul 2022 - Jun 2023 vs. Jul 2023 - Jun 2024
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OPPORTUNITIES

Democratize access to finance
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LAYER 1 PROTOCOLS

Responsible governance and environmental
accountability at the Layer 1 level can have
trickle down effects throughout the DeFi
ecosystem

Regulatory developments are in development
and imperative for credibility and scale

e https://www.chainalysis.com/blog/2024-global-crypto-adoption-index/



https://www.gbbc.io/uploads/reports/gsmi50/DeFi-Stand-Alone.pdf
https://defillama.com/
https://www.chainalysis.com/blog/2024-global-crypto-adoption-index/

