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Is finance becoming decentralised? And what does that mean? 

 Since 2009, the rumblings around cryptocurrencies have risen 
gradually, then suddenly

 Cryptocurrencies are a type of private asset that depends primarily 
on cryptography and distributed ledger or similar technology as 
part of their perceived or inherent value (FSB, 2019)
 Distributed ledger technology (DLT) is a means of saving 

information through a distributed ledger, ie a repeated digital 
copy of data available at multiple locations (BIS, 2022)

 Stablecoins are a type of cryptocurrency that aims to maintain 
a stable value relative to a specified asset, or a pool or basket 
of assets (Arner et al, 2020)
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Is finance becoming decentralised? And what does that mean? 

 DLT applications in decentralised finance (DeFi) aim to provide financial services without using 
centralised entities – fundamentally different from traditional finance (TradFi) 

 Yet in practice, DeFi platforms often have quite centralised decision making, and new forms of 
concentration. Some refer to a “decentralisation illusion” (Aramonte et al, 2022) 
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Image source: 
https://bitcoin.org/bitcoin.pdf
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“Decentralisation” in practice

Image source: 
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Stablecoin market capitalisation is surging

Source: BIS
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A Cambrian explosion of competing blockchains

Source: BIS (2025)
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Rapid growth in tokenisation of “real-world assets” (RWA) 

Source: rwa.xyz (2025)
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Yet in finance as in so many domains, there is nothing new under the sun

Source: 
Aquilina et al (2023b)

Economic functions and activities in TradFi and DeFi
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Stablecoins as a return to the 19th century US Free Banking era?

Image surces: History of the Free Bank Era - Business Insider; Wikimedia Commons.
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Need for private institutions like the Suffolk System (1818–58)?

Image source: American Currency - CURIOSity Digital Collections.
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How should authorities respond to the rise of crypto and DeFi? 

Source: 
Aquilina et al (2023a)

High-level options for addressing risks in crypto
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Public infrastructures can be very powerful

Source: 
Frost et al (2024)
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In Brazil, for example, Pix has driven a digital payments revolution 

Source: Duarte et al (2022), updated as of August 2025.
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Tokenisation as one powerful technological capability 

Source: BIS
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Tokenised bonds exhibit improved liquidity, and comparable issuance costs

Source: Aldasoro et al (2025).

Bid-ask spreads Issuance costs
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Concluding remarks 

 Decentralised finance is a misnomer, but it is growing fast and here to stay
 Rapid growth puts a premium on real-time monitoring and decision making
 Among policy approaches, “ban” and “contain” are increasingly untenable; the question is not 

whether but how to regulate – and what to do when things go wrong
 The biggest enemy of innovation is not regulation; it is crises and the resulting erosion of trust
 There is path dependency: what we choose now matters for years to come 
 Should public authorities delegate responsibility to the private sector? Or lead with public 

infrastructures that lay a foundation for financial development? 
 Fast payments and tokenised government bonds as two examples
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In India, UPI is far more widely used than other digital payment methods…

Source: NPCI; RBI; with thanks to Kumar Rishabh. 
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…with similar trends based on transaction volume (number of transactions)

Source: NPCI; RBI; with thanks to Kumar Rishabh. 
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