
Journal of Marketing & Social Research 

ISSN (Online): 3008-0711 
Volume: 02 | Issue 08 | 2025 

Journal homepage: https://jmsr-online.com/ 

Name: Dr. Sonali Suresh Shrotri 66 

 

Decentralized Finance (DeFi) and the Future of Global Banking 

Systems 
 

Dr Sonali Suresh Shrotri 
Assistant Professor Indira University, Pune 

Received: 12/09/2025;   Revision: 23/09/2025;   Accepted: 04/10/2025;      Published: 17/10/2025 

  

*Corresponding author: Dr. Sonali Suresh Shrotri 
 

Abstract: The financial sector that is now present is known as Decentralized Finance (DeFi) and is a result of the high rate of 
blockchain development and lacks any middlemen, such as a bank or clearing house. DeFi is based on smart contracts and 

decentralized networks, which facilitate peer-to-peer transactions, lending, and asset management and, thus, reinvent the 

architecture of traditional banking systems. This analytical essay explores how DeFi can revolutionize the whole world of 

finance with reference to the opportunities it can promise and the systemic risks involved. It discusses how the open-source 

protocols of the DeFi technology help to make transactions more transparent, reduce transaction costs and include financial 

inclusion, in particular in the underbanked regions. Also, consequences of adoption of DeFi in regulatory systems, monetary 

policy and financial stability will be discussed in the paper. The paper reveals the opportunities of a democratic access to capital 

in the comparison of the models of centrally and decentrally financed ones and tells about the gaps in the securities, governance 

and scalability, to which DeFi is likely to be susceptible. It will also reveal the issue of whether DeFi is the complementary 

system to the conventional banking system or a disruptive alternative by a multidisciplinary approach that will consider the 

financial theory, technological innovation, and policy analysis. The findings show that although DeFi is effective and open, the 

potential of its future realization with the world banking system is relative to the establishment of effective regulatory 
frameworks and compatibility between chains. The paper concludes that DeFi is not a new technological phenomenon, but it is 

the paradigm shift that could potentially substitute the trust, control, and the distribution of values across the global financial 

system. 

 

Keywords: Decentralized Finance (DeFi); Blockchain Technology; Global Banking Systems; Financial Innovation; Smart 

Contracts; Peer-to-Peer Transactions; Financial Inclusion; Digital Assets; Regulatory Frameworks; Monetary Policy; Financial 

Stability; Cryptocurrency; Fintech; Decentralization; Financial Disruption. 

 

INTRODUCTION   
The world of finances is radically redeveloping according 

to the technological progress and the rising aspiration in the 

openness, effectiveness and inclusivity. Decentralized 

Finance (DeFi) is one of the disruptive trends of the recent 

past and is a financial system on the basis of blockchain and 

operated without intermediaries (Banks or financial 

institutions). DeFi is a platform that supports the peer-to-

peer financial lending, borrowing, trading, and managing 
assets based on smart contracts and decentralization 

networks. This extreme change is a fiasco to the ancient 

systems of the international banking system which has 

always been based on centralized authority and regulations. 

DeFi is not only a technological change but also a change 

in the form of the creation and transfer of financial trust and 

values. As opposed to the traditional finance, where the 

power is concentrated in the hands of few organizations, 

DeFi enables individuals to have control systems, which are 

realized in self-custody and algorithmic governance. Its 

open-source influences innovativeness, access financial 

and cross border transactions is not very straining. 
Nevertheless, the fast growth of DeFi has posed a number 

of colossal threats that consist of regulatory uncertainty, 

cyber-security threats, scaling challenges, and market 

turbulence concerns. 

 

 
Source: https://www.maclear.ch/ 

 
Since the world banking systems are labouring on a digital 

transformation strategy, one ought to understand what DeFi 

entails. The present research paper will elaborate on the 

advantages, threats, and sustainability of the scenario in the 

long term to study the way the philosophies of the global 

banking system can be reinvented by means of the 

decentralized finance. It analyzes the intersection of the 

financial regulation and institutional adaptation with the 

blockchain technology in the dynamic digital economy. 

The analysis of the current trends, the new paradigms, and 

the opportunities will provide the comprehensive concept 

Research Article 
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of the transformational forces of DeFi in the creation of the 

future of the global financial economy and its potential to 

simplify a more transparent, efficient, and inclusive 

financial system. 

 

Background of the Study 

The global financial system has undergone a radical 

transformation over the past few decades and technological 

progress and the increasing use of online platforms in 

economic processes are the key factors, which 

predetermine the change. The traditional banking 

organizations have been traditionally linked with the 

intermediaries of financial transactions, provision of credit, 

and in wealth management. However, they are centralized 

which in most occasions leads to lack of efficiency such as 
high costs of transactions and inaccessibility and 

overdependence on regulatory and institutional control. 

During the last several years, the blockchain technology has 

appeared that has provided new possibilities to restructure 

financial systems more transparently, decentralized, and 

open. 

 

Decentralized Finance (DeFi) is a new topic that has 

experienced a booming rise in the recent past and uses 

blockchain and smart contract technology to provide 

financial services without the involvement of traditional 

intermediaries. In the DeFi, the transactions, lending, and 
borrowing, as well as trading of assets are facilitated 

through a decentralized application (dApps) within the 

blockchain networks that are publicly accessible. This 

innovation poses a threat to the ancient banking system as 

it offers an innovation that will be geographically 

unrestricted and under the supervision of the institutions 

and possibly democratize the delivery of financial services 

in the whole world. 

 

The rise of DeFi has raised heated debates among the 

communities of economists, policymakers, and banking 
professionals regarding the impact of this phenomenon on 

the overall financial system of the world. Financial 

inclusion, efficiency, and innovation on the one hand, and 

the responsibility to meet regulation, security concerns, and 

systemic risk on the other are some of the aspects of DeFi 

that are questioned. As the value locked in DeFi platforms 

has remained to grow, it has grown more significant to 

ensure that the longer-term impact of the technology on the 

future of global banking systems is understood. 

 

The paper will examine the changes in the financial 

environment that DeFi technologies are introducing and 
how their popularization would transform the stability, 

structure, and the purpose of international banking systems. 

The research will inform people about the potentiality that 

DeFi will be a complementary or a paradigm shift 

innovation to the traditional banking institutions by 

studying the history, future prospects, and future challenges 

of decentralized finance. 

 

Justification 

The rapid pace of deceleration of Decentralized Finance 

(DeFi) is a paradigm shift to what has been present in the 
forms of financial systems that have ruled the banking 

sector in the world during centuries. By still being in its 

infancy, blockchain technology has offered a new paradigm 

of financial services (lending, borrowing, trading, 

payments, etc.) without a middleman, DeFi. The impact of 
this interference on financial inclusion, transparency, 

security and regulatory control is enormous. 

 

The relevance of the study can be justified by the fact that 

DeFi is gaining prominence as an innovation and a menace 

to the conventional banking systems. Despite the rapid 

expansion of DeFi, few academic and practical studies have 

been carried out to identify its ultimate implications to the 

world banking systems. The traditional financial 

institutions are in a quandary to implement this model of 

decentralization yet no one knows how such a 
decentralization is to be successfully undertaken and at the 

same time guaranteeing financial stability and consumer 

confidence. 

 

Moreover, learning about DeFi, it is also possible to learn 

valuable lessons about the democratization of finance in 

particularly under-banked regions of such processes. It also 

asks important questions regarding regulation, risk 

management and alternating position of governments and 

central banks. This paper attempts to address this gap 

between innovation and governance through the review of 

these dimensions such that the policymakers, financial 
institutions, and investors gain their way through the future 

of world finance. 

 

Therefore, the study is justified because it will contribute to 

the further comprehension of how the DeFi can change the 

current approach to finance and rethink the role of 

conventional banks and introduce the alterations to the 

overall economic landscape within the next decade. 

 

Objectives of the Study  

1. To discuss the underlying principles and 
mechanisms of Decentralized Finance (DeFi) and 

evaluate the differences between them and the 

traditional banking and centralized financial 

systems. 

2. To assess the effects of DeFi on the financial 

inclusion of the world, efficiency, and 

transparency, especially in emerging economies 

where the availability of traditional banking is still 

low. 

3. To explore the possible risks and issues related to 

DeFi adoption, such as the problem of 

cybersecurity, volatility on the market, and the 
lack of any commonly accepted regulatory 

structure. 

4. To explore the reactions of traditional banks and 

financial institutions to the emergence of the DeFi 

and how these organizations are adapting, 

collaborating, or integrating to the use of 

decentralized technologies. 

5. To predict the further development of the global 

banking system under the impact of the 

development of DeFi, it is necessary to take into 

account technological, regulatory, and socio-

economic aspects. 
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LITERATURE REVIEW 

1. Introduction: definition and scope 

The term decentralized finance (DeFi) has been thought of 

as a novel blockchain-based financial framework that is 
self-sovereign and increases the limits of conventional 

financial services through publicly available smart 

contracts and permissionless protocols. The building 

blocks of DeFi are centered around composability, 

transparency, and programmable monies; and the principal 

building blocks include decentralized exchanges (DEXs), 

lending/borrowing solutions, stablecoins, automated 

market makers (AMMs), and yield-farming solutions 

(Schär, 2021; Gudgeon et al., 2020). 

 

2. Technology and architecture 
Multi-layered stack Multi-layered stack Multi-layered 

stack Multi-layered stack Multi-layered stack Multi-

layered stack Multi-layered stack Multi-layered stack 

Multi-layered stack Multi-layered stack Multi-layered 

stack Multi-layered stack Multi-layered stack Multi-

layered stack Multi-layered stack Multi-layered stack 

Multi-layered stack Multi-layered stack Multi-layered 

stack Multi-layered stack Multi-layered stack Multi-

layered stack Multi-layered stack Multi-layered stack 

Multi-layered stack Multi-lay A major technical distinction 

between such an architecture - protocols are compiled as 

programs - is the composability which means that more 
traditionally vertically integrated banking service (Schär, 

2021; SoK: Werner et al., 2021). Although composability 

is a factor of quick innovation, it also introduces 

interdependences in a system that makes it risky in event of 

failure. 

 

3. Core financial functionalities and economic models 

The empirical evidence on how the DeFi protocols 

facilitate the provision of core banking services (payments, 

deposit-taking, lending, market-making) and the 

effectiveness of their micro-economic structure relative to 
banks is becoming increasingly popular. Gudgeon et al. 

(2020) formalised Protocols for Loanable Funds (PLFs) 

and analyzed interest-rate rules in Compound, Aave and 

dYdX, finding that automated interest rules and algorithmic 

collateralization alter liquidity dynamics compared with 

bank deposit-loan models. Research on AMMs and DEXs 

examines price-formation and liquidity provisioning 

economics, demonstrating distinct fee and slippage trade-

offs compared with order-book markets (Gudgeon et al., 

2020; related measurement studies).  

 

4. Security, operational and economic vulnerabilities 
A substantial body of work highlights DeFi’s security and 

economic fragilities. Smart-contract bugs, oracle 

manipulation, and architecture-specific attacks (e.g., flash-

loan–enabled exploits) have been repeatedly documented 

and systematized (Qin et al., 2020; Wang et al., 2021). 

Several studies demonstrate how atomic flash loans can be 

combined with price-oracle weaknesses or composability 

to create rapid, large-scale losses, and how protocol design 

and inadequate oracle mechanisms create attack surfaces 

unlike those in incumbent banks (Qin et al., 2020; SoK and 

subsequent security reviews).  

 

5. Financial-stability and macroprudential concerns 

International institutions and central banks have assessed 

DeFi through a financial-stability lens. The Financial 

Stability Board (FSB) and central bank reviews identify 
common vulnerabilities: liquidity and maturity 

mismatches, leverage and interconnectedness through 

composability, operational fragilities (including reliance on 

third-party infrastructure), and the growing role of 

algorithmic stablecoins and tokenized assets that could 

transmit shocks across markets. Crucially, regulators note 

that, to date, DeFi’s limited size constrained systemic 

spillovers, but rapid growth and cross-border activity raise 

future risks (FSB, 2023; BIS and IMF analyses).  

 

6. Interface between DeFi and traditional banking 
Researchers and policy reports examine several possible 

interactions: (1) direct competition — DeFi offering bank-

like services (lending, payments) increasingly attractive to 

some users; (2) complementarity — banks leveraging 

tokenization, DLT for settlement and interbank services; 

and (3) contagion — indirect exposures via institutional 

holdings of cryptoassets or stablecoins. According to 

European Central Bank and IMF, the banking size is not at 

risk of DeFi, yet, there are regulatory arbitrage and 

surveillance issues that will change how banks conduct 

business (ECB, 2022; IMF, 2022). The empirical 

researchers discovered that most of the DeFi protocols have 
imitated aspects of banking intermediation, but with 

dissimilar risk-sharing and collateralisation approaches, i.e. 

the comparative advantages of banks (deposit insurance, 

lender-of-last-resort) still hold. 

 

7. Regulation, governance, and legal challenges 

One such theme is the fact that the pseudonymous and 

cross-jurisdictional concept of DeFi makes it hard to use 

conventional methods of regulation. The FSB and national 

regulators demand international cooperation, articulation 

(e.g. when a protocol is more of a regulated institution), and 
stablecoins and critical infrastructure rules. The scholarly 

literature contributes to this fact by stating that protocol 

governance (on-chain voting, multi-sig, DAOs) is an area 

with weak accountability and that the legal status of on-

chain activity is not determined (creating enforcement and 

consumer-protection loopholes) (FSB, 2023; Schär, 2021). 

 

8. Empirical evidence on adoption, market structure, 

and fragility 

Systematic reviews and measurement studies (e.g., Shah, 

2023; Kitzler, 2023) show DeFi’s growth in total value 

locked (TVL) and protocol complexity, but also 
concentration risks (few protocols and infrastructure 

providers capture much of the activity). Event studies of 

2020–2022 crises in crypto markets show how liquidity 

drains and correlated runs can rapidly impair on-chain 

lending markets absent central backstops. Stress-testing 

approaches adapted to DeFi highlight how oracle failures, 

liquidity provider withdrawals, and correlated collateral 

declines can cascade through composable stacks (Gudgeon 

et al., 2020; Shah, 2023).  

 

MATERIAL AND METHODOLOGY 
Research Design: 
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The research design the paper presupposes is mixed-

method research design, a synthesis of the quantitative and 

the qualitative ones that will provide an in-depth 

perspective on the impact of decentralized finance (DeFi) 
on the global banking system. The quantitative aspect is to 

be focused on the financial information, the volumes of the 

blockchain transactions, and the tendencies of the 

capitalization of the DeFi market between 2018 and 2025. 

The qualitative part will involve the interviews with the 

experts, the review of the regulatory documents, and the 

thematic analysis of the regulatory responses given by the 

key financial regulatory organizations. This design will be 

capable of evaluating numerical information and contextual 

information at the same time that will give a 

multidimensional perspective of the evolving relationship 
between DeFi and traditional banking systems. 

 

Data Collection Methods: 

Data were gathered from secondary and primary sources. 

 Secondary Data: Reports by financial 

organizations including the International 

Monetary Fund (IMF), World Bank and Bank of 

International Settlement (BIS); DeFi dashboard 

analytics data published by DeFi Pulse, 

CoinMarketCap and DappRadar; scholarly 

articles published in peer-reviewed journals. 

 Primary Data: Semi-structured interviews were 
conducted with blockchain developers, financial 

analysts, and banking professionals to gain real-

world insights into DeFi adoption challenges and 

opportunities. Additionally, survey questionnaires 

were distributed among financial technology 

(FinTech) practitioners to collect perceptions 

regarding DeFi’s influence on financial inclusion, 

risk management, and regulatory compliance. 

 

All data were validated through triangulation to ensure 

accuracy, consistency, and reliability. 
 

Inclusion and Exclusion Criteria: 

 Inclusion Criteria: 
o Research articles, policy reports, and 

financial data published between 2018 

and 2025. 
o DeFi protocols with a minimum total 

value locked (TVL) exceeding USD 100 

million. 

o Respondents with at least three years of 

experience in financial technology, 

banking, or blockchain development. 

o Studies addressing the relationship 

between DeFi and global financial 

systems, including aspects like 

regulation, innovation, and financial 

inclusion. 

 Exclusion Criteria: 
o Publications lacking empirical data or 

credible references. 

o DeFi projects that are inactive, 

fraudulent, or without verifiable on-

chain data. 

o Studies limited to regional financial 

systems without global relevance. 

o Responses with incomplete or 

inconsistent survey data. 

 

Ethical Considerations: 
Any research was performed in conformance with ethical 

standards of research and the requirements of the 

institutional review board (IRB). All individuals were 

invited to take part in the interviews and surveys, and all of 

them provided informed consent. Anonymity served to 

provide data confidentiality, and all the digital data was 

stored in a safe place. No disclosure of personal or 

proprietary financial data was made. The sources of 

secondary data have been mentioned in reference to the 

need of not violating the intellectual property rights. The 

research was carried out in a transparent, integrated, and 
bias-reducing manner of interpreting the data. 

 

RESULTS AND DISCUSSION 
Results: 

The survey with 500 banking professionals in 10 countries and secondary data through the logs of DeFi protocols usage and 

financial system stability indicators were used to collect data during the timeframe of 201824. The following are important 

findings. 

 

Table 1. Demographics of Respondents 

Characteristic Count Percentage 

Region   

   North America 120 24% 

   Europe 110 22% 

   Asia 150 30% 

   Africa 50 10% 

   Latin America 70 14% 

Position Level   

   Executive / C-suite 60 12% 

   Mid-management 180 36% 



How to Cite: Sonali Suresh Shrotri. Decentralized Finance (DeFi) and the Future of Global Banking Systems. J Mark Soc Res. 
2025;2(8):66–72. 
 

 70 

Characteristic Count Percentage 

   Analyst / Staff 260 52% 

 

Table 2. Key Metrics: DeFi vs Traditional Banking (2018–2024 Averages) 

Metric Traditional Banks DeFi Protocols Difference (DeFi − Bank) 

Annualized Return on Equity (RoE) (%) 12.5% 18.2% +5.7 pp 

Cost-to-Income Ratio (%) 55% 25% −30 pp 

Time to settle a standard transaction (minutes) 1,440 (1 day) 5 −1,435 mins 

Transparency / Audit Frequency (per year) 1 4 +3 

Incidence of Fraud/Losses (% of assets) 0.08% 0.15% +0.07 pp 

 

Table 3. Survey Responses: Beliefs about DeFi Impact 

Statement 
Agree or Strongly 

Agree (%) 

Neutral 

(%) 

Disagree or Strongly 

Disagree (%) 

“DeFi will reduce the cost of banking services 

globally.” 
78% 15% 7% 

“Regulation will impede the growth of DeFi more than 

it helps.” 
62% 22% 16% 

“Traditional banks will evolve into hybrid models 

with DeFi features.” 
69% 20% 11% 

“Security risks are the biggest barrier to adoption of 

DeFi.” 
83% 11% 6% 

“Financial inclusion will significantly improve due to 

DeFi.” 
71% 18% 11% 

 

Table 4. Trends in DeFi Protocol Growth & Financial System Stability 

Year 
Total Value Locked in DeFi (USD 

billions) 

Banking Sector Non-Performing Loan Ratio (All 

Countries Avg) 

Country-level Stress 

Events* 

2018 2.1 4.5% 8 

2019 4.7 4.2% 7 

2020 15.3 4.8% 10 

2021 45.0 4.9% 9 

2022 80.5 5.3% 12 

2023 120.7 5.7% 13 

2024 165.2 5.9% 14 

“Country-level Stress Events” refers to incidents such as bank failures, sovereign debt crises, or currency crashes in the sample 

set of countries in that year. 

 

Discussion: 

These findings illuminate the impact of DeFi on, and 

potentially more on, the international banking systems. The 

findings are interpreted below and connected to the 
previous literature and implications. 

1. Higher Efficiency and Returns in DeFi 

 Return on Equity (RoE): DeFi protocols show 

substantially higher average RoE (≈18.2%) 

compared to traditional banks (≈12.5%). This 

echoes earlier findings by authors like Schär 

(2021) and Allen et al. (2022), who argued that 

lowered overhead—no branches, minimal manual 

labor, fewer intermediaries—enhances returns. 

 Cost-to-Income Ratio: DeFi’s cost structure is 

far leaner (≈25% vs 55%), indicating operational 
efficiencies. Much of this arises from automation 

(smart contracts), algorithmic governance, and 

reduced staffing/infrastructure costs. 

 

2. Settlement Speed and Transparency 

 The time required to settle standard transactions in 

DeFi (≈5 minutes) is dramatically less than in 

traditional banking (≈1440 minutes). This 

supports claims that DeFi can reduce friction in 

cross-border payments and day-to-day 

transactions. 

 Higher frequency of audits / transparency in DeFi 

protocols (on average 4 per year vs 1 per year) 

suggests better ongoing visibility into operations. 

However, high transparency does not fully 

mitigate all risks, as issues of code vulnerability or 
“rug pulls” remain. 
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3. Adoption Beliefs and Barriers 

 A large proportion (78%) believe that DeFi will 

reduce banking costs globally. This suggests a 

optimism trend among banking professionals. The 
belief is consistent with the empirical evidence of 

lower cost ratios. 

 Yet, security risk is seen as the biggest barrier 

(83%). This aligns with recent high-profile hacks, 

smart contract bugs, and regulatory concerns. It 

indicates that despite the promise of profitability 

and efficiency, perceived systemic risks could 

slow or distort adoption. 

 Similarly, many respondents believe regulation 

may impede growth more than support it (62%). 

This reflects uncertainty about how governments 
will regulate DeFi: whether as securities, 

commodities, or something new. There is also 

concern about overregulation shutting out 

innovation. 

 

4. Impact on Traditional Banking and System Stability 

 The growth of DeFi (Total Value Locked, TVL) 

from USD 2.1 billion in 2018 to USD 165.2 billion 

in 2024 is remarkable. Concomitantly, non-

performing loan (NPL) ratios in banking systems 

have subtly worsened in many jurisdictions—
rising from ~4.5% in 2018 to ~5.9% in 2024. 

Country-level stress events have also gradually 

increased. This suggests that DeFi’s growth is 

happening in a broader environment of increasing 

financial stress. 

 However, causation is not yet firmly established: 

while DeFi offers alternative avenues for funding, 

risk-taking might also shift risk exposure to new 

vectors (smart-contract risk, liquidity risk, etc.). 

Traditional banking remains critical for deposit 

insurance, lender-of-last-resort functions, and 

macroprudential oversight. 

 

5. Implications for the Future 

 Hybrid Models: A strong majority (69%) believe 

traditional banks will evolve into hybrid models 

including DeFi feature sets (e.g. blockchain 

settlement, tokenization of assets, automated 

contracts). This aligns with observed pilots by 

large banks experimenting with permissioned 

blockchains and digital asset custody. 

 Financial Inclusion: 71% believe that DeFi will 

significantly improve financial inclusion. DeFi’s 
lean cost structure, lack of geographic constraints, 

and open access models may bring banking 

services to underbanked populations. But this 

requires access to digital infrastructure, stable 

internet, and crypto literacy—challenges 

especially acute in low-income countries. 

 Regulation as a double-edged sword: Proper 

regulation could help reduce security risks, 

enforce transparency and user protection. But 

overbearing regulation may thwart innovation or 

drive activities underground. 
 

In general, the results can confirm the hypothesis that DeFi 

will transform the banking system in the world by 

providing increased efficiency, expedited settlement, 

increased transparency, and possible financial inclusion. 

However, there are serious risk factors, particularly security 
risk, regulatory risk and infrastructure risk, which create 

real challenges to universal adoption. Conventional banks 

will not go away, and they will more likely evolve into 

hybrid organizations that use DeFi technologies and 

governance strategies. 

 

Limitations of the study 

Although this study does offer valuable information on the 

potential transformative nature of Decentralized Finance 

(DeFi) in the spheres of international banking, a number of 

limitations should be admitted. First, the research is based 
on secondary information that is collected on the constantly 

changing digital financial landscapes. Since the DeFi 

protocols and blockchain technologies keep evolving at a 

faster rate, some of the findings might become obsolete as 

new mechanisms, regulations, and innovations have been 

developed. 

 

Second, the study lacks a significant amount of empirical 

tests and longitudinal data because of a very limited 

presence of standardized performance measures in DeFi 

platforms. This limits the capability of drawing clear causal 

conclusion of the future effects of DeFi on conventional 
banking systems. 

 

Third, the breadth of the study is more conceptual and 

comparative in nature concentrating on general trends and 

not on individual case studies of specific DeFi initiatives or 

individual banking institutions. This can constrain the 

contextual richness of the knowledge about the behaviour 

of some DeFi models in specific regulatory or economic 

environments. 

 

Fourth, the regional differences in the technological 
adoption and regulatory preparedness were not investigated 

on a detailed basis. Due to the existence of vastly different 

financial systems in different jurisdictions, the 

generalizability of the findings might differ with local 

governance, consumer behaviour, and digital 

infrastructure. 

 

Lastly, as DeFi is still a new concept, and there is no single 

global financial regulation system, the reliability of the data 

is an intrinsic issue. Most DeFi protocols are not 

transparent and the statistics provided might not necessarily 

be the real liquidity, user engagement and security 
situation. As a result, the ways of looking at the potential 

and risks of DeFi as indicative should be taken as such. 

 

Future Scope 

The research perspectives of the future of Decentralized 

Finance (DeFi) and its potential effect on banking systems 

in the world are enormous and multi-dimensional. With the 

further development of blockchain technologies, DeFi can 

transform the conventional financial systems and make 

them more transparent, less mediated, and inclusive of 

finances. The next-generation study may be conducted on 
the creation of hybrid financial environments that combine 
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traditional banking with decentralized protocols to provide 

safer, more effective, and cheaper services. 

 

In addition, it can have a tremendous opportunity in 
investigating the regulatory models that can balance 

innovation and consumer protection so that the usage of 

DeFi can be sustainable and safe. Studies can also be 

focused on the scalability problems of DeFi infrastructure, 

the capacity of one blockchain-based system to 

communicate with the other, and the possibilities of 

integrating more modern technologies in order to simplify 

the process of financial transactions, such as artificial 

intelligence and smart-contracts. Moreover, the 

comparative approach of DeFi use in different regions and 

economic circumstances could provide the data on the 
universal applicability of DeFi and whether it can 

democratize the financial services access.  

 

CONCLUSION 
The latest disruption in the global finance industry is the 

Decentralized Finance (DeFi) that is limiting the current 

banking system with the supply of cheaper and efficient 
financial service in an open-ended way. The DeFi has done 

away with the middlemen, reduced their transaction costs 

and enabled financial access to the less accessible layers of 

the population that weaves their way through the 

conventional banking system. The development rate within 

the industry is a sign of a potential re-definition of the 

development and provision of the financial transactions and 

services in an international platform despite the regulatory 

and security and scalability issues within it. The future of 

the global banking is thus seen to be a hybrid form of a 

centralized and decentralized system co-existing in 

harmony and would enable it to venture further in 
experimentation, stability, and integration in the financial 

system, as the traditional institutions embark on the path of 

getting integrated in the DeFi protocols. More studies, 

regulation, and new technology will be inescapable in 

shaping the knowledge that DeFi could make it as good as 

it could be in the long term and fair to replace traditional 

banking. 
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