
 

 

FORWARD FROM THE AUTHOR 

 

When I first arrived in Southeast Asia from San Francisco in 2018, I was quite bullish on the potential of crypto 

networks to “bank the unbanked”. To provide access to financial products to the previously excluded. Over the 

ensuing three years, I became jaded. The promise was hallow. Layer 1’s overpromised and under-delivered. 

Transactions were slow and expensive. The user experience horrible. The knowledge of decentralized applications 

non-existent.  

I realized quickly crypto’s “banking the unbanked” narrative was just a schelling point for white collar vest-

wearing coastal elites in the developed world. The real work in providing financial access was done by the 

centralized tech platforms – SEA, Grab, GoTo, GCash, Momo, TrueMoney and others – all burning massive sums to 

onboard millions of users to replicate the Ant Financial model in their respective markets. 

Then DeFi summer hit in 2020. Perhaps I wasn’t wrong. Perhaps I was just early. The rise of Axie Infinity, Yield Guild 

Games, Animoca Brands and others in Southeast Asia crystalised the rise of peer-to-peer networks in the emerging 

world as more than a distant fantasy…  

Still, DeFi penetration remains quite low with MAUs at just ~0.6% of internet users1. To fulfil its lofty promises, DeFi 

will need to make temporary compromises. To propel DeFi into the mainstream globally, there will need to be a 

functional middleware which can bridge the decentralized future with the off-chain legal frameworks, the 

current monopoly on violence by the state, and people’s lives in the world of atoms. There will need to be 

undercollateralized loans underwritten with alternative and on-chain data sets. There will need to be better, simpler 

UX. There will need to be easy, compliant onboarding for financial institutions and fintechs.  

In short, there will need to be O2O. Fortunately, the revolution has begun.  

@Rawson_Haverty 

 

*** 

Reflection Digital is focused on expanding crypto adoption in APAC. We help institutions navigate the evolving world of 

decentralized finance with our lower-volatility fund products and research. We also support teams and communities 

building the next generation of the internet. Prior content can be found at reflectiondigital.substack.com including: 

❖ Report: Stablecoins in Unstable Times 

❖ The Macro Case for DeFi 

❖ Tokens: Part 1 & Part 2 

❖ Southeast Asia – A Web3 Juggernaut in-Waiting 

 

1 Based on ~30m Metamask wallets and ~5b internet users globally 
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INTRODUCTION 

 

There is a weird ritual which occurs every few years on crypto twitter (CT). At the tail end of each cycle, 

an unsuspecting Tradfi financier will make a splash, stumbling upon the wonders of web3 and 

proclaiming his novel quest to fund the next decentralized Uber or AirBnB. Without fail, crypto OGs will 

dutifully ridicule said take to the nodding approval of the influencer’s groupies. 

 

Said VC will then retreat in shame, and the vanguards of crypto twitter will sheath their whack-a-mole 

clubs, waiting patiently for another unsuspecting victim three years hence.  

It’s about as consistent as the post-halving pump at this point.   

Espousing decentralized networks as a panacea for existing consumer internet applications is 

synonymous with wearing a large sign which reads: “Hi, I’m new here 😊”.    

The old guard does not tolerate sloppy thinking and, unfortunately, the ridicule is not without merit. 

In 2017, aside from the fanciful “decentralize all the things” narrative, I vividly remember 

“revolutionizing the supply-chain through blockchain technology” being the premise of every third crypto 

podcast (inevitably ICO pump narratives inhabiting the other two). Blockchain’s immutability, 

transparency, and credentialing nature was to be a game changer for the global supply chain. Enhanced 

quality control. Real-time tracking. Verification of ESG compliant suppliers. Increased efficiency.  

The dream now seems distant and cold. 

In hindsight, the clear problem is on-chain data is only as trustless as it’s inputs. Garbage in, 

garbage out. While blockchain is a reliable arbiter of truth on-chain, ensuring accurate inputs from 

external sources is difficult. Under these constraints, its often cheaper and more efficient to use a 

centralized database. 

In short, you can understand my scepticism when it comes to on-chain to off-chain “O2O” models. There 

is nothing quite like having a not insignificant portion of your net worth incinerated for a lesson to be 

branded into your subconscious.  

Despite this, I once again find myself coming back to the well. The O2O siren song gracing my ears once 

more.  
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O2O lending is the primary culprit. Pools of capital congregating in DeFi to fund institutional trading 

houses, SME loans, telephone bills, or even Tesla repair centers in the real world. USDC flows into 

productive, meatspace outlays.   

The online-to-offline crypto stack is evolving. The players seeing early success have realized a purely 

decentralized model is impractical. Real world businesses need an organization to face, contractual 

guarantees, and legal frameworks to cover unpredictable scenarios in the world of atoms. English 

common law is an amazing innovation which shouldn’t be dismissed so quickly by techno-utopiates. Code 

is a compliment not a replacement for legal precedent.   

Step by step, we are seeing pragmatic models gain traction. Models which recognize both the benefits 

and real constraints of DeFi merging with the real world; mitigating risks with traditional legal 

reassurances but still leveraging crypto’s ease of cross-border capital aggregation and novel incentives 

to build challengers. 

The leading O2O models today are quasi-Frankensteins. DeFi meets CeFi. Digits meet Atoms. 

Trustless meets Trust. Code meets law. 

While cypher punks may shake their fist in frustration, the collision of crypto networks and nation-state 

regulators was always going to settle into some sort of uneasy truce. 

For better or worse, the future of france 2  will not solely be on-chain money robots dutifully 

churning out block after block, but instead an interlaced tapestry of rigid legal structures, fluid 

protocols, and imperfect humans.  

DeFi is bound to grow exponentially. The S-curves are enshrined. However, to reach its full potential, the 

ecosystem will have to interface with the outside world. And the outside world is messy.  

At Reflection Digital, we put together this report to explore some of the leading players, competing 

mechanisms, and crucial pieces of infrastructure enabling DeFi’s foray into the off-chain hinterlands.  

 

 

MARKET OVERVIEW: O2O Lending 

 

A familiar refrain to which I became accustomed covering consumer internet companies in Southeast 

Asia was: “Don’t worry, we’ll monetize via lending” 

“You’re a payments company and MDRs seem to be trending down, what’s the end game?” “Ya, 

payments is just a trojan horse into the capital flows data, then we can underwrite more accurately. We’ll 

monetize via lending” 

 

2 Not a typo. Get with the times dear ser. Memes are eating the world 
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“So, you’re a B2B SaaS play but no one in Southeast Asia pays for SaaS and take-rates are razor 

thin?” “Don’t worry – once we own distribution, we’ll get into lending” 

“So, you’re a horizontal eCommerce marketplace with cut-throat competition and high customer 

acquisition costs. How are we going to make the economics work?” “Don’t worry – we can always 

expand the TAM into Fintech. Look at eBay ->Paypal, MercadoLibre -> Pago, BABA -> Ant. Lending will be 

huge!” 

At the end of the day, every tech company wants to be a bank. And with good reason. The market for 

lending is massive… 

The global bond market today is listed at US$128.3 trillion3. In comparison, the entire crypto market 

capitalization stands at a paltry ~US$1.9t 4 , total value locked (TVL) within decentralized finance is 

~US$206b5, and the entire on-chain lending market TVL is just ~US$51b6 (~0.03% penetration of the 

global bond market); not even a drop in the proverbial ocean.  

 

 

TOTAL VALUE LOCKED IN LENDING PROTOCOLS ON-CHAIN7 

Source: DeFi Pulse 

 

3 ICMA August 2020 Bond Issuance Report: https://www.icmagroup.org/market-practice-and-regulatory-policy/secondary-markets/bond-market-
size/ 
4 Coingecko (May 5, 2022) 
5 DeFi Llama – total value locked in cross chain defi (May 5, 2022) 
6 DeFi Pulse – Lending Protocol TVL (Apr 26, 2022) from DeFi Pulse + US$17b from in incremental TVL from Anchor 
7 Note this chart excludes cross-chain lenders like Anchor with ~US$17b in lending TVL so understates the total significantly (DeFi Llama lists the 
total at ~US$51b) 
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So yes – we are early. Very early. But with ~4x growth YoY, on-chain lending is finding its stride. In a 

rapidly expanding and sizable market, its essential to map out the competitive landscape. We can then 

size bets on a basket of potential winners in the space before it reaches inflection. 

To date, three large buckets have emerged: 

1) Over-collateralized on-chain protocols (~US$51b in TVL8) 

2) Off-chain centralized lenders (>US$20b in active loans) and  

3) The awkward O2O hybrids (~US$2b in TVL to date9) 

 

HIGH LEVEL CRYPTO LENDING CATEGORIZATION  

Source: reflectiondigital.io  

 

1. DECENTRALIZED LENDERS (DEFI) 

 

Today’s on-chain lenders have grown exponentially by focusing on pure-play DeFi use cases. Giants like 

Anchor, Aave, Compound, and Maker have swelled to a combined ~US$47b10 in total-value-locked by 

facilitating on-chain money-markets. 

At a high level, the exchange goes as follows. Lenders in search of yield supply assets to the protocol. 

These assets can then be borrowed by other users in search of leverage in exchange for relatively low 

interest payments. To borrow, approved collateral must be posted which can be automatically liquidated 

via smart contracts if a specified collateralization ratio is breached, ensuring the funds remain to pay 

back protocol lenders.  

These protocols are purely decentralized and have no need for KYC or underwriting due to their over-

collateralized design and smart contract execution. 

 

8 Defi Llama Lending TVL (May 5, 2022) 
9 Dune analytics – aggregated TVL for leading platforms in this report (May 5, 2022) 
10 Defi Llama Lending TVL + Maker (May 5, 2022) 
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DECENTRALIZED LENDERS 101 

Source: reflectiondigital.io 

 

2. CENTRALIZED LENDERS (CEFI) 

 

On the far side of the continuum, we have the “CeFi” lenders. Companies, not protocols, who have 

established traditional lending marketplace models to facilitate debt markets between lenders and 

borrowers. These companies sometimes require collateral but often rely on traditional KYC checks and 

underwriting standards to onboard established institutions in search of credit but excluded from 

accessing leverage via the traditional banking system. 

Historically, crypto companies have been unfairly excluded from credit markets. Leverage and debt 

financing are the life blood of many companies and trading houses, but given strict regulatory scrutiny, 

crypto entities have a difficult time accessing traditional debt financing. 

Recognizing the problem, giants like Genesis, Celsius, BlockFi, Nexo, and Abra jumped in to fill the 

void. These institutions have become defacto crypto banks – taking in yield hungry deposits and 

spitting out productive loans to crypto-focused businesses. 

While still using traditional rails, the size of the largest CeFi lenders today is an order of magnitude 

greater than their O2O counterparts; closer to the size of their pure-play DeFi counterparts with Genesis 

originating US$131b in loans in 2021 (US$12.5b active) 11 , Celsius at US$20b 12  in deposits, BlockFi 

with >US$10b13 in deposits, and Abra with ~US$1.5b in AUM. 

 

 

CENTRALIZED LENDERS 101 

Source: reflectiondigital.io 

 

 

11 Genesis Q4 2021 Trading Report: https://genesistrading.com/wp-content/uploads/2022/01/Genesis21Q4QuarterlyReport-final3.pdf 
 
12 Washington Post: What is crypto lending, and How did BlockFi Promise to Change it?” https://www.washingtonpost.com/business/whats-
crypto-lending-and-how-did-blockfi-promise-to-change-it/2022/02/16/c4f2797a-8f6d-11ec-8ddd-52136988d263_story.html 
 
13 Ibid 
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On a combined basis, the CeFi and DeFi lenders account for >95% share in the budding crypto lending 

market. However, a novel mechanism as emerged. The early innings of a hybrid model which attempts 

to split the difference – and hopefully – take share from the giants on either side of the aisle.  

 

3. ON-CHAIN TO OFF-CHAIN LENDERS (O2O) 

 

Awkwardly lurking in between, we have the focus of this report. The Frankenstein class. The “O2O 

Lender” attempting the dangerous tight-rope walk of servicing off-chain companies and 

institutions using a combination of protocol-rails, legal frameworks, and off-chain incentives. 

Many are sceptical of this hybrid approach:  

 

Source: @Teddywoodward. Full-thread here 

In my opinion, Teddy’s concerns are valid and well-articulated. However, I’m willing to take the other 

side.  

Is it less scalable today vs. DeFi? 100% 

Is interacting with a host of intermediaries costly and removes many of the benefits of on-chain exchange? 

For sure. 

Is it realistic to expect the world’s credit system to move completely on-chain without legal recourse in 

jurisdictions where states still have a monopoly on violence and are the ultimate enforcers of contractual 

rights if any arbitrary scenarios inevitably arise? No.  

O2O protocols have value in my opinion for a few reasons:  

1) TAM Expansion: They will expand the market for DeFi into non-pureplay use cases like real-world 

assets, dramatically expanding the TAM 

2) Operational Moats: Putting in the legal and regulatory elbow grease necessary to bridge the two 

disparate worlds should provide operational moats for these protocols (but still less regulatory 

capture relative to banks, so moving in the right direction!) 
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3) The Missing Middle: In reality, the competition for O2O protocols is not pure-play DeFi lenders. It’s 

today’s banking institutions and the large CeFi lenders. In many ways, O2O lenders provide the 

valuable “middleware” which will allow pure-play protocols to interface with off-chain entities and 

expand their tiny fraction of the current market. O2O is gunning for CeFi and Commercial Banking.  

O2O lenders are betting the upgraded infrastructure of DeFi can enable better relative marketplace 

lending solutions vs. tradfi. Assisted by greater transparency and on-chain incentives to coordinate 

with 3rd party ecosystem participants more efficiently, O2O lenders are set to challenge 

traditional banks in deploying capital in the decades to come.  

 

O2O LENDERS 101 

Source: reflectiondigital.io 

 

Banks have strong regulatory capture and low cost of funds (deposits) from which they can make loans 

and capture spreads, generally leading to compelling ROEs; especially in less competitive emerging 

markets. While banks benefit, customers suffer. Particularly in areas with less financial access. Fintech 

champions are expanding this access by providing reach via digitization but the offering still suffers from 

being tethered to the same old rails on the backend. 

Protocols offer a completely overhauled infrastructure to challenge the status quo.  
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UNDERCOLLATERALIZED LENDING: Banks with New Rails 

 

Much has been written about the DeFi lending giants and traditional lending marketplaces are well 

understood. The O2O competitive landscape is murky water in-between which I find most intriguing. 

There are use cases where a protocol is obviously superior (neutral currency or world computer) and 

others where a company structure appears best (eCommerce), but the mark of delineation is blurring. 

The 2020s will see protocols flexing their muscles; experimenting with just how far into the realm of 

traditional companies they can push. 

This is the ultimate test for DeFi: Can protocols supplant companies as the coordination engine to 

more effectively allocate capital at scale, even when interfacing with traditional institutional 

counterparties?  

The following are the primary upstarts testing just how fair off-chain protocols can expand their 

influence.  

 

4. MAPLE FINANCE (MPL) 

 

Maple Finance was not the first under-collateralized institutional loans marketplace in DeFi but has the 

most traction to date. Going live with a mere US$2m in TVL in May of 2021, Maple Finance has grown 

steadily to US$915m14 in total valued locked today with US$848m in loans outstanding. 

 

 

14 Dune Analytics (May 4, 2022)  
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MAPLE FINANCE LOANS OUTSTANDING   

Source: Dune Analytics @scottincrypto https://dune.xyz/scottincrypto/Maple-Deposits 

 

In many ways, Maple is the new standard for loan marketplaces on DeFi rails. The protocol is built 

on Ethereum15 but retains many company-like functions today. To onboard as a borrower, institutions 

must fill out an application. The application is forwarded to a network of white-listed “pool delegates” 

who have institutional-grade experience under-writing borrowers in financial services. After a credit 

examination – track-record, risk management systems, balance sheet health, etc – a back and forth ensues 

until the delegate and borrower come to terms. The borrower then signs a master loan agreement before 

joining the marketplace and being funded by passive capital from the lending pool. 

Smart contracts to govern on-chain behaviour. Legal frameworks for off-chain mediation.   

To align incentives, the underwriter (i.e. “the pool delegate”) is forced to stake a minimum of US$100k (or 

more) into the pool as the most junior tranche. In the event of any defaults, the underwriter will bear first 

loss. In exchange, the underwriter receives a fee plus ~10% of all future interest payments from the 

borrowers back to the pool. (A cut of which is given to the Maple Finance treasury to fund ongoing 

operations).  

Borrowers get access to reasonably priced leverage (~8 – 12%) in an industry where banks are reticent 

to engage. Lenders get access to yield from vetted, institutional borrowers and are protected from first 

loss by the pool “coverage” – a combination of collateral from the borrower, staked MPL tokens from the 

underwriter, and other stakers who are bullish on a particular underwriter’s pool.  Maple targets ~8 – 

12% “coverage” for each pool, but, upon inspection, most pools currently range from ~0 – 6%. Loan 

terms today are 90 days but can be changed through governance.  

The overall design is quite elegant, and worth studying as many of the other protocols discussed follow 

a similar pattern.   

 

15 Maple Finance has also recently purchased Avari in an effort to expand its presence to Solana in a nod to the multi-chain future which has gained 
traction in 2021. Full article here 
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MAPLE PROTOCOL OVERVIEW 

Source: Maple Finance Documentation: Protocol Overview  

 

What is different? 

The astute reader will ask: Rawson, how is this any different from institutional loan marketplaces which 

have existed for decades? 

To which I reply: it’s not really that different… it’s just built on new, superior rails which provide the 

following enhancements: 

1) Transparency: every loan, cashflow, and interest payment is on-chain. Lenders can diagnose issues 

in real time without having to trust the marketplace operator or borrower. Defaulting will lead to 

immutable reputational damage for the borrower as a record will exist on chain ad-infinitum. 
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2) Seamless Aggregation: capital markets can truly become global as cross border payments are 

geographically agnostic. Global liquidity and reduced friction should lead to deeper markets 

and better pricing, particularly in geographies with more limited access to capital.  

3) Novel Incentives: lenders like Maple Finance can use their native token to bootstrap network 

effects – subsidizing both lenders and borrowers to join the platform at attractive rates. Both 

lenders and borrowers can achieve better risk adjusted returns with the addition of token incentives.  

From a borrower’s perspective, Maple Finance has found product market fit servicing crypto-focused 

financial firms. A merry band of hedge funds, prop desks, market makers, exchanges and lenders who – 

despite strong track-records and balance sheets – often have difficulty receiving credit from banking 

institutions. 

As many in crypto know, exchanges and market makers like Jump & Alameda print cash. The spreads in 

traditional markets for VIRTU and Citadel Securities are miserly compared to the inefficient markets of 

DeFi… which is why Ken Griffin is coming for your bags :). Taking a loan at ~7% to market-make at ~40% 

with little directional exposure is a no brainer. Maple is stepping in to fill the void between capital 

suppliers and those in need, juicing the yields for early participants with native governance tokens today 

and a promise of value capture tomorrow. 

But is it… Decentralized? 

Most protocols start out centralized and progressively decentralize over time. The sad reality is 

decentralization often comes at the expense of efficiency and fast product iteration. Strong centralized 

leadership is necessary to go from 0 to 1 before passing ever-increasing decision-making power 

to the community. 

Maple is in its growth phase with members of the team still instrumental in growing the protocol. 

Liaising with real-world companies means Maple must bridge atoms and bits, requiring a sales 

org, legal contracts, and KYC for institutional pools. Overtime, however, there is a path to outsourcing 

many operations to third-parties through aligned incentives. Then, the core team can back away. The 

community can govern which pool-delegators are onboarded, network effects can propel marketing 

efforts, and on-chain governance can slowly supplant the team in day-to-day leadership of the protocol. 

A mesh of tangled entities where the initial glue (the team) slowly evaporates, and distributed incentives 

take the reins.  

It’s a tough needle to thread, and Maple is far from alone in this delicate tight rope walk… 

To learn more about Maple Finance: 

• Maple Finance Documentation: https://maplefinance.gitbook.io/maple/ 

• Delphi Digital Research: The Race to Build a “Sticky” DeFi Debt Market by Duncan Reucassel 
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5. TRUEFI (TRU) 

 

Launched in November 2020, TrueFi was perhaps the earliest pioneer of the “uncollateralized 

lending” vertical. Like its primary competitor Maple, TrueFi experienced early traction with crypto-

native institutions. Familiar names like Alameda grace the canvas of both protocols’ dashboards – 

slurping up affordable leverage from competitors for juicy arb trades.  

The large borrowers proved thirsty in summer 2021, with TrueFi’s TVL accelerating from US$100m in 

June 2021 to a staggering US$1b by August,16 crowning the protocol as the early market leader.  

Momentum, however, has slowed with the circadian rhythm of the wider crypto market. Demand for 

leverage peaked in November 2021 and new loans outstanding have declined significantly from their Q4 

highs. 

 

TRUEFI LOANS OUT OVER TIME  

Source: Dune Analytics @tt_tyler https://dune.xyz/tt_tyler/tru-staking-burns 

 

Since the peak in Q4, TVL has dropped from ~US$1.2b down to ~US$472m while loans outstanding have 

followed a similar trajectory: from ~US$500m to ~US$339m, over the same period17. 

In response, TrueFi’s team is undergoing a transition; spinning up a slew of new initiatives in the 

past four months to evolve from a subsector player into a broad horizontal lender. If executed well, 

the moves could restore TrueFi to its former #1 rank in the space.   

The Backdrop 

TrueFi started out with a defi-heavy approach, largely driven by the community. Large borrowers like 

Alameda would post on the forum with details of a loan request which the community would vote upon 

and deploy funds when approved. While functional, the approach proved unscalable, leading to the 

formation of a dedicated credit and underwriting team to manage the founding pools.  

 

16 Dune analytics  @tt_tyler : https://dune.xyz/tt_tyler/tru-staking-burns 
 
17 Ibid (May 5, 2022) 
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TrueFi, like Maple, ensures new borrowers pass KYC / AML checks, accepts applications via the 

TrustToken app, performs a holistic credit review, then signs a master loan agreement before finally 

whitelisting an address to green-light for loan pool borrowing. 

While the onboarding and credit review process is centralized, loan applications must be approved by 

TRUstakers who provide first-loss capital in exchange for fees and a ~10% cut of interest rates. Loan 

applications require a minimum of 15 million votes with >80% “yes” votes to fund the loan. 

While more decentralized, the process of having all TRUstakers vote to approve loans is cumbersome. 

Seeing Maple’s share gains in 2021, TrueFi has iterated quickly; offering a more scalable “marketplace” 

model which incorporates third-party managers. While direct democracy has its benefits, delegation 

to third-party specialists with aligned incentives via-tokenomics looks to be the more scalable 

solution. 

Moving Forward 

The launch of the marketplace model in February 2022 is just the beginning in a slew of new initiatives 

aiming to make TrueFi the horizontal lender of choice: 

• Stage 1 – lending to crypto native firms to the tune of US$1.5b in originations 

• Stage 2 – focused on lending to broader fintech companies, bringing on its first external manager 

Cauris (also on Goldfinch and Centrifuge – covered later) expanding TrueFi’s scope beyond crypto-

native financials 

• Stage 3 – partnering with DAOs / Foundations (for instance collaborations with Perpetual Protocol 

and Woo Network) bringing TrueFi into competition with DAO lending protocols like DebtDAO and 

Porter Finance 

While TrueFi is not afraid to ruffle feathers and expand the competitive set, the team is also exploring an 

array of partnerships. An odd form of “co-opetition” emerging as the O2O way in a space set to grow 

exponentially. A partnership with Teller Finance (consumer unsecured lending) to launch a mortgage 

lending portfolio on top of TrueFi is one such example. Other new initiatives include a transition of the 

core protocol over to governance, paving the way for permissionless lending pools and new features like 

“automated lines of credit” (ALOCs).  

Liquidity typically crowns marketplace champions. As such, both Maple and TrueFi have been keen 

to integrate with stablecoin giants like MakerDAO and Frax. The goal is to pave the way for stablecoin 

issuers to lend hundreds of millions directly into O2O champions, helping to scale up originations 

dramatically (more on this later).  

Interestingly, the two giants are choosing different cyber-geographies of expansion. TrueFi’s post on the 

MakerDAO forum mentions they will soon be expanding to Optimism and other Ethereum Layer 2s, 

where Maple Finance has recently expanded its offering to Solana.  

While early days, TrueFi hopes these new initiatives can reaccelerate growth and pave the way to 

becoming the under-collateralized lender of choice. 

The prize is certainly worth the fight.  

To learn more about TrueFi: 
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• TrueFi Documentation 

• Follow @RyanRodenbaugh for live updates on Truefi (not to mention a thank you for some of 

the data points in the above section) 

 

 

6. CENTRIFUGE 

 

I’m not going to lie; the Centrifuge documentation is about as digestible as eating batteries. 

“Tinlake”, “Centrifuge Chain”, “parity substrate”, “libP2P protocols”. For a protocol aiming to bring on-

chain liquidity to SMEs, the messaging may need to be a bit more… simplified.  

I remember first encountering Centrifuge during the 2017 cycle via podcast on my glorious 45-minute 

walk down Market Street in San Francisco (if you know, you know). Agilely side-stepping heroin needles, 

I was struck by two realizations: 1) “wow – these guys are trying to replace the existing banking 

system”, using DeFi to finance real world loans and 2) “wow – their mechanism for funding real world 

assets via DeFi seems super… complicated… “ 

Not much has changed.  

The world of atoms is not as legible as the world of bits. Naturally, the middleware interlacing the 

two will need to stomach a lot of complexity. This is probably the biggest detraction from the O2O 

thesis. However, the existing banking system has more than its fair share of flaws, and just because a 

proposed solution is not perfect, doesn’t mean it’s not a step in the right direction. I 100% believe DeFi 

will eat TradFi and, to do that, DeFi will need to swallow real-world assets on-chain.  

Boldly, Centrifuge aims to do just that.  

The core thesis of Centrifuge is the existing financial system underserves small firms due to the 

friction of underwriting and distributing capital to undersized entities. Smaller businesses do not 

have the infrastructure to tap liquid capital markets while the high-overhead of banks make servicing 

small companies less profitable. Thus, SMEs suffer from an artificially high cost of capital leading to 

consolidation behind larger monopoly enterprises over time.18 

Centrifuge aims to grease this friction through an interlaced network of businesses, third-party auditors, 

novel capital sources, and on-chain coordination. A good place to start is Tinlake. Tinlake is Centrifuge’s 

first application bridging DeFi liquidity and real-world-asset (RWA) originators: 

 

18 This was particularly pronounced during the pandemic – see: Front-end or Back-end Corporatization in Southeast Asia by Pondering Durian 
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TINLAKE OVERVIEW 

Source: Centrifuge Documentation 

 

At a high level, Tinlake provides a smart-contract governed marketplace between asset originators and 

lenders. The application sits atop Centrifuge’s peer-to-peer (P2P) network which allows for coordination 

and verification of asset issuer documentation by third-party auditors and services providers. Once 

auditors have signed off, the documentation – an invoice, a mortgage, etc – can be minted as a non-

fungible token (NFT) on-chain. 

This NFT contains asset-specific data – Invoice #, Buyer, Amount, Due Date, Risk Score, Collateral Value 

– and on-chain verification by a whitelisted third-party. After the NFT is minted on the (cheaper) 

Centrifuge Chain, it is bridged to Ethereum and added to the Tinlake marketplace where yield hungry 

investors can join the melee. 

 

CENTRIFUGE PEER-TO-PEER NETWORK OVERVIEW 

Source: Centrifuge Documentation 

 

Tinlake hosts a diverse assortment of asset-backed pools – anything from real estate bridge loans to 

freight forwarding invoices to consumer loans to inventory financing. APYs generally range from ~3 – 

10%. The Centrifuge team has plans to bring similar applications to less expensive chains; having 

signalled their commitment to a Polkadolt parachain auction.  
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Unsurprisingly, the flywheel between DeFi liquidity and real-world-assets is difficult to kickstart given 

the high friction to interface with both sides. However, years of development appears to be nurturing a 

visible inflection in 2021. 

 

CENTRIFUGE CUMULATIVE ORIGINATION 

Source: Dune Analytics @wnuelle https://dune.com/wnuelle/Centrifuge 

 

In many ways, Centrifuge has been the pioneer in bringing real-world-assets to the blockchain. However, 

it remains to be seen if they will be the project to bring DeFi-backing to the real world at scale. 

That torch may find itself passed to DeFi giant MakerDAO who has been actively exploring ways to scale 

its stablecoin supply through new collateralization sources – real world assets chief among them. 

 

To learn more about Centrifuge: 

• Centrifuge Documentation 

• Relay Chain Podcast: Centrifuge, Connecting Real World Assets with DeFi 
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7. MAKERDAO (MKR) & RWA 

 

For the unfamiliar, MakerDAO is the decentralized autonomous organization (DAO) behind Dai, the fifth 

largest stablecoin in existence with US$8.2b 19  Dai outstanding. (For more info on Dai or stablecoins 

generally, please refer to our prior research magnum opus on stablecoins here.)  

In this section, we discuss Maker because it’s the first decentralized stablecoin protocol 

aggressively pushing into the “real world”; lending against real world assets and interlacing with 

existing financial institutions. 

The rationale is scale. Relative to its algorithmic counterparts, Dai is “safer” but also less capital efficient 

in requiring all Dai minted to be over-collateralized. During times of expanding demand, Dai is 

constrained by crypto-collateral; novel collateral sources will help Dai scale faster. 

Unsurprisingly, the ~US$300T traditional debt markets backed by real world assets and 

productive loans appears a compelling market to consider…  

To fulfil its vision of building “the world’s first unbiased currency” and effectively recreating a global 

central bank managed via smart contracts, Maker cannot leave ~99% of the global market outside its 

scope. 

We are still in the early days, but the direction is clear: 

 

MAKERDAO REAL WORLD ASSET COLLATERAL 

Source: Dune Analytics @SebVentures https://dune.com/SebVentures/maker---accounting_1 

 

 

19 Coingecko Dai Outstanding (May 5, 2022) 
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Maker’s RWA timeline: 

1) April 2021: MakerDAO passes an executive vote to fund fixed loans on Centrifuge’s Tinlake – 

backing NewSilver’s real estate loans; its first documented case of lending against real world assets 

2) October 2021: Société Générale – one of France’s largest banks – applies for a US$20m MakerDAO 

loan using a bond token as collateral 

3) April 2022: MakerDAO makes a US$7.8m loan to Tesla for a new repair and collision center with 

visibility to financing incremental units 

4) April 2022: Maker x Maple – a partnership for using Maker’s Dai to finance institutional borrowers 

using Maples O2O infrastructure. Its all coming together folks! 

5) April 2022: Not to be outdone, TrueFi x Frax have proposed a similar partnership to use FRAX 

stablecoins to fund TrueFi’s institutional loans as the competition for O2O lending heats up 

These are small dollar values today, but the direction is clear. The opportunity to expand the TAM ~100x 

for decentralized stablecoins and lenders is too much to pass up.  

Examples four and five are particularly interesting. We are seeing the emergence of on-chain central 

banks and their commercial counterparts. Dai and Frax are effectively printing money to be used by 

white-listed Maple and TrueFi portfolio managers to fund real world assets.  

MakerDAO and Frax standing in for central banks. Maple and TrueFi standing in for their 

commercial counterparts, giving the new central bank currencies rails into traditional 

institutions.  

 

MAKER X MAPLE: CENTRAL AND COMMERCIAL BANKING REVAMPED 

Source: Maker x Maple: A Partnership to Scale the Digital Economy by Lucas Manual  
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This is how decentralized stables scale to hundreds of billions, through partnerships with the new 

commercial banks to help allocate capital quickly. Yes, this creates elements of trust and the potential 

for bad debts leading to under-collateralized loans. Clearly, Dai’s new Direct Deposit Module (D3M) 

aiming to funnel billions into undercollateralized institutional loans is not the same quality backing as a 

~150% ETH-backed, over-collateralized loan. There were always going to be trade-offs.  

LUSD will retain its place as pristine, ETH-only backed collateral. MakerDAO, on the other hand, has a 

larger vision: to become the world’s new central bank. To do that, it needs greater capital efficiency 

and will need partners to help allocate capital towards productive use cases. 

Ryan Watkins nails it in this tweet. Stablecoin leaders are perfectly positioned to print money and supply 

liquidity as needed throughout the ecosystem. 

 

MakerDAO, Frax, UST and others just want to make sure supply is not restricted to today’s small crypto 

ecosystem. Their balance sheets are looking at the juicy markets outside.  

Like it or not, the future of DeFi is O2O… 

Frax x TrueFi 

Maker x Maple 

The pairings are just getting started.  

To learn more about Maker: 

• Reflection Digital Research: Stablecoins in Unstable Times 

• Bankless: The Future of Maker with Rune Christensen 
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8. GOLDFINCH (GFI) 

 

While Maple Finance and TrueFi duke it out to provide capital to larger financial institutions, Goldfinch 

is the blue-chip bet for undercollateralized lending pools hunting for yield in emerging markets. 

Goldfinch was started in 2020 by two ex-Coinbase employees Mike Sall and Blake West and enjoys 

backing from some of the industry’s titans having raised a combined ~US$36m from Andreessen 

Horowitz, Coinbase Ventures, Blocktower, Bill Ackman, and others. The Goldfinch vision is to leverage 

crypto rails to extend credit to businesses in emerging markets with the highest opportunities for growth 

contrasted with their historic dearth of capital. 

The protocol has US$102m in active loans outstanding; a material acceleration from the ~US$1m at the 

same time last year20. Similarly, TVL has reached ballooned to US$118m as of May 2022.  

 

GOLDFINCH ACTIVE LOANS OVER TIME 

Source: Dune Analytics @goldfinch https://dune.xyz/goldfinch/goldfinch 

 

While still significantly behind Maple and TrueFi in terms of TVL, the more cautious cadence is prudent 

and driven by two primary factors: 

1) Longer sales cycle: The target market is emerging market lenders who are likely less familiar with 

crypto-domiciled solutions (in contrast to Maple and Truefi who are often onboarding crypto-native 

firms who live and die DeFi yields). I suspect the onboarding cycle is more extended and origination 

is the key bottleneck towards ramping TVL. 

2) Underwriting Prudence: Any idiot can hand out money. The trick is getting it back. Many of the end 

markets which Goldfinch is gunning for have very high interest rates and less access to financial 

services for a reason. The non-performing loans (NPLs) in emerging markets can quickly 

approach Steph Curry’s shooting percentage in tough years 21 . Some say platforms like 

SEAmoney and MercadoPago have “usurious” lending rates at ~3% per month (>30% implied APY). 

 

20 Dune Analytics @goldfinch (May 5, 2022) https://dune.xyz/goldfinch/goldfinch 
 
21 47% Career Field Goal Percentage – google stats 
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However, the leadership in those companies would rightfully push back suggesting: 1) the rates are 

better than the alternative payday lenders and 2) the rates are high to justify the risk of non-

performing loans and near-impossible collections. I suspect Goldfinch is moving cautiously out of 

the gate to showcase a steady cadence of repayments before letting their loan book go 

exponential on Nigerian motorbike lending exposure.  

The Goldfinch model – like Maple Finance – is essentially a credit fund of funds. Goldfinch aggregates 

capital using crypto rails and uses protocol-based incentives to onboard and coordinate interactions 

across parties in the value-chain. The model is outlined neatly below: 

 

GOLDFINCH PROTOCOL MECHANICS DIAGRAM 

Source: Dune Analytics @goldfinch https://dune.xyz/goldfinch/goldfinch 

 

• “Borrowers” are emerging market lending businesses which seek liquidity to then distribute to 

SMEs seeking loans in their geographic and sectoral areas of expertise 

• To be onboarded, borrowers must be green-lighted by “Auditors” who perform checks to verify 

borrowers. Auditors stake GFI and vote to onboard various borrowers into the Goldfinch 

ecosystem; earning rewards for good performance and penalties for poor performance 

• Once verified, borrowers propose lending pool terms to the “Backers” including interest rate, 

size, term, and fees. The backers can then decide whether to support the proposed loan by 
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providing the “junior tranche” (i.e. first-loss capital) to this borrower – effectively underwriting 

the credit 

• The “Senior Pool” is the aggregated capital from individuals and institutions (“Liquidity 

Providers”) in search of diversified, passive yield. The senior pool is automatically spread 

across the various borrower pools based on the track-record and diverse number of backers for 

a particular pool 

The GFI token helps to align incentives between the various participants and kickstart the network. Both 

early borrowers and lenders have a “sweetener” in the form of subsidized rates in the GFI token. Auditors 

and borrowers can stake GFI to signal support and accrue incremental rewards or penalties based on 

performance. GFI holders also have a right to protocol governance – which could be forecasted to accrue 

a small portion of protocol cashflows in time.  

Goldfinch is propelling capital to some of the highest growth regions of the world, using crypto 

rails to aggregate and deploy more efficiently than the ossified incumbent banks. By aggregating 

capital, onboarding underwriters on a global scale, and partnering with specialized fintech companies in 

specific countries and areas of expertise, Goldfinch is looking to bring more accessible lending to 

underserved markets. 

As discussed in the forward, my early work in Southeast Asia caused a disenchantment with the promises 

of crypto to reach the billions in the emerging world with limited access to financial services. Four years 

later, I hope Goldfinch and others can resurrect that dream. To restore the promise of using crypto-rails 

to reach underserved groups: massively needed, historically quite difficult to execute, and sizable in its 

impact. 

However, Goldfinch is not alone. Fast followers with similar ambitions and strong backing are nipping at 

their heels. One of the emerging candidates is Credix.  

To learn more about Goldfinch: 

• Goldfinch Documentation 

• Goldfinch Foundation: Goldfinch crosses US$100m in active loans 

   

 

9. CREDIX 

 

Like Goldfinch, Credix is focused on the credit gap of SMEs in emerging economies like Latin America and 

Africa; looking for a way around the legacy tech stacks, bureaucratic friction, and lack of credit 

history & data sets needed to underwrite new loans in the emerging world. 

Simultaneously, there are massive pools of capital sitting on negative real rates starved for yield. One of 

the few opportunities for compelling credit returns are frontier markets. 

Credix aims to be the marketplace where these two parties connect. 
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CREDIX MARKETPLACE OVERVIEW 

Source: Credix Whitepaper 

 

Credix will initially focus on LATAM – a region with ~650m inhabitants, a history of poor fiscal 

management, limited financial inclusion, and ossified, fat, happy banking incumbents with ROEs 

regularly approaching ~18 – 20%, multiples of their developed economy peers. Credix points to Mexico’s 

~50% unbanked rate and Brazil’s usurious credit card rates (often >100% APY) as two target markets 

with ~340m potential clients for Credix to reach.  

The banks have neither the incentives, the technical talent, nor made the investments to service 

many of these customers which has led to the recent fintech boom in LATAM. Credix hopes to be 

the final piece of the puzzle – aggregating private credit globally across Solana’s rails to deploy around 

rent-seeking banks directly to the fintech businesses servicing SMEs in large, growing, underserved 

markets like Brazil. 

It’s still early days, but the protocol structure looks very similar to both Maple Finance and Goldfinch: 

aggregated capital pools, junior and senior tranches, outsourced underwriting to accredited investors, 

whitelisting, and KYC / AML checks using tools like CIVIC. What veTokenomics did to protocol 

incentives, this marketplace design is proving to be to under-collateralized lenders: 
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PROTOCOL OVERVIEW DIAGRAM  

Source: Credix Documentation 

 

Like Goldfinch, I suspect the primary bottleneck will be onboarding reputable fintech platforms 

to originate attractive deals for LPs. Underwriters will step in to provide first-loss capital and receive 

a fee and ~10% of interest payments in exchange. Credix also intends to juice marketplace liquidity by 

offering a token to subsidize early underwritings, borrowers, and LPs. Liquidity providers supply passive 

income – allocated towards a basket of underwritten deals and protected through diversification and 

seniority via the junior tranche of the initial underwriters. 

The term for these initial loans (~6 – 12 months) is longer than Maple finance as borrowers often deploy 

loans towards productive real-world assets as opposed to trading leverage.  

While still early days, Credix is backed by some renown DeFi names like mgnr.io, Solana Ventures, Fuse 

Capital, ParaFi Capital and others. They have also made strong early progress onboarding blue-chip 

underwriters from traditional finance and a stable of proven fintech platforms in Brazil to help scale up 

origination. 

While behind Goldfinch today, the team has an ambitious scaling roadmap. Considering how large and 

fragmented commercial lending is globally, I’m sure there is room for multiple, sizable winners 

in the space. 

To learn more about Credix: 

• Credix Documentation 
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10. RUN THE SHIP (RUN) 

 

Software companies are amazing businesses. Highly recurring revenue streams. Up-front payments. ~3 

– 5 year contracts. Extremely sticky. High margin. Decent pricing power. Land and expand optionality 

within the client base. Global TAM. 

There is a reason software businesses command high multiples (often commanding ~10 – 20x fwd revs). 

There is a reason Thoma Bravo and Vista Equity replaced KKR and Carlyle as the top performing buyout 

shops over the last two decades. There is a reason software business are compelling borrowers. Lending 

against highly visible, recurring, contracted cashflows is way better than hard assets. That early 

realization led to some of the best performing buyout funds of the last two decades. 

Still, financing options for earlier stage SaaS companies and other online businesses with high 

recurring revenues has been surprisingly uncreative… until very recently (please see Beyond Debt & 

Equity Part 1 and Part 2 for a more detailed deep dive). 

Given their financial profile, early-stage SaaS companies should not rely only on expensive equity 

financing to scale. Given the visibility and recurring nature of cashflows, a combination of equity, 

debt financing, or rev-based financing can provide a better solution. 

Companies like Arc, Clear, and Pipe have each raised hundreds of millions to provide alternative 

financing solutions for SaaS and other recurring revenue businesses online. The multi-billion-dollar 

valuations of these firms (Clear & Pipe) is a testament to the size of the opportunity. 

In a prior life (~2019), I crafted a pitch for a company called Propel Capital to bring the Clear.co model 

of non-dilutive financing to Southeast Asia: 

 

PROPEL CAPITAL’S NOW DEFUNCT PITCH VALUE PROPOSITION 

Source: Rawson’s startup idea graveyard folder 
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While my Propel Capital ambitions faded into DeFi proclivities, my enthusiasm for the model remained. 

As such, you can imagine my excitement to fund RUN THE SHIP; a team aiming to provide non-dilutive 

growth capital to startups leveraging crypto rails.  

RUN is “revolutionizing investing in startups – transforming recurring revenues into web3 assets 

that earn”. Built on Solana, the protocol aims to match growth stage SaaS and eCommerce companies 

with institutional lending pools. Accelerating technological progress through easy, trusted on-chain 

financing. Global capital pools available to help scale proven subscription companies. 

At a high level, KYC’d companies with verifiable recurring revenues (proven via API connectivity or 

financials) can onboard onto the RUN marketplace where an auction process drives the cost of growth 

funding. Like invoice financing, future subscription revenues are sold at a discount.  

For example, a young Netflix (R.I.P.) could post aggregated annual recurring revenue (ARR) figures 

expected for the year based on verified subscriber figures and historical performance. Pool delegates will 

conduct due diligence, verify details, and ultimately underwrite potential borrowers to be added to the 

Run marketplace. 

 

RUN THE SHIP – HIGH LEVEL SUBSCRIPTION MARKETPLACE EXAMPLE 

Source: RUN THE SHIP Documentation 

 

Pool delegates will have full visibility into the verified company (Borrower), their financials, and their 

loan application via the RUN platform. This subscription “asset” is listed as a “Loan Request” to receive 

competing bids from pool delegates. In our example, Netflix subscription assets could be purchased 

at a discount in exchange for monthly payments. The discount and implied pay-outs would be decided 

by the market based on the risk profile of the subscriptions in question.  
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RUN THE SHIP – LOAN REQUEST DASHBOARD 

Source: runtheship.io 

 

The SaaS (or ecommerce) company gets access to growth financing without expensive equity dilution or 

restrictive debt covenants. The lending pool gets access to attractive subscription-backed yields with 

high visibility. 

Like Maple, Goldfinch, or Credix, RUN plans to compete with incumbents by building on new rails. 

Run can leverage protocol incentives for marketing, can onboard 3rd parties globally into its ecosystem, 

and can more effectively aggregate and distribute capital pools. This new infrastructure should lead 

to deeper liquidity, lower cross-border transaction fees, and ultimately lower cost of borrowing 

for growth stage companies – particularly in the developing world or developed economies without 

sizable growth or venture debt ecosystems.  

RUN aims to be the go-to partner to provide scaling capital to any online business with verifiable traction. 

This new form of financing is already seeing product-market-fit. Why not make the liquidity global and 

instantaneous? 

To learn more about RUN THE SHIP: 

• RUN’s website & preliminary docs 
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DEFI TREASURY INVERSION: Bringing Off-Chain Balance Sheets On-Chain 

 

In contrast to the “push” approach of Centrifuge, Credix, MakerDao and others, Aave Arc, 

Compound Treasury, and Reflection Digital are a few players “pulling” institutional pools of 

capital into DeFi. By setting up separate “whitelisted” deployments, Aave and Compound are providing 

environments for institutions to experience the wonders of DeFi’s superior rails without looking over 

their shoulders at regulators 24 / 7.  

The increased integration is inevitable: tradfi capital flowing into core DeFi protocols and DeFi 

capital flowing into real world assets. 

DeFi is the future. And the future is O2O.  

 

11. AAVE ARC 

 

Aave Arc is basically Aave, but permissioned. For the unfamiliar, Aave is one of the largest on-chain 

money markets in existence with ~US$22b22 in TVL across all chains. 

Aave provides a marketplace for low-risk lending and borrowing of capital. Lenders supply capital assets 

to borrowers in exchange for yields (~1 – 3% on leading stablecoins, in line with a money market fund)23. 

Borrowers post collateral and are then able to borrow at a slight spread over the lending rates (~3 – 4% 

for leading stablecoins). For example, perhaps I’m a low-risk retiree who wants to cover retirement 

expenses while minimizing the impact of inflation on my nest egg. I provide USDC to Aave at ~3% and 

am content. Jerry on the other hand is a mid-tier degen. He is bullish on ETH heading into “the merge24” 

and wants leverage on his long ETH position. Jerry decides to post US$12.5k worth of ETH into Aave, 

which, at an 80% loan-to-value (LTV) enables him to take out a max loan of US$10k USDC with ~4% 

variable interest annually to be paid. As an ETH maxi, Jerry has fully bought into the “ultra-sound money” 

memes, so he uses his loan to buy MOOR ETH. 

If Jerry is right and ETH price moons, he will get nearly 2x the profits. If he is wrong, his collateral will be 

liquidated to ensure the Aave protocol remains solvent, and I (the conservative retiree) will remain 

unaffected – happily clipping my 3%.  

The largest pools of capital globally are sadly restricted from enjoying these fun games given the difficulty 

squaring cumbersome KYC / KYB, AML, and anti-terrorist financing regulations with the decentralized 

and pseudonymous nature of DeFi.  

Aave Arc aims to change that.  

 

22 Aave.com TVL quote (May 5, 2022) 
23 Rates based on USDC, USDT, BUSD, TUSD, DAI and others on Aave Ethereum deployment as of May 5, 2022 
24 The merge refers to Ethereum’s consensus mechanism transition from proof-of-work to proof-of stake slated for late Q3 2022 (best guess). 
Rewards previously going to miners will go to stakers which could make ETH net deflationary leading to constraint supply and potential price 
increases.  
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AAVE ARC ECOSYSTEM  

Source: Aave Arc White Paper: https://github.com/aave/protocol-v2/blob/feat/permissioned-

market/aave-arc-whitepaper.pdf 

  

Aave Arc will provide an “institutional deployment” of Aave with the same underlying mechanics. 

However, onboarding of new participants will be governed by “white-listing” guardians. Guardians will 

be required to: 

• Maintain KYC / KYB checks and further due diligence on potential customers 

• Comply with the necessary laws and regulations of the jurisdiction in which a particular 

instance is deployed 

• Strict AML / CFT (anti-money laundering / counter-terrorist financing) compliance 

Basically, DeFi rails but subject to the cumbersome, non-standardized regulatory requirements in 

existence today.  

Essentially, this is a traditional money market on upgraded infrastructure with automated 

liquidations governed by smart contracts and distributed governance of the Aave holders but subject 

to veto on entrance by off-chain “guardians”. 

The first “Guardian” onboarded into the Aave Arc ecosystem is Fireblocks, the custodian juggernaut who 

has fostered over US$1.4T in DeFi transfers and recently raised US$550m at an US$8b valuation from 

BNY, Sequoia, Coatue and others. Fireblocks is an ideal “guardian” as they already have many relevant 

payment licenses, KYC clients at onboarding, and provide custodial services / integrations for many large 

financial institutions.  

Overall, it makes sense for conservative institutions, but the fragmentation of liquidity is an issue. 

Markets crave deep liquidity, the best matching of buyers and sellers. Again, this feels a lot like 

an intranet trying to compete with the internet. 
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Tough to see public chains – with all the messy innovation and bottoms up magic – not outcompeting 

siloed pools of institutional capital over time.  

 

12. COMPOUND TREASURY 

 

Compound Treasury is an even higher touch service than Aave Arc. A true “white glove” offering for the 

tradfi institutions who are allergic to all things crypto but still crave the APYs unavailable to their sad 

tradfi balance sheets and negative real yields. 

Compound Treasury provides a simple, yet holistic solution: 

• Clients wire USD to Compound Treasury  

• Compound Treasury uses Coinbase to convert USD into USDC and locks the USDC into the 

compound protocol promising a fixed 4.0% APR 

• Compound treasury accounts are treated as securities – exclusively available to accredited 

investors  

Aside from wire transfers, Treasury offers an API to allow customers to integrate directly into their own 

systems, provides on-demand reports, and daily liquidity. They partner with Fireblocks for custody and 

currently have US$85m under management. 

Overall, a simple, yet effective product.  

 

13. REFLECTION DIGITAL (LOW RISK FUND) 

 

Shameless plug ;) 

Reflection Digital’s solution is like Compound Treasury, but offers more diversified exposure, 

higher yields, and constant rebalancing to provide the best risk-adjusted return to clients. 

Reflection Digital also provides a white glove solution to not only company treasuries but high net worth 

individuals, family offices, and financial institutions keen to capture the structurally higher yields of DeFi 

but do not have the infrastructure or specialization in place today. 

We make it easy. All the client needs to do is fill out the sub docs and fund.  

Reflection Digital will diversify across a range of strategies, stablecoins, blockchains, and 

protocols. The protocols we interact with offer higher yields relative to Compound and Aave with limited 

added risk. Better yet, clients will have real time visibility into the underlying positions and exposures 

through the client dashboard: 
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REFLECTION DIGITAL CLIENT DASHBOARD (ILLUSTRATIVE DATA) 

Source: reflectiondigital.io 

 

All protocols are scored systematically by a comprehensive list of risk variables and allocated 

accordingly with the underlying positions / exposures provided to the client in real time: 

 

REFLECTION DIGITAL ILLUSTRATIVE EXPOSURE BREAKDOWN 

Source: reflectiondigital.io 

 

We also offer ~5 – 10% directional exposure to this growing asset class; taking “excess” yield and placing 

targeted bets to the upside in chains or projects in which we have conviction.  
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If you are a business, family office or institution looking for a diversified yield, we expect a 

portfolio approach to work best. Some of the portfolio can be in low-risk treasuries (with -5% real 

yields), another subset can be in the slightly less liquid Aave Arc or Compound strategies (-3 - 4% real 

yields), and part of the capital can be held with Reflection Digital to protect purchasing power for 

your company amidst a high inflationary backdrop; compounding your capital at ~10 – 15% 

annually through the cycle. 

Many of the most forward-thinking companies we speak with are DAOs themselves who realize risk-

adjusted returns in Decentralized Finance are simply better than TradFi. Many are keen to outsource 

yield farming operations and clunky-multi-sigs to a trusted, institutional third party who specializes in 

risk mitigation and security. Communities should be focused on building, and we aim to let them do just 

that. 

If you are a DAO, a Family Office, or a Financial Institution keen to explore our low-vol DeFi yield offering, 

please ping me directly on Twitter or LinkedIn. 

To learn more about Reflection Digital: 

• Website: reflectiondigital.io 

• Insights: https://reflectiondigital.substack.com/ 

 

O2O INFRA 

 

It’s important to point out that the O2O tech stack encompasses a massive ecosystem well beyond 

the scope of this paper on O2O lenders. 

The O2O stack is anchored by the massive CeFi exchanges bridging traditional bank accounts to the world 

of DeFi and P2P networks. The giants like Binance, Coinbase, FTX, Huobi, KuCoin and more. The KYC / 

KYB and decentralized identity protocols like CIVIC, SelfKey, Magic, and Identity.com who make 

onboarding institutions and decentralized identification possible. The on-chain analytics firms like 

Chainalysis, CipherTrace, Coinmetrics, and Nansen who provide risk mitigation services and fund flow 

visibility. The metaverse piping projects like XLD who merge metaverse earnings with web2 super-apps, 

allowing users to easily convert SLP tokens into telco top-ups in the Philippines. The early on-chain credit 

scoring initiatives like Rocifi who mine swaths of on-chain data to scale undercollateralized credit to 

retail. AND MANY MORE. 

The O2O lenders are a small piece of the puzzle enabling the fusion of DeFi and TradFi.  

More reports will be needed to do the O2O stack justice :) 
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CONCLUSION 

 

As a young adult, I’m genuinely concerned about the longevity of the current financial system over 

my multi-decade investment horizon. As Ray Dalio has granularly documented, every historic fiat 

currency has been displaced in repeated ~100 year debt cycles with the rise and fall of new empires. 

From China to the Netherlands to the United Kingdom to the United States, Dalio forecasts China’s 

resurgence to the #1 slot during the 21st century.  

 

CHANGING WORLD ORDER 

Source: The Changing World Order by Ray Dalio (Chapter 1) 

 

During a transition to a “new world order”, the historic debt bubble collapses (PSA: we currently 

have US$300t in global debt outstanding) and is replaced by a painful reset to “hard money” (gold and 

other commodities) before a new dominant power emerges; a new reserve currency backed by economic 

strength and military power. Out of the ashes, the debt cycle is reborn. Another credit expansion. New 

promises (IOUs) to payback hard money. Unsustainable build out. Followed by another reset. 

Like clockwork.  
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MONETARY EVOLUTION 

Source: Ray Dalio, Bankless Newsletter: Decade Wealth 

 

While Ray is bullish on China, the addition of opensource software and encryption has added a new 

variable. As Triffin pointed out, its paradoxical for any one nation – even a nation the size of China – to 

maintain a global reserve currency.  

The artificial premium placed on the currency inevitably leads to less competitive exports, more 

borrowing, a hallowing out of the manufacturing base, and increasing deficits. Both “the exorbitant 

privilege” and the exorbitant curse. The demise is pre-destined.  While China is the next logical candidate 

to replace the US in the changing world order, the age of state power is ending.  

The 21st Century is the age of networks.  

Never has the global community had access to encrypted, opensource, self-sovereign, peer-to-peer 

networks. While the Chinese Renminbi may be backed by a large economy, massive population, and an 

increasing array of “men with guns”, many (outside of China) would not choose to hold a digital RMB even 

if it becomes the next global reserve currency. 

The risk of debasement, censorship, and incongruence with the values of many around the globe mean 

alternatives would be considered. 

Bitcoin, crypto, and DeFi offer just such an alternative. A novel form of “hard money” and financial 

exchange born of encryption and redundancy. Property rights beyond the reaches of the state. While it 

will take time, it seems obvious to me where individuals will choose to store wealth.  

However, this transition will not happen overnight. 

The crypto-utopian vision of a completely decentralized financial system will not simply appear and 

usurp the existing system. The globe will play host to decades of an uncomfortable tension between 

national powers and the rise of networks. The internet was foreplay. Traditional institutions bruised 
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and bloodied, haemorrhaging trust, but still standing. A slow, methodical, multi-decade beatdown is 

underway. A gradual erosion of hierarchies and the increasing importance of individuals and peer-to-

peer networks.  

One of the more important transitions will be in capital flows. The transition from traditional banks 

and central banks to neutral networks built on opensource software. 

Today, 99.9% of the capital is in the old system. Next year it will be 99.5%. And so on.  

Instead of a bold takeover, we should expect an anti-climactic interlacing. A patchwork of old 

institutions bleeding capital and power to their 21st century counterparts via the emerging class 

of quasi-Frankenstein protocols at the intersection of compliance and decentralization. Protocols 

like Maple, Maker, Aave Arc who provide growing familiarity with the new infrastructure, increasing 

knowledge of its benefits, and comfort with its risks to broader market participants.  

In this transition, Maple, TrueFi, GoldFinch, Credix, and others are not the barbarians at the gate, but a 

complement to the frail, existing banking system. Over time, as the new infrastructure proves superior, 

they will slowly replace the traditional system of wires and paper with a network of more efficient actors. 

These networks will replace today’s banks to allocate capital and expand credit.  

The new “central banks” like Maker are more scandalous, but less of a threat today as they largely deploy 

fiat-pegged currencies.  

The whole system strikes me as a quasi-trojan horse, but a trojan horse with firefighters on the 

inside and the kingdom is already ablaze from within. 

Perhaps this slow infiltration is exactly what we need. When the next “great reset” happens, we will have 

a novel system in place, built out, and available to the masses as needed. One that is credibly neutral. Not 

reliant on the US government or the Digital RMB or any other single fiat currency, but neutral protocol-

based rails – which are transparent and immutable, providing frictionless global exchange, and 

protecting property rights by design. 

In that world, undercollateralized lending will be a crucial primitive and today’s pioneers have a long 

runway.  

 

 

 

 

 

 

 

  



  
 

   

 
38 

 

PRIOR CONTENT FROM REFLECTION DIGITAL 

 

If you enjoyed this report, please feel free to learn more about our fund at Reflectiondigital.io, subscribe to our 
newsletter at Digital Reflections or dunk on me on the bird app @Rawson_Haverty or Alan on LinkedIn. 

We are actively building out our crypto-centric research function, so please be on the lookout for future reports. In the 
interim, please feel free to parse through our prior musings below…. 

➢ Stablecoins in Unstable Times (50-page magnum opus on stablecoins) 

➢ The Macro Case for DeFi: a surprising shortage of dollar funding 

➢ Tokens Part I and Part II: ponzinomics or the future of france?  

➢ Southeast Asia – a Web3 Juggernaut in-Waiting: superseding Web2 giants within the decade 

➢ The Real Problem with Crypto: regressive finance & Nietzsche’s meritocracy 

➢ The Road Not Taken: Stripe, Ant, PayTM and DeFi  

➢ Bitcoin: when hallucination becomes reality 

➢ More Kuaishou, Less TikTok: social media 2.0 & connection-as-a-service 

➢ Big Tech & Central Planning: building a middle class… Algorithmically? 

➢ Shariah Fintech: first-principles and values-based finance 

➢ Peak Reflexivity: why markets are just as fallible as humans 

➢ Precision Monetary Policy: empires, money, and why DCEP matters 

➢ Ecommerce in LegoLand: modular vs. integrated stacks through space and time 

➢ The Demographic Liability: AI, inequality, and the myopic lens of nationalism 

➢ Technology-Governance Fit: product-market-fit and nation-states 

➢ Blitzscaling Credit: swallowing the financial system from the point-of-sale 

➢ Beyond Debt & Equity: Part I and Part II 

➢ Techno-Nationalism Rising: India, China, Snowden and cyberbalkanization 

➢ iFlix’s Original Sin: a regional aggregator in a global sandbox 

➢ Monopoly Money: a deflationary asset bubble and the one-eyed king 
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Disclaimer 

This document is for informational and illustrative purposes only, and has not been prepared for, nor should it be considered to be an offer for, the sale or the solicitation 

of interests or shares in any funds and/or accounts that are managed or advised by Reflection Digital or any of its affiliates (“Reflection Digital”) in any jurisdiction. Any 

such offer or solicitation may only be made by means of an approved confidential private placement memorandum of the relevant fund (the “PPM”) when available, 

provided to a potential investor and only in jurisdictions in which such an offering or solicitation would be lawful. In the event of any conflict between this document 

and the relevant PPM, the relevant PPM shall prevail. 

This document is private and confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published in whole or in 

part, for any purpose, without the express written permission of Reflection Digital. This document is not intended for distribution to or use by any person or entity in 

any jurisdiction or country where such distribution or use would be contrary to applicable laws or regulations. If you (or the legal person you represent) did not receive 

this document directly from Reflection Digital, please return it to Reflection Digital at your earliest convenience. 

Certain information set forth in this presentation is of a proposed fund which has not been established yet. Information contained herein constitutes and includes, but is 

not limited to, the focus and expected development of the proposed fund. Although the information is based upon what Reflection Digital believes to be reasonable, there 

can be no assurances that this information will prove to be accurate, as actual results and future events could differ materially from those anticipated in such information.  

The indicative terms and other information included in this document are provided for discussion purposes only and are subject to amendments. 

No assurance can be given that the relevant fund’s investment objective will be achieved. Funds may use substantial amounts of leverage and this may further amplify 

any losses. Further, investment in a fund is speculative and involves a substantial degree of risk and is therefore only suitable for investors who can afford to lose all or 

a substantial portion of their investment. Investors should read all appropriate documents (including the PPM where relevant) before making a decision to invest in the 

fund. Unless otherwise stated, references to AUM are inclusive of notional assets and committed capital. 

This document has been prepared for the purpose of providing general information only without taking account of any particular investor's objectives, financial situation 

or needs and does not amount to an investment recommendation. Nothing in this document constitutes accounting, legal, regulatory, financial, tax or other professional 

advice and is not, and must not be treated as, investment advice, investment recommendations or investment research. Without prejudice to the generality of the 

foregoing, nothing herein shall be construed as advice or a recommendation on whether or not to invest in any funds and/or accounts that are managed or advised by 

Reflection Digital. Reflection Digital has not considered your specific investment objectives, financial situation or particular needs. Before making any investment decision, 

you should seek independent investment, legal, tax, accounting or other professional advice as appropriate, none of which is offered to you by Reflection Digital. 

Reflection Digital accepts no duty of care to you in relation to investments.  

Reflection Digital will not act for you (or any other investor) and does not provide any investment service to you (including, without limitation, the provision of 

investment advice, or the reception and transmission of orders). 

Unless otherwise indicated, the information provided herein is current as of the date herein and has been obtained from sources believed to be reliable. However, 

Reflection Digital makes no representation or warranty, express or implied, regarding the completeness, accuracy or reliability of such information, except as required 

by law. Such information provided may become quickly outdated, be incomplete, condensed or may be subject to revision. Some of the information contained in this 

document may contain projections or other forward looking statements regarding future events or future financial performance of countries, markets or tokens. These 

statements are only predictions and actual events or results may differ materially.  For the avoidance of doubt, any statements referring to future financial performance 

of countries, markets, tokens or any specific products should not be regarded as any advice or recommendations to buy or sell specific products or make any other 

investments in relation to the same. Any opinions, estimates, projections or analyses provided to assist the recipient of this document in evaluating the matters described 

herein may be based on subjective assessments and assumptions which may use various alternative methodologies that produce different results or may not prove to 

be valid and which may be changed without notice. Accordingly, any projections or analyses should not be viewed as factual and should not be relied upon as an accurate 

prediction of future results. 

Reflection Digital may issue other materials that are inconsistent with, or reach different conclusions from, the information presented in this document. Those materials 

may reflect the different assumptions, views, analytical methods and contexts for which those materials were prepared, and Reflection Digital is under no obligation to 

ensure that such other materials are brought to the attention of any recipient of this document. 

Reflection Digital does not accept any responsibility or liability whatsoever for any loss howsoever arising from any use of this document or its contents, or otherwise 

arising in connection therewith. By accepting receipt of this document, you agree to be bound by the foregoing conditions and limitations and reaffirm your prior consent 

to the use of your personal data for the purpose of providing for the dispatch of this document and other information on the funds and accounts that are managed or 

advised by Reflection Digital. 

The distribution of this document may be further restricted by law. Accordingly, this document may not be used in any jurisdiction except under circumstances that will 

result in compliance with any applicable laws and regulations. Persons to whom this document is communicated should inform themselves about and observe any such 

restrictions. Any failure to comply with these restrictions may constitute a violation of applicable securities law. 

The distribution of this document may be further restricted by law.  Accordingly, this document may not be used in any jurisdiction except under circumstances that will 

result in compliance with any applicable laws and regulations.  Persons to whom this document is communicated should inform themselves about and observe any such 

restrictions.  Any failure to comply with these restrictions may constitute a violation of applicable securities law. 

 © 2022 Reflection Digital. All Rights Reserved. 

 


