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A Blockchain Transaction

Alice Bob

One unit of cryptocurrency

What people usually have in mind:

 Ok… But what about some more exciting examples?
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The DeFi Stack

Schär (2021) Decentralized Finance: On Blockchain- and Smart Contract-based Financial Markets.
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A Conditional Token Transaction

Alice Bob

One unit of red token

 Atomicity and composability are very important concepts in DeFi.

One unit of blue token

One inseperable transaction
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Composability and Decentralization

Bob

2x red token

Token Basket

Redeemable basket token

Decentralized Exchange

blue token

red token

one inseperable transaction
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In TVL We Trust… (You Should Not!)
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Source: DeFi Lama, November 7th 2022.

Total value locked (TVL) is an inaccurate metric and (by itself) meaningless. 



Potential for High Nesting Levels

Token Wrapper Lending Market Baskets AMM LP

Two Distinct Problems
1. Wrapping Complexity

2. Intransparent Governance Token Allocation

Token
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Nadler and Schär (2022)
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Adjusted Ownership Table
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The Dark Side of Composability

Source: Nadler and Schär (2021)
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