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Esteemed guests, I am delighted to speak to you today about the rapidly expanding 
world of decentralized finance, centralized finance, and cryptocurrencies.  
 
Thanks to technological advancements and digitalization, we are witnessing the 
emergence of new movements like DeFi that aim to address the inefficiencies and 
limitations of traditional financial services. 
 
As someone who has worked in a central bank for almost 25 years, I view these 
developments from the perspective of balancing innovation with financial stability and 
risk management. While blockchain technology, which underpins cryptocurrencies, is 
arguably revolutionary, there are concerns about their use cases and their potential 
impact on financial stability. That is where DeFi comes in. It refers to a new financial 
system built on blockchain technology that is open, decentralized, and permissionless. 
Unlike traditional finance, anyone can participate in the DeFi system without financial 
intermediaries. This new model offers several benefits, such as transparency, 
accessibility, and decentralization, but it also poses new risks like the potential for illicit 
activities and the lack of clear regulatory frameworks. 
 
Moreover, it is also important to acknowledge that while DeFi presents many promising 
opportunities, there are also limitations to its current capabilities. The proponents of 
DeFi envision intermediation without centralized entities, but we contend that some 
level of centralization is inevitable. This means there is a "decentralization illusion." 
While DeFi aims to eliminate financial intermediaries, central governance is necessary 
for making strategic and operational decisions. Furthermore, some aspects of DeFi, 
such as the consensus mechanism, encourage concentration of power.  
 
At present, DeFi has few real-world use cases and mostly facilitates speculation and 
arbitrage across multiple cryptoassets. Because of its self-contained nature, the 
potential for DeFi to disrupt the broader financial system and the real economy 
appears limited currently. However, as with any emerging technology, it is essential 
that we remain vigilant and proactive in managing any potential risks associated with 
DeFi. This includes developing appropriate regulatory frameworks and promoting 
responsible innovation to ensure that DeFi can reach its full potential as a 
complementary component of the broader financial ecosystem. 
 
These risks need to be managed and regulators have a responsibility to manage these 
risks effectively while supporting the growth of the sector. Collaboration with key 
players and stakeholders in the space is crucial to building a shared understanding of 
the risks and opportunities presented by DeFi. This will help lawmakers develop 
effective regulatory frameworks that balance innovation with security and stability. 
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On the other hand, CeFi presents a different set of challenges and opportunities. While 
more traditional in nature, it still offers many benefits, such as greater security and 
stability compared to some DeFi protocols. CeFi is a financial framework that strives 
to blend the benefits of DeFi with the user-friendliness and security of traditional 
financial instruments. Essentially, it enables users to access loans, earn interest, and 
purchase or sell cryptocurrencies through a centralized institution - typically a 
centralized exchange (CEX) or an institution that offers crypto yields.  
 
The objective is to optimize financial services by ensuring equitable crypto 
transactions while keeping costs as low as possible. CeFi facilitates various activities 
such as borrowing funds, crypto trading, using a crypto debit card to make purchases, 
receiving rewards, and much more. However, it raises concerns around data privacy 
and security and concentration of power in the hands of a few large players. To ensure 
that CeFi operates in a safe and secure manner while promoting healthy competition 
and preventing anti-competitive practices, regulators must develop regulatory 
frameworks that strike a balance between innovation and stability. We must also 
protect consumer interests and safeguard against illicit activities. 
 
In conclusion, the rise of DeFi, CeFi, and cryptocurrencies presents both challenges 
and opportunities. As lawmakers work to develop effective regulatory frameworks, 
they must balance innovation with security and stability, protect consumer interests, 
and safeguard against illicit activities. By collaborating with industry participants 
regularly, they can achieve these goals and support the healthy growth of these new 
sectors.  
 
Thank you for your attention. 
 
 


