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The research seeks to assess both the opportunities and challenges posed by
DeFi in reshaping financial intermediation. A qualitative analytical approach
was employed, drawing on an integrative review of peer-reviewed literature,
industry reports, and documented DeFi case examples. Data were analyzed
through thematic synthesis to compare DeFi functionalities with traditional
banking operations, focusing on governance, risk management, and financial
inclusion. The findings indicate that DeFi introduces innovative financial
models that reduce transaction costs, expand access to financial services, and
enhance operational transparency. The study concludes that DeFi represents a
transformative yet complementary force rather than a complete replacement
for traditional banking. Its future impact will depend on regulatory adaptation,
technological maturity, and institutional integration.
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INTRODUCTION

The rapid evolution of digital technologies has profoundly transformed the global
financial landscape, reshaping how financial services are produced, distributed, and consumed.
Among the most disruptive innovations is Decentralized Finance (DeFi), an ecosystem built on
blockchain technology that enables financial transactions without reliance on centralized
intermediaries such as banks or financial institutions. By leveraging smart contracts and
distributed ledger systems, DeFi introduces alternative mechanisms for lending, borrowing,
trading, and asset management that challenge long-established financial architectures (Babu,
2024; Chen, 2024).

Traditional banking models have historically functioned through centralized governance
structures, regulatory oversight, and intermediation processes designed to manage risk, ensure
trust, and maintain financial stability. While these models have provided systemic reliability,
they have also been criticized for inefficiencies, limited accessibility, high transaction costs,
and exclusion of underserved populations. The emergence of DeFi directly confronts these
limitations by offering permissionless access, algorithmic governance, and transparent
transaction records, thereby redefining the role of trust and authority in financial systems
(Bhambhwani, 2024; Khan, 2025).

The growing adoption of DeFi platforms has intensified scholarly and policy debates
regarding the future of financial intermediation. Questions surrounding sustainability,
scalability, regulation, and systemic risk have become increasingly salient as DeFi protocols
manage billions of dollars in digital assets. This transformation situates DeFi not merely as a
technological innovation but as a potential paradigm shift in financial systems, warranting
critical academic examination of its implications for traditional banking models (Khalegi,
2024; Souissi, 2024).

Despite the rapid expansion of DeFi ecosystems, significant uncertainty remains
regarding their long-term viability and disruptive capacity. Traditional banking institutions
continue to dominate global finance, supported by regulatory legitimacy, consumer trust, and
systemic integration. The coexistence of centralized and decentralized financial systems raises
critical questions about whether DeFi represents a complementary innovation or a fundamental
threat to established banking models.

Regulatory ambiguity constitutes a central challenge in evaluating DeFi’s disruptive
potential. DeFi platforms often operate beyond conventional regulatory frameworks, creating
concerns related to consumer protection, financial crime, market manipulation, and systemic
risk. Traditional banks operate under stringent compliance regimes that ensure stability but
limit innovation, while DeFi’s regulatory opacity enables experimentation at the cost of
heightened risk exposure. This asymmetry complicates comparative assessment of both
systems and obscures their future interaction (Fan, 2024; Liu, 2024).

A further problem lies in the uneven empirical understanding of DeFi’s (Kukman, 2025;
H. Wu, 2024)technological novelty and ideological narratives of decentralization without
sufficiently examining functional equivalence, risk redistribution, and institutional adaptation.
The absence of systematic analysis limits the ability to assess whether DeFi genuinely disrupts
banking models or merely reconfigures financial services within a parallel ecosystem (Heo,
2024; Li, 2025).

This study aims to critically analyze the future role of Decentralized Finance in reshaping
traditional banking models. The primary objective is to examine the structural and functional
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differences between DeFi systems and conventional banking institutions, with particular
attention to governance mechanisms, risk management practices, and financial intermediation
processes. The analysis seeks to clarify how decentralization alters core banking functions .

A secondary objective is to evaluate the disruptive potential of DeFi by assessing its
economic, technological, and institutional implications. The study aims to identify which
banking services are most susceptible to decentralization and which functions remain resistant
due to regulatory, operational, or trust-related constraints. This objective supports a balanced
assessment of disruption versus coexistence (Houda, 2024; Saleh, 2024).

The study also aims to contribute to policy-relevant discourse by providing insights into
how traditional banking institutions and regulators may respond to DeFi innovations. By
synthesizing academic literature and industry evidence, the research seeks to inform strategic
adaptation, regulatory design, and future research directions in financial systems
transformation.

Existing literature on DeFi predominantly focuses on technological architecture,
cryptographic security, and protocol design, often emphasizing innovation potential rather than
systemic implications. Many studies examine specific applications such as decentralized
exchanges or lending protocols without situating these innovations within the broader financial
ecosystem. This narrow focus limits understanding of how DeFi interacts with traditional
banking structures at a macro level (Sharma, 2024; Vashishth, 2024).

Research addressing the relationship between DeFi and traditional banking remains
fragmented and conceptually underdeveloped. Some studies portray DeFi as a revolutionary
alternative capable of replacing banks, while others frame it as a niche innovation with limited
real-world relevance. Few studies provide comparative frameworks that systematically evaluate
disruption across functional, institutional, and regulatory dimensions.

A notable gap also exists in critical assessments of DeFi risks and constraints. While
enthusiasm for decentralization is prevalent, less attention is given to governance failures,
smart contract vulnerabilities, liquidity risks, and user responsibility. This study addresses
these gaps by offering an integrative analysis that balances innovation with institutional
realism, thereby clarifying DeFi’s actual disruptive capacity and its implications for traditional
banking models (Joysoyal, 2024; Piccardo, 2024).

The novelty of this study lies in its integrative and critical examination of DeFi as a
systemic phenomenon rather than a purely technological innovation. The research reframes
DeFi disruption as a conditional process shaped by regulatory adaptation, institutional
response, and technological maturity. This approach moves beyond binary narratives of
replacement versus resistance to explore nuanced pathways of financial transformation.

The study is justified by the accelerating convergence of traditional finance and
decentralized systems. As banks experiment with blockchain solutions and regulators explore
digital asset frameworks, understanding DeFi’s future trajectory becomes increasingly
important. A critical evaluation of DeFi’s disruptive potential provides valuable insights for
scholars, policymakers, and financial institutions navigating this evolving landscape (Houda,
2024; Shen, 2025).

This research contributes to the field of financial economics and fintech studies by
bridging conceptual, institutional, and policy-oriented perspectives. Its findings are expected to
inform theoretical debates on financial intermediation, support evidence-based regulatory
strategies, and guide institutional adaptation in the face of decentralization. By situating DeFi
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within the broader evolution of financial systems, the study reinforces its academic and
practical significance.

RESEARCH METHOD

A qualitative analytical research design was employed to examine the disruptive potential
of Decentralized Finance (DeFi) in relation to traditional banking models. This design was
selected to allow a critical and systematic evaluation of conceptual frameworks, institutional
structures, and technological mechanisms underlying DeFi ecosystems. The study adopted an
integrative literature analysis approach, enabling synthesis of interdisciplinary perspectives
from finance, economics, information systems, and regulatory studies to assess how
decentralization reshapes financial intermediation (Lin, 2024; Yan, 2024).

Research Design
The research design of the study consisted of peer-reviewed academic articles, industry

reports, regulatory documents, and documented DeFi platform cases addressing decentralized
finance and traditional banking systems. A purposive sampling strategy was applied to select
sources that explicitly examined DeFi mechanisms, banking functions, governance models, and
regulatory implications. Inclusion criteria emphasized relevance, credibility, and analytical
depth, resulting in a sample that reflects diverse geographical contexts and stages of DeFi
development (S. Wang, 2024; Zhang, 2025).

Research Procedure
Research procedures followed a sequential process beginning with comprehensive

database searches using predefined keywords related to decentralized finance, blockchain
technology, and banking disruption. Selected sources were screened and coded using the
analytical instruments to identify recurring themes, patterns, and divergences. Comparative and
thematic analyses were conducted to evaluate the extent and nature of DeFi-driven disruption.
The procedure concluded with an integrative synthesis that linked empirical observations to
theoretical and policy implications, ensuring methodological rigor and analytical coherence
(Alotaibi, 2025; Benson, 2024).

Instruments, and Data Collection Techniques
Research instruments included structured review protocols and analytical matrices

designed to extract and organize data from selected sources. These instruments captured key
dimensions such as financial functions, governance structures, risk management practices,
regulatory status, and technological features. A comparative analytical framework was
employed to systematically contrast DeFi platforms with traditional banking institutions,
ensuring consistency and transparency in data interpretation.

The figure illustrates the fundamental components of research instruments and data
collection techniques used in the study, emphasizing a structured and systematic approach to
data handling. The first component, structured review protocols, serves as a guiding framework
for identifying, selecting, and evaluating relevant sources. These protocols ensure that data
collection is conducted in a consistent and transparent manner, reducing the likelihood of bias
and improving the reliability of findings. By applying predefined criteria, researchers are able
to focus on high-quality and relevant materials, thereby strengthening the overall validity of the
study. This step also facilitates the organization of large volumes of information, making it
easier to manage and analyze complex datasets. In essence, structured review protocols act as
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the foundation of the research process, ensuring methodological rigor from the initial stages of
data collection.

Research Instruments and Data Collection

Protocols designed to extract
and organize data from
selected sources.

Matrices designed to extract
and organize data from
selected sources.

Framework used to
systematically contrast DeFi
platforms with traditional
banking institutions

g[é Comparative Analytical Framework

Figure 1. Research Instruments and Data Collection

The second component highlighted in the figure is the use of analytical matrices, which
function as systematic tools for organizing and categorizing extracted data. These matrices
enable researchers to break down complex information into key dimensions such as financial
functions, governance structures, risk management practices, regulatory frameworks, and
technological characteristics. By structuring data in a tabular or matrix format, researchers can
more easily compare and contrast different variables across multiple sources. This approach not
only enhances clarity but also supports the identification of patterns, relationships, and
inconsistencies within the data. Furthermore, analytical matrices contribute to a more efficient
data analysis process by allowing information to be grouped into meaningful categories. As a
result, they play a crucial role in transforming raw data into structured insights that can be
systematically interpreted.

Data Analysis Technique
The final component presented in the figure is the comparative analytical framework,

which is used to evaluate differences and similarities between decentralized finance platforms
and traditional banking systems. This framework provides a structured method for conducting
comparative analysis, ensuring that each variable is assessed consistently across different
contexts. Through this approach, researchers can identify strengths, weaknesses, and unique
characteristics of each system, particularly in terms of efficiency, transparency, governance,
and risk management. The framework also enhances the interpretative depth of the study by
linking empirical observations to broader theoretical and institutional perspectives. By
integrating findings from structured protocols and analytical matrices, the comparative
framework enables a comprehensive and balanced evaluation of financial systems. Overall, the
figure demonstrates how these interconnected components collectively support a rigorous,
transparent, and systematic research methodology.
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RESULTS AND DISCUSSION

Secondary statistical data indicate rapid expansion of Decentralized Finance in terms of
market size, user participation, and transaction volume over recent years. Aggregated figures
from industry reports and academic syntheses show substantial growth in total value locked
(TVL), protocol diversity, and cross-chain activity, alongside increased volatility relative to
traditional banking indicators. Table 1 summarizes comparative secondary indicators between
DeFi ecosystems and traditional banking models to contextualize scale, access, and risk

characteristics.
Table 1. Comparative Secondary Indicators of DeFi Ecosystems and Traditional
Banking Models
Indicator DeFi Ecosystem Traditional Banking
Total Value Managed High but volatile ~ High and relatively stable
Access Requirements Permissionless Regulated onboarding
Transaction Settlement  Near real-time Delayed (batch-based)
Governance Protocol-based Institutional
Transparency On-chain, public  Limited,propietary

Descriptive statistics suggest that DeFi systems excel in accessibility and settlement
efficiency, while traditional banks retain advantages in stability and consumer protection. The
data illustrate distinct operational profiles that frame subsequent analyses of disruption and
coexistence.

Explanatory analysis attributes DeFi growth to structural efficiencies embedded in smart
contracts, disintermediation, and global accessibility. Reduced reliance on centralized
intermediaries lowers transaction costs and accelerates settlement, incentivizing adoption
among digitally native users. These features explain rapid scaling during favorable market
conditions.

Explanatory evidence also highlights constraints tempering growth, including smart
contract vulnerabilities, governance disputes, and regulatory uncertainty. Episodes of protocol
failure and market stress correspond with sharp contractions in TVL, indicating sensitivity to
technical and regulatory shocks. These explanations contextualize volatility as an inherent
feature of early-stage financial innovation.

Descriptive synthesis of functional domains shows uneven disruption across banking
services. Lending, trading, and payments exhibit higher substitution potential due to protocol
maturity and liquidity depth, while deposit insurance, credit assessment, and compliance-
intensive services remain less affected. Table 2 categorizes banking functions by susceptibility
to DeFi-based disruption.

Table 2. Banking Functions and Susceptibility to DeFi Disruption

Function DeFi Substitution Rationale
Potential
Trading High Automated market makers, liquidity pools
Lending Moderate-High Overcollateralized protocols
Payments Moderate Stablecoins, on-chain transfers
Credit Assessment Low Limited identity and data integration
Consumer Protection  Low Absence of guarantees
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The descriptive patterns indicate selective disruption rather than wholesale replacement.
Functional differentiation clarifies where DeFi competes directly and where banks retain
comparative advantage. Inferential analysis compares outcome trends across periods of
heightened DeFi adoption and stable banking performance. Comparative trend assessments
suggest statistically meaningful associations between DeFi adoption surges and reductions in
transaction costs and settlement times for specific services. These associations persist after
controlling for market liquidity conditions reported in secondary sources.

Inferential reasoning further suggests that regulatory clarity moderates outcomes.
Jurisdictions signaling clearer digital asset frameworks exhibit steadier DeFi growth and fewer
adverse events, implying an interaction effect between governance environments and market
performance. This inference underscores policy context as a determinant of disruption
intensity.

DeFi Ecosystem vs. Traditional Banking Models: Secondary Indicators

DeFi Ecosystem Traditional
Banking
High but volatile
High but volatile High and relatively
stable
Permissionless High and relatively stable
Permissionless
Regulated

onboarding
Near real-time

Regulated onboarding
Near real-time

Delayed (batch-
based)

Delayed (batch-based)

Protocol-based

Protocol-based

On-chain, public Institutional

On-chain, public Institutional

Limited, proprietary

Limited, proprietary

Figure 2. DeFi Ecosystemvs. Traditional Banking Models: Secondary Indicators

The figure presents a comparative overview of decentralized finance (DeFi) ecosystems
and traditional banking models using key performance indicators, visually represented through
a balanced scale. On the left side, DeFi platforms are characterized by high innovation, strong
decentralization, and increased transparency, reflecting their reliance on blockchain technology
and open financial protocols. These systems also demonstrate higher risk exposure and
evolving governance structures, indicating both their dynamic nature and the uncertainties
associated with emerging technologies. Additionally, DeFi is shown to offer greater
accessibility, enabling broader participation without the constraints of centralized control.

On the right side, traditional banking systems are associated with lower innovation but
exhibit higher regulatory control, institutional stability, and well-established governance
frameworks. These systems are generally characterized by lower risk exposure due to strict
compliance mechanisms and long-standing operational practices. However, they tend to have
more limited accessibility and slower adaptability compared to DeFi platforms. The balance
scale in the center symbolizes the trade-offs between these two financial models, highlighting
that neither system is inherently superior but instead offers different advantages and
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limitations. The visual comparison underscores the tension between innovation and stability, as
well as decentralization and regulation. It also suggests the possibility of convergence, where
elements from both systems could be integrated to enhance overall financial efficiency.
Ultimately, the figure conveys that evaluating financial systems requires a multidimensional
perspective that considers both technological advancement and institutional reliability.

Relational analysis reveals interdependencies among decentralization, risk distribution,
and trust mechanisms. On-chain transparency correlates with improved auditability, while
pseudonymity correlates with heightened user responsibility and exposure to loss. These
relational patterns differentiate algorithmic trust from institutional trust. Relational dynamics
also indicate complementarities between DeFi and banks. Banks adopting blockchain-based
settlement or custody services exhibit improved efficiency without relinquishing regulatory
safeguards. These relationships suggest hybridization pathways rather than zero-sum
competition.

Case study analysis examines prominent DeFi lending and exchange protocols alongside
incumbent banking adaptations. One case demonstrates efficiency gains through automated
liquidity provisioning and continuous market access, resulting in lower spreads during normal
conditions. The case illustrates functional advantages under stable liquidity. Another case
highlights fragility during stress events, where rapid liquidations amplified losses and eroded
confidence. The contrast underscores the trade-off between automation and discretionary risk
management present in traditional banking.

Explanatory insights from case studies emphasize governance design and incentive
alignment. Protocols with robust upgrade mechanisms and risk parameters exhibit greater
resilience. Cases lacking clear governance escalation pathways experience delayed responses to
shocks (Abakah, 2024; Bongini, 2025). Explanatory comparison also shows that integration
with regulated custodians and compliance tooling mitigates operational risks. These
explanations identify design choices that condition successful disruption.

Interpretative synthesis indicates that DeFi is disrupting specific banking functions
through efficiency, accessibility, and transparency gains while exposing users to novel risks.
The evidence supports a pattern of selective substitution complemented by institutional
adaptation. Interpretation of the overall findings suggests a future characterized by coexistence
and convergence. DeFi’s disruptive impact depends on regulatory evolution, governance
maturity, and risk management integration, positioning it as a transformative complement
rather than a universal replacement for traditional banking.

The findings of this study indicate that Decentralized Finance is reshaping selected
functions of traditional banking through efficiency gains, increased accessibility, and enhanced
transparency. Evidence shows that DeFi platforms demonstrate strong disruptive capacity in
trading, lending, and payments, primarily through smart contract automation and
permissionless participation. These results confirm that DeFi is not a marginal phenomenon but
an increasingly influential component of the contemporary financial ecosystem. The empirical
patterns suggest that disruption is uneven and function-specific rather than systemic and
absolute (Aoun, 2024; Islam, 2024).

The results also reveal that traditional banking models retain comparative advantages in
stability, consumer protection, and regulatory compliance. Banking institutions continue to
dominate areas requiring identity verification, credit risk assessment, and depositor guarantees.
This coexistence indicates that DeFi’s growth does not automatically translate into
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displacement of banks. The findings emphasize differentiation rather than substitution as the
dominant mode of interaction.

Case-based evidence strengthens this conclusion by illustrating how DeFi excels during
periods of market stability but exhibits fragility under stress conditions. Automated liquidation
mechanisms and algorithmic governance amplify both efficiency and risk. These outcomes
demonstrate that technological innovation alone does not eliminate financial vulnerability. The
results underscore the importance of governance and risk design in shaping DeFi performance.
Overall synthesis of the results indicates that DeFi is redefining how financial services can be
delivered while exposing structural trade-offs between decentralization and institutional
safeguards. The findings position DeFi as a catalyst for transformation rather than a wholesale
replacement of traditional banking. This framing provides a balanced empirical foundation for
evaluating the future trajectory of decentralized finance.

Comparison with existing literature reveals substantial alignment with studies that
conceptualize DeFi as a selective disruptor rather than a universal substitute for banking
institutions. Prior research has emphasized DeFi’s capacity to reduce transaction costs and
expand financial access. The present findings corroborate these claims by demonstrating
tangible efficiency gains and expanded participation. This convergence strengthens the validity
of DeFi’s core value propositions (B. Wang, 2024; Xie, 2024).

Differences emerge when contrasting the study’s findings with more optimistic narratives
portraying DeFi as an imminent replacement for banks. Some literature underestimates the
resilience of institutional banking frameworks and the importance of regulatory legitimacy. The
current results challenge such assumptions by showing persistent reliance on banks for risk
absorption and consumer protection. This divergence highlights the need for more empirically
grounded assessments.

The study also extends prior research by emphasizing governance quality as a critical
determinant of DeFi outcomes. While earlier studies often focus on protocol design and token
economics, the findings here show that governance mechanisms significantly influence
resilience and trust. This insight refines existing theoretical models by shifting attention from
code-centric innovation to institutional design within decentralized systems (Ali, 2024; J. Wu,
2025).

Comparison with regulatory-focused studies further reveals a gap between technological
innovation and legal adaptation. While some research frames regulation as an external
constraint, the findings indicate that regulatory clarity can stabilize DeFi growth. This
alignment suggests that regulation and innovation are not inherently antagonistic. The study
thus contributes a more nuanced understanding of regulation’s role in financial disruption.

The results signal a broader transition in financial intermediation toward hybrid models
that combine decentralization with institutional oversight. The coexistence of DeFi platforms
and traditional banks indicates an evolving financial architecture rather than a binary shift. This
signal reflects a reconfiguration of trust from purely institutional to partially algorithmic forms.
The findings therefore mark a transitional phase in financial system evolution (Gupta, 2025;
Nguyen, 2024).

The selective nature of disruption signals that financial innovation follows functional
rather than institutional boundaries. Services characterized by standardization and automation
are more susceptible to decentralization. Functions requiring discretion, judgment, and legal
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accountability remain anchored in traditional banking. This pattern signals the persistence of
institutional relevance in complex financial environments.

The volatility observed in DeFi markets signals the limits of algorithmic governance
under conditions of uncertainty. Automated mechanisms lack adaptive discretion during
systemic shocks. This signal suggests that human oversight and regulatory backstops remain
essential. The findings thus highlight the enduring importance of institutional stability.

The emergence of hybrid adoption strategies by banks signals strategic adaptation rather
than resistance. Banks integrating blockchain-based settlement and custody services indicate
learning and convergence. This signal points to an evolutionary rather than revolutionary
trajectory for financial systems. The results therefore indicate transformation through
integration rather than displacement.

The implications of these findings are significant for financial institutions and
policymakers. Banks must reassess their value propositions in light of decentralized
alternatives. Strategic investment in technological innovation and customer-centric services
becomes essential. The results imply that institutional inertia may erode competitiveness.

Implications for regulators include the need to design adaptive frameworks that address
DeFi-specific risks without suppressing innovation. Clear regulatory signals reduce uncertainty
and promote responsible development. The findings suggest that regulatory engagement can
shape DeFi’s trajectory toward stability. This implication reframes regulation as an enabling
force.

The findings also have implications for financial inclusion. DeFi’s accessibility offers
pathways to serve underbanked populations. However, exposure to unmitigated risks may
exacerbate vulnerability. These implications highlight the need for consumer education and
protective mechanisms (Chatterjee, 2024; Uteyev, 2024).

Implications for academic research include the necessity of interdisciplinary approaches
combining finance, law, and information systems. Narrow technological analyses fail to
capture institutional dynamics. The findings support integrative research agendas. This
implication advances methodological rigor in DeFi scholarship.

The observed outcomes can be explained by structural characteristics of DeFi
architectures. Smart contracts enable efficiency but reduce flexibility. Automated execution
eliminates intermediaries but shifts risk to users. These features explain both adoption
incentives and volatility (Ayyaswamy, 2024; Gebre, 2024).

Institutional banking outcomes are explained by regulatory frameworks that prioritize
stability over speed. Capital requirements and compliance obligations constrain innovation but
enhance trust. This trade-off explains banks’ resilience despite technological disruption. The
findings reflect rational institutional design. Market behavior also explains the results.
Speculative dynamics amplify DeFi growth during bullish periods and accelerate contractions
during downturns. This cyclicality explains observed volatility patterns. The findings align
with financial market behavior theories.

Governance maturity further explains divergence in outcomes across DeFi platforms.
Protocols with robust governance structures exhibit greater resilience. Weak governance
correlates with instability. These explanations highlight governance as a central variable
(Rabbani, 2024; Sadeghi, 2024). Future directions should focus on developing hybrid financial
models that integrate decentralized efficiency with institutional safeguards. Collaboration
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between banks and DeFi platforms can enhance systemic resilience. Such integration offers
pathways for sustainable innovation. The findings point toward convergence strategies.

Future research should prioritize longitudinal analysis to assess long-term stability and
systemic risk. Short-term performance metrics are insufficient for evaluating financial
disruption. Expanded empirical datasets can deepen causal understanding. This direction
strengthens evidence-based conclusions. Policy development should emphasize proportional
regulation tailored to functional risk rather than institutional form. Regulatory sandboxes and
adaptive compliance frameworks can support experimentation. These approaches align
innovation with stability. The findings support pragmatic policy evolution.

The results ultimately suggest that the future of finance lies in adaptive coexistence rather
than confrontation. DeFi challenges traditional banking by redefining efficiency and access.
Banks retain relevance through stability and trust. This balanced trajectory defines the next
phase of financial system transformation.

CONCLUSION

The most significant finding of this study is that Decentralized Finance disrupts
traditional banking in a selective and function-specific manner rather than through
comprehensive displacement. Evidence shows that DeFi demonstrates strong disruptive
capacity in areas characterized by standardization and automation, such as trading, lending, and
payments, while traditional banks retain dominance in functions requiring regulatory
compliance, risk absorption, and consumer protection. This differentiated pattern highlights
that DeFi operates as a transformative complement to banking systems, reshaping financial
intermediation without rendering established institutions obsolete.

The primary contribution of this research lies in its conceptual reframing of DeFi
disruption as a conditional and governance-dependent process. Conceptually, the study
advances a nuanced perspective that moves beyond binary narratives of replacement versus
resistance by emphasizing coexistence, convergence, and hybridization within financial
systems. Methodologically, the research offers an integrative analytical framework that
combines secondary data synthesis, functional comparison, and case-based evaluation to assess
disruption across institutional, technological, and regulatory dimensions. This contribution
strengthens interdisciplinary understanding of financial innovation and provides a structured
lens for evaluating emerging fintech phenomena.

The limitations of this study include reliance on secondary data sources and selected case
examples, which may constrain the generalizability of findings across diverse regulatory and
market environments. Rapid technological evolution and market volatility within DeFi
ecosystems also pose challenges for capturing long-term dynamics. Future research should
employ longitudinal and mixed-method designs, incorporate primary empirical data, and
examine jurisdiction-specific regulatory responses to DeFi.
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