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• Regulatory uncertainty.

• Smart contract risk aggravates as DeFi matures and TVL grows.

Key takeaways

Overview

The 21Shares DeFi 10 Infrastructure ETP (DEFII) tracks the investment results 

of an index comprised of both decentralized applications and the underlying 

blockchains that support them (Layer 1). Each category represents 50% of 

the index, with the constituents weighted by market capitalization within their 

respective category. DeFi is an acronym for “decentralized finance” — a new 

crypto-native financial sector composed of decentralized applications (dApps) 

that function as various financial “primitives” such as exchange, save, lend 

and tokenize. Instead of relying on centralized intermediaries, users  interact 

on a peer-to-peer basis on top of a blockchain. While the internet created an 

open network for information, DeFi seeks to create a global network for value 

transfer. DEFII provides an easy and safe way to invest in the evolution of the 

DeFi ecosystem, as the underlying index is rebalanced quarterly.

• DeFi seeks to create a global network for value transfer that solves many 

of the problems inherent to a centralized financial system. 

• The value proposition of DEFII is to provide exposure to a thematic index 

riding on the decentralized finance wave by investing in the largest dApps 

and the blockchain infrastructure that supports them.

• The index is rebalanced quarterly to follow the evolution of the space.
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• Layer 1s such as Ethereum and Solana are blockchains with built-in 

general-purpose programmability that allows anyone to write smart 

contracts and launch decentralized applications (dApps).

• An important limitation of Layer 1s is that they are isolated from the world 

outside their ledger. Oracles such as Chainlink function as data sources 

that report information external to the blockchain.

• The most significant innovation of DeFi so far, fully-collateralized stablecoins 

maintain price parity with a target asset – usually the US dollar. They allow 

anyone to benefit from the permissionless and instant global accessibility of 

cryptoassets while having the purchasing power stability of the dollar.

*Underlyings of May 17, 2022. DEFII is 

rebalanced quarterly.
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Figure 1:
Vinter LAY1 Index Performance (1-Year)

*Color description: Yellow color means 
higher correlation among assets, grey color 
means lower or negative correlation among 
assets. Lower or negative correlated assets 
have diversification benefits that could 
improve portfolio risk-adjusted returns.

*04/01/2021 - 16/05/2022

Data Source for Both Figures: Vinter (DEFII), Messari 
(BTC), and Yahoo Finance (SPY and QQQ)


