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The onchain lending sector reached $67.4 billion in January 2026, up from $19.7 billion in
early 2024.

Within this market, a fundamental architectural divide has emerged: pooled protocols that
share risk across liquidity pools versus isolated market protocols that compartmentalize risk
while aggregating capital through curator-managed vaults.

Executive Summary

Key Findings:

Market Structure

Aave V3 leads with $34.3B TVL (50.9% share). Morpho ranks #2 with $6.412B TVL (9.5% share),
having grown 58,000%+ from $11M in 24 months while originating $1.25B+ in institutional loans
through Coinbase alone.

Institutional Adoption

Morpho secured the first G-SIB (globally systemically important bank) partnership when Société
Générale selected it for MiCA-compliant stablecoins.

The Ethereum Foundation, Coinbase, and Fasanara have also deployed significant capital.

RWA Opportunity

The distributed tokenized RWA market stands at $21B, projected to reach $2T by 2028. Protocols
with institutional-grade compliance capabilities are positioned to capture this growth.

Five Forces

Capital efficiency, risk architecture, RWA integration capability, developer ecosystems, and
multi-chain distribution consistently predict protocol success.

Core Thesis

Isolated market architecture meets institutional requirements (risk compartmentalization,
compliance flexibility, audit certainty) that pooled models cannot fully address.

In onchain lending, how you build matters as much as what you build.
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78% of DeFi lending protocols operate on an architecture that creates systemic risk. The
remaining 22% is capturing disproportionate growth.

This report examines why.

The onchain lending sector reached $67.4 billion in January 2026. Within this market, a
fundamental architectural divide has emerged between protocols that share risk across
liquidity pools and those that isolate risk in separate markets. The data reveals that this
distinction, more than any other factor, predicts which protocols attract institutional capital
and which face structural headwinds.

The central question is not which protocol is "best." It is why certain architectural choices
consistently outperform others across capital efficiency, institutional adoption, risk
management, and multi-chain expansion.

Understanding this divide is essential for anyone allocating capital, building infrastructure,
or evaluating the trajectory of onchain credit markets.

The Paradox

Before examining the current landscape, we must understand how two competing
architectural philosophies emerged and why the market is now rendering a verdict between
them.

How We Got Here: The 
Evolution of Onchain Lending 
Architecture

4

2020-2021: The Pooled Era

Compound and Aave established the template for DeFi lending: shared liquidity pools where
multiple assets commingle, governed by protocol-wide risk parameters. This architecture offered
deep liquidity and simple user experience. It also created an implicit assumption that would later
prove costly: that correlated risk across a shared pool was an acceptable tradeoff for capital
efficiency.

During this period, pooled protocols dominated. Compound pioneered algorithmic interest rates.
Aave expanded to multiple chains and introduced flash loans. The architecture seemed settled.
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2022: The Stress Test

The 2022 bear market exposed the vulnerability of shared pools. The CRV incident demonstrated
how a single asset's volatility could create bad debt affecting all pool participants. Compound V2
experienced $1.6M in bad debt from cross-pool contagion. These were not catastrophic failures,
but they revealed a structural weakness: in pooled architectures, risk cannot be contained.

Institutional observers noted a pattern. Banks and traditional finance institutions require
compartmentalized risk for regulatory compliance and legal liability separation. Shared pools, by
design, cannot provide this. The architecture that worked for crypto-native users faced a ceiling
when approaching institutional capital.

2023-2024: The Architectural Split

A new model emerged: isolated markets combined with aggregation layers. Rather than sharing
risk across a single pool, each lending market operates independently. Curators then build vaults
that allocate capital across multiple isolated markets based on specific risk strategies.

This dual-layer approach attempted to solve a paradox: how to achieve the capital efficiency of
pooled liquidity while maintaining the risk isolation that institutions require.

Morpho launched with this architecture, starting from $11M TVL in January 2024. The experiment
would test whether permissionless market creation combined with professional curation could
outperform governance-gated pooled models.

2025: The Current State

By January 2026, the market has provided significant data on this architectural question. Morpho
reached $6.412B TVL with 58,000%+ growth over 24 months, establishing itself as the #2 lending
protocol. Traditional pooled protocols like Compound V2 declined during the same period.
Société Générale, a globally systemically important bank, selected isolated market architecture
for its MiCA-compliant stablecoins.

These outcomes do not prove that isolated architecture is universally superior. They do suggest
that for specific use cases, particularly institutional adoption and RWA integration, architectural
choices have measurable consequences.

The following chapters examine why.
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The Current Landscape: 
Market Structure and Key 
Metrics

Metric Value

Total Onchain Lending TVL $67.4B

Crypto-Collateralized Lending $73.6B

RWA Tokenization Market (Distributed) $21B

Projected RWA Market (2028) $2T

BlackRock BUIDL $2.9B

Protocol TVL reflects point-in-
time market valuations; 
cumulative metrics like $238M 
in interest paid and $1.25B+ in 
institutional loan originations 
demonstrate sustained 
platform utilization.

The top three protocols 
capture approximately 66% of 
market share ($44.7B of 
$67.4B). This concentration 
masks significant architectural 
diversity within the remaining 
34%.

Protocol TVL Market 
Share Chains

Aave V3 $34.3B 50.9% 19

Morpho $6.412B 9.5% 31

JustLend $3.951B 5.9% 1

The Architectural Divide

Two distinct models now compete for capital and institutional adoption:

Market Overview

As of January 2026, the onchain lending sector is defined by several key metrics:

Market Concentration

6
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Chapter 1: The Architectural 
Divide in Practice

Metric Value

TVL $34.3B

Market Share 50.9% of top 20 lending protocols

Chains 19 (Ethereum, Arbitrum, Base, Avalanche, Polygon, Optimism, etc.)

7-day Change +3.4%

Pooled Architecture (Aave, Compound)

Multiple assets share common liquidity pools with unified risk parameters. Governance controls
market listings and risk settings. Deep liquidity but systemic risk contagion.

Isolated + Aggregated Architecture (Morpho, Euler)

Each market operates independently with its own risk parameters. Aggregation layers (vaults)
allocate capital across markets. Permissionless market creation with curator-managed
optimization.

The following analysis examines how these architectural choices translate into measurable
differences across five dimensions: capital efficiency, risk resilience, RWA integration, developer
ecosystem effects, and multi-chain distribution.

The Pooled Model: Strengths and Constraints

Aave V3
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Aave V3 utilizes multi-asset liquidity pools where lenders deposit assets into protocol-managed
pools and borrowers draw from shared reserves. Risk parameters are set through governance
voting for each asset.

This architecture offers genuine advantages: deep liquidity from aggregated deposits, strong
network effects and brand recognition, battle-tested security with 23+ audits, and extensive
multi-chain deployment.

The constraints are equally real: systemic risk contagion across shared pools (demonstrated in the
CRV incident), capital inefficiency from idle reserves required for liquidity buffers (typically 50-
60% utilization), slow governance processes for new market listings, and conservative risk
parameters that limit utilization to protect the entire pool.

Metric Value

TVL $1.722B

Market Share 2.55% of top 20 lending protocols

Chains 9 (Ethereum, Arbitrum, Base, Polygon, Optimism, etc.)

7-day Change Negligible

Metric Value

TVL $6.412B

Growth 58,000%+ from $11M (January 2024)

Market Share 9.5% of top 20 lending protocols

Active Markets 1,517 isolated lending markets

Active Vaults 1,195 (922 V1, 273 V2)

Curator-Managed Assets $4.395B (V1: $4.026B, V2: $369.2M)

Chains 31 EVM

8

Compound V3

The Isolated Market Model

Morpho: Dual-Layer Architecture
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Morpho separates onchain lending into two distinct layers:

Vault/Market TVL Description

Steakhouse $1,259,700,587 48 vaults, institutional RWA focus

Gauntlet $1,129,121,320 Algorithmic optimization

SparkDAO $400,252,055 Maker ecosystem integration

Coinbase close to 500m now 1.6b originated now

Sentora RLUSD $225M+ Ripple stablecoin integration

mF-ONE (Fasanara) $190M Grew from $0 in 3 months

Apollo ACRED — Private credit structured product

The scale of these vault launches, particularly from institutional partners, provides data on
whether the architectural thesis translates into institutional adoption.

Layer 1 (Permissionless Markets)

Anyone can create an isolated lending market by specifying collateral asset, loan asset,
liquidation loan-to-value ratio (LLTV), oracle, and interest rate model. Each market is completely
isolated. Bad debt in one market does not affect others. This enables long-tail asset support and
experimental markets without protocol-wide risk.

Layer 2 (Vault Aggregation)

Independent curators build Morpho Vaults that automatically allocate depositor capital across
multiple isolated markets based on the curator's risk strategy. This creates capital efficiency while
maintaining isolation. Vault V2 (launched 2025) added timelocks, in-kind redemptions, and
segregation of duties for institutional requirements.

The theoretical advantage is that this architecture can serve both permissionless innovation and
institutional compliance simultaneously. The empirical question is whether this advantage
translates into measurable outcomes.

The following vault launches in 2025 provide initial evidence, demonstrating the scale and
diversity of institutional capital now flowing through isolated market infrastructure.

Major 2025 Vault Launches



Metric Value

TVL $998.87M

Market Share 1.48% of top 20 lending protocols

Chains 15 (Ethereum, Arbitrum, Avalanche, etc.)

Euler pioneered modular lending infrastructure with its Euler Vault Kit (EVK). After recovering from a
2023 security incident ($197M exploit, fully recovered), Euler V2 launched with enhanced security
and vault flexibility. The protocol emphasizes developer-friendly tools but has faced slower
institutional adoption compared to Morpho, providing a useful comparison case.

Several protocols have carved niches through unique positioning:

o Spark: $3.64B TVL, focused on stablecoin lending with governance-set rates and
MakerDAO integration.

o Venus: $1.697B TVL, BNB Chain dominance demonstrating that chain-specific focus remains
viable in a multi-chain world.

Chapter 2: Five Forces Shaping 
Competitive Outcomes
Analysis of the lending landscape reveals five forces that consistently predict protocol success.
These forces interact to create sustainable advantages and explain the diverging trajectories across
the sector.

Thesis: Protocols that maximize utilization (borrowed capital / deposited capital) while
managing risk capture disproportionate growth and institutional adoption. Capital efficiency
directly impacts both lender returns and protocol revenue, creating a flywheel effect.

10

Euler V2

Specialized Models

Force 1: Capital Efficiency



Aave V3: Optimization Within Pooled Constraints

Aave V3 represents the most sophisticated evolution of pooled lending architecture. As of
January 2026, Aave holds $34.3 billion in TVL across 19 chains, commanding 50.9% market share
among top lending protocols. The protocol has implemented multiple efficiency innovations
since V2, most notably Efficiency Mode (eMode) for correlated asset pairs.

Metric Value

TVL $34.3B

Market Share 50.9%

Chains 19

7-Day Change +3.4%

Security Audits 23+

eMode enables higher leverage ratios when borrowing assets correlated with collateral.
Borrowing USDC against USDT, or stETH against ETH, unlocks capital efficiency impossible in
standard pooled configurations where parameters must accommodate the riskiest
supported asset. This innovation partially addresses the structural efficiency constraints of
multi-asset pools.

However, pooled architecture faces inherent limitations. Risk parameters must be set
conservatively to protect the entire pool from tail risks in any single asset. Governance
processes gate new market additions, creating delays measured in weeks or months. And the
fundamental pooled structure means idle reserves must cover potential withdrawal demand
across all assets simultaneously.

11

Aave V3 Market Position (January 2026)

The Efficiency Imperative

Traditional pooled protocols maintain 20-40% idle capital reserves to ensure liquidity for
withdrawals. This creates a structural inefficiency: depositors earn yields only on utilized capital,
while protocol revenue is constrained by low effective utilization. The question facing
institutional allocators is straightforward: why accept 50-60% utilization when architectural
alternatives can achieve 70-90%?

The efficiency gap compounds over time. A protocol achieving 80% utilization generates 33%
more yield on equivalent deposits than one achieving 60%. For institutional treasuries deploying
tens or hundreds of millions, this difference translates to millions in annual yield differential.
Capital efficiency has become table stakes for institutional adoption.



Metric Value

Isolated Markets 1,517

Active Vaults 1,195 (922 V1, 273 V2)

Curator-Managed Assets $4.395B

Active Curators 26

The vault layer adds aggregation efficiency. Morpho Vaults automatically redeploy capital
across multiple isolated markets based on curator strategies. When utilization increases in one
market, vaults reallocate to alternative markets, maintaining overall efficiency without requiring
individual lenders to actively manage positions. This creates liquidity depth benefits
comparable to pooled protocols while preserving isolation.

The Adaptive Curve Interest Rate Model deployed across Morpho markets targets 90%
utilization, automatically adjusting rates to maintain this equilibrium. When utilization falls below
target, rates decrease to attract borrowers. When utilization exceeds target, rates increase to
attract suppliers. This mechanical targeting creates consistent efficiency across market
conditions.

12

Morpho: Efficiency Through Architectural Innovation

Morpho's dual-layer architecture attacks efficiency constraints from first principles. Rather than
optimizing within pooled limitations, Morpho separates lending into two distinct layers:
permissionless isolated markets (base layer) and curator-managed vault aggregation
(allocation layer).

The base layer enables market creators to specify exact parameters for each isolated market,
including Liquidation Loan-to-Value (LLTV) ratios calibrated precisely for specific collateral-
loan pairs. A market designed for stablecoin-to-stablecoin lending can operate at 90%+ LLTV
because both assets maintain tight price correlation. A market for volatile collateral uses
appropriately conservative parameters. Each market optimizes for its specific use case rather
than compromising for pool-wide compatibility.

Morpho Infrastructure Scale (January 2026)

The Efficiency Premium in Practice

The efficiency differential manifests clearly in protocol performance. Morpho grew from $11
million TVL in January 2024 to $6.412 billion by January 2026, representing over 58,000%
growth in 24 months. This trajectory, combined with $1.6B+ [4.1] in institutional loan originations
through Coinbase alone, demonstrates institutional appetite for efficient lending infrastructure.



Metric Value

TVL $6.412B

Active Loans $3.663B

Implied Utilization ~36% (base), 70-90% (optimized markets)

Annualized Interest Paid $149.3M

Cumulative Interest Paid $238,337,530

The curator layer demonstrates efficiency optimization at scale. Twenty-six
independent curators manage $4.395 billion in assets, competing on risk-adjusted
returns within their vault mandates. This competition drives continuous efficiency
improvement without protocol-level governance overhead.

Curator AUM Specialization

Steakhouse Financial $1.26B Institutional RWA, 48 vaults

Gauntlet $1.13B Algorithmic optimization

SparkDAO $400.3M Maker ecosystem integration

Yearn $171.8M Yield optimization

B.Protocol $63.7M Liquidation optimization

Steakhouse Financial's $1.26 billion across 48 vaults illustrates the model's scalability.
As Steakhouse founder Sébastien Derivaux noted, these vaults now hold more
deposits than some regional US banks. This scale validates that isolated-plus-
aggregated architecture can achieve institutional-grade capital efficiency.

13

Morpho Efficiency Metrics

Top Curators by Assets Under Management
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Dimension Traditional Pooled Isolated + Aggregated

Utilization Range 50-60% typical 70-90% achievable

Parameter Flexibility Governance-gated Permissionless

New Market Speed Weeks to months Instant

Efficiency Premium Baseline 15-25 percentage points

The 15-25 percentage point efficiency advantage translates to 27-50% more capital
deployed for equivalent deposits. For institutional treasuries, this differential
determines protocol selection.

Force 2: Risk Architecture

Thesis: Risk architecture determines not just protocol survival during market stress, but also
institutional adoption potential. Traditional finance institutions require clear risk
compartmentalization, transparent loss-handling mechanisms, and proven resilience under adverse
conditions. Isolated risk design enables safer scaling than pooled models.

Capital Efficiency Summary

Why Efficiency Determines Winners

Institutional capital demands productive deployment. Traditional finance benchmarks assume
90-95% capital utilization in loan portfolios. A DeFi protocol with 50% utilization requires 2x
capital for equivalent returns. Institutional allocators cannot accept this inefficiency when
architectural alternatives exist.

Morpho's 58,000% growth over 24 months, combined with $238M in cumulative interest paid
and $1.25B+ in institutional loan originations, demonstrates sustained demand for efficient
infrastructure. The protocols that win institutional adoption will be those demonstrating that on-
chain lending can match or exceed traditional finance efficiency benchmarks.
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Aave CRV Incident (November 2022)

Metric Value

CRV Borrowed 92 million

Initial Bad Debt $1.6M

Final Bad Debt (after recovery) ~$400K

Bad Debt as % of TVL 0.01%

Resolution Method Governance purchase from Collector Contract

Safety Module Slashing Not executed

The incident triggered comprehensive risk infrastructure improvements. Chaos Labs now provides
dynamic risk management with over 1,100 parameter updates since late 2024. In November 2024,
Aave governance voted to set LTV to zero for several volatile tokens including CRV, UNI, ZK, BAL, LDO,
1INCH, METIS, and CAKE specifically due to oracle lag risks identified in the 2022 incident.

The Contagion Problem in Pooled Models

Pooled lending protocols face an inherent tradeoff: deeper liquidity through aggregation versus
systemic risk propagation. When one asset in a pool experiences volatility or liquidation cascade, all
pool participants bear exposure to the outcome. This becomes particularly problematic when
integrating experimental collateral types or assets requiring different risk management approaches.

The November 2022 CRV incident at Aave illustrated this dynamic. Avraham Eisenberg borrowed 92
million CRV against USDC collateral, then manipulated the CRV price during liquidation. The attack left
Aave with $1.6 million in bad debt (later reduced to approximately $400,000 after CRV price
recovery). While the amount represented only 0.01% of historical TVL, the incident demonstrated how
a single asset's manipulation could create protocol-wide losses.

Aave's Umbrella Safety Module

The most significant post-2022 development is Aave's Umbrella Safety Module, launched June 5,
2025. This system replaces the legacy Safety Module with an automated slashing mechanism
designed to eliminate governance delays in loss coverage.



www.caladan.xyz 16

Feature Legacy System Umbrella (June 2025)

Slashing Trigger Governance vote required Automated smart contract

Response Time Days to weeks Immediate

Coverage Scope Protocol-wide Asset-specific

Staking Assets AAVE, AAVE/ETH LP aUSDC, aUSDT, aWETH, GHO

The system underwent four independent audits from Certora, MixBytes, Ackee Blockchain, and
StErMi before deployment. Key innovation: staking aUSDC only covers USDC deficits, preventing
contagion where ETH depositors absorb stablecoin losses. This represents meaningful evolution
toward risk compartmentalization within pooled architecture.

February 2025 provided real-world validation when Aave processed over $210 million in liquidations
during market stress with zero new bad debt generated. The protocol's total bad debt across all
history remains approximately $2.45 million, with historical deficit rates averaging 0.000004% of
outstanding borrows monthly. Notably, the legacy Safety Module never executed a slashing event
throughout its operational history.

Umbrella Safety Module Features

Morpho's Isolated Risk Architecture

Morpho's architecture addresses the contagion problem through fundamental isolation rather than
insurance layers. Each Morpho market is completely independent. A loan default in an ETH/USDC
market at 85% LLTV has zero impact on a WBTC/USDT market at 75% LLTV. There is no mechanism by
which losses in one market affect participants in another.

This isolation extends to every parameter. LLTV ratios, oracles, and interest rate models are set at
market creation and are immutable thereafter. Market participants know exactly what they're
entering, with no risk that governance could later alter parameters or that unrelated markets could
create contagion exposure.
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Period Bad Debt Rate Notes

Typical (most periods) 1e-10 to 1e-15 Effectively zero

April 2024 (peak) ~0.0010% Elevated but contained

Sample 24-hour period $0.11 Negligible absolute amount

The protocol has experienced one notable loss: approximately $230,000 from a PAXG oracle pricing
error in a tokenized gold market. Critically, this loss remained entirely contained to that specific
market. No other market participants were affected. The incident demonstrated isolation working
as designed.

Metric Value

Total Liquidated $11,880

Users Affected 127

Markets Affected 15

Bad Debt Generated $0.11

Vaults Affected 0

Markets with Bad Debt 2

The liquidation data illustrates efficient market function: 127 users liquidated across 15 markets with
only $0.11 in bad debt and zero vault impact. Risk remains compartmentalized at the market level.

Morpho Bad Debt Track Record

Recent Liquidation Activity (24-Hour Sample)

Institutional Vault Features

Morpho's Vault V2, specifically designed for institutional and RWA integration, adds operational
controls required by traditional finance. These features enabled Société Générale, a globally
systemically important bank (G-SIB), to select Morpho as exclusive infrastructure for its MiCA-
compliant stablecoins.
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Feature Specification Institutional Requirement

Timelocks
24-72 hours on 
parameter changes

Prevents sudden adverse changes

In-Kind Redemptions Exit in underlying assets Tax-efficient for institutional accounting

Segregation of 
Duties

Separate allocator, 
curator, guardian roles

Operational security and audit trails

Risk Disclosures Credora ratings integration Compliance transparency

Why did the first G-SIB choose Morpho? Isolated markets enable separate compliance regimes for
MiCA-regulated stablecoins (EURCV at $66M market cap, USDCV at $32M). Vault features meet bank
operational requirements. Permissionless deployment enables rapid product launch. And 650 lines of
audited, immutable Solidity code provides audit certainty impossible with upgradeable contracts.

Vault V2 Institutional Features

Why Isolation Enables Institutional Scale

Banks cannot and will not accept cross-contamination risk from shared liquidity pools. The
requirements are structural:

Regulatory capital requirements: Banks must model risk exposure for capital adequacy. Shared pools
create correlated risk that increases regulatory capital requirements.

Legal liability: When one market fails in a shared pool, all participants have potential legal exposure to
the failure. Isolation creates clean liability boundaries.

Compliance compartmentalization: Different asset classes require different regulatory treatments. A
MiCA-compliant stablecoin cannot share pool exposure with unregulated crypto assets.

Audit certainty: Independent markets enable clean audit trails for each strategy. Auditors can verify
specific market parameters without analyzing entire protocol state.
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Dimension Pooled + Insurance (Aave) Isolated Markets (Morpho)

Contagion Risk Reduced by Umbrella, not eliminated Zero by design

Loss Coverage Automated staker slashing Socialized within single market

Parameter Changes Governance vote Immutable (new market required)

Institutional Features Protocol-wide standards V2 vault customization

G-SIB Adoption Not yet Société Générale live

The contrast is not that one approach is universally superior, but that isolation architecture meets
institutional requirements that pooled models, even with sophisticated insurance layers, cannot fully
address. For institutions requiring zero contagion exposure and custom compliance regimes,
isolated markets are prerequisite, not preference.

Thesis: Protocols successfully bridging TradFi and DeFi are positioned for 2-3x faster growth as
RWA tokenization accelerates toward projected $4-30 trillion by 2030. Two distinct architectural
approaches have emerged, and understanding their tradeoffs reveals which protocols are best
positioned for the institutional wave.

Force 3: RWA Integration Capability

RWA Market Context: The $21 Billion Inflection Point

The tokenized RWA market reached approximately $21 billion in distributed assets in January 2026,
representing over 400% growth over three years. Major financial institutions including BlackRock,
JPMorgan, Franklin Templeton, and Apollo have moved beyond pilots to production-scale
deployment.

A Note on RWA Market Measurement

RWA.xyz distinguishes between two categories of tokenized assets. Distributed Asset Value (~$21B)
represents tokens using blockchain as a distribution layer, enabling onchain investors to subscribe,
hold, and manage assets directly through their own wallets—these assets can be transferred, traded,
and used as collateral in DeFi protocols. Represented Asset Value (~$376B) represents tokens using
blockchain as a recordkeeping layer for transparency and operational efficiency, without enabling
onchain transfer or distribution. This report uses Distributed Asset Value as the relevant measure
because only distributed assets can serve as collateral in onchain lending protocols like Morpho and
Aave Horizon.

Risk Architecture Comparison
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Category Value Share Notes

U.S. Treasuries $9.16B 44%
Largest segment, up 539% since January 
2024

Commodities $4.43B 21% Led by Tether Gold, Paxos Gold

Institutional Alternative Funds $2.80B 14%
Hedge funds, private equity, private 
credit funds

Private Credit (distributed) ~$2.6B 13%
Tokenized portion; platforms have 
originated $18B+ in total loans

Other (stocks, bonds, non-US govt debt) ~$1.7B 8% Emerging categories

Stablecoins (settlement layer) $298B n/a 220M+ holders

The composition reveals U.S. Treasuries as the dominant category for distributed tokenized assets,
reflecting institutional comfort with familiar instruments. Private credit, while smaller in distributed
footprint, offers 10-16% yields that attract institutional interest as comfort with onchain
infrastructure grows. Participation metrics reinforce this maturation: 620,051 unique asset holders
and over 250 active issuers.

Growth projections converge on a consistent message. Standard Chartered projects $2 trillion by
2028. McKinsey estimates $2-4 trillion by 2030. BCG and Ripple forecast $18.9 trillion by 2033.
These industry projections vary in methodology and may include both distributed and represented
tokenized assets. Even conservative scenarios imply 50-100x growth from current
distributed levels.

The Two Competing Architectures

The RWA lending landscape in early 2026 is defined by two distinct approaches. Morpho pioneered
fully isolated markets where each lending market operates independently with zero cross-
contamination risk. Aave launched Horizon in August 2025, introducing a hybrid model that separates
permissioned RWA collateral from permissionless stablecoin supply. Both have attracted significant
institutional capital with meaningful tradeoffs for different use cases.

Aave Horizon: The Hybrid Permissioned Model

Horizon's core innovation: create a dual-sided system where the collateral side is permissioned (only
allowlisted institutions can deposit RWAs) while the supply side remains permissionless (anyone can
deposit stablecoins and earn yield from institutional borrowers).

This addresses a fundamental tension in institutional DeFi. Banks need compliance controls and KYC
requirements. DeFi's value proposition depends on permissionless access. Horizon threads this
needle by applying compliance at the asset level. Each RWA issuer controls their own whitelisting.
When institutions deposit tokenized treasuries as collateral, Horizon mints non-transferable aTokens
preventing secondary market trading. Meanwhile, retail users supply USDC, RLUSD, or GHO without
restrictions and earn yield from institutional borrowers.
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Metric Value

Total Market Size ~$600M

Time to Scale 4 months

Total Borrowed $200M+

Largest Position Superstate USCC ($238M)

RLUSD Position $164M supplied, $89M borrowed

The partner roster includes Superstate (tokenized treasury and crypto carry funds), Circle (USYC
yield fund), Centrifuge (Janus Henderson products), VanEck (VBILL treasury fund, $93M+ AUM),
Chainlink NAVLink (standardized NAV tracking), Llama Risk and Chaos Labs (risk management).

Key institutional features: smart contracts execute deterministically without matching logic,
creating clear audit trails; non-custodial design eliminates counterparty risk; administrative recovery
mechanisms allow asset issuers to assist institutions that lose private key access.

Integration Scale Key Innovation

Sentora RLUSD $225M+ Ripple stablecoin backed by real estate

mF-ONE (Fasanara) $190M Tokenized private credit, $0 to $190M in 12 weeks

Société Générale 
EURCV/USDCV

$98M combined First G-SIB, MiCA-compliant stablecoins

Apollo ACRED Active Leveraged carry trade with algorithmic risk controls

Pareto x FalconX Active KYC-gated credit vaults, zero-knowledge verification

Morpho: The Fully Isolated Market Model

Morpho leverages its core architectural innovation: truly isolated markets where each lending market
operates as an independent smart contract with zero cross-contamination risk.

The base layer allows anyone to create an isolated lending market by specifying collateral asset, loan
asset, liquidation parameters, oracle, and interest rate model. Each market is completely
independent. Bad debt in one market cannot affect others. This is mathematical certainty, not policy:
the smart contracts have no mechanism to transfer losses between markets.

The second layer consists of curator-managed vaults aggregating capital across multiple isolated
markets. Independent curators like Steakhouse Financial build Morpho Vaults that automatically
allocate depositor capital based on risk strategies. Steakhouse manages 48 vaults with $1.26 billion
AUM. Gauntlet brings algorithmic optimization to $1.13 billion. Twenty-six curators compete for
depositor capital, each offering different risk-return profiles.

Morpho RWA metrics: $318.6 million in deposits and $111.3 million in loans.
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The mF-ONE integration illustrates permissionless market creation. Fasanara, an FCA-regulated
asset manager with a 10-year track record and $985 million flagship fund, partnered with
Steakhouse Financial to bring tokenized private credit to Morpho. The fund holds over 4 million
positions with average size of 0.003 basis points. Largest single debtor represents 1.27% of NAV.
Average investment yield runs at 14.77%. Three liquidity layers (atomic redemptions, discount-
window, monthly) ensure exit capability under stress. The trajectory: $0 to $190 million in 12 weeks.
No governance votes. No committee approvals.

The Société Générale integration carries greater significance. SG-FORGE selected Morpho as
exclusive lending infrastructure for its MiCA-compliant stablecoins (EURCV and USDCV). Société
Générale is a globally systemically important bank (G-SIB), one of the 30 largest banks subject to
enhanced regulatory oversight. When a G-SIB evaluates DeFi infrastructure, they bring compliance
teams, legal departments, and risk committees. After that examination, they chose Morpho.

MEV Capital serves as curator. Accepted collateral includes BTC, ETH, and tokenized money market
funds (USTBL and EUTBL from Spiko, regulated by the French Financial Markets Authority). The
stablecoins are backed 100% by cash held at BNY Mellon (USDCV) and Société Générale (EURCV),
with daily public disclosure of collateral composition.

Why Architectural Differences Matter

Full isolation provides mathematical certainty that problems in one market cannot propagate. If a
private credit fund defaults, the damage is contained to that specific market. For institutions
managing multi-jurisdictional portfolios, this granularity is valuable. A US Treasury market, a French
private credit fund, and a Singapore real estate token can each maintain distinct compliance regimes
without architectural compromise.

The curator competition model creates redundancy. Twenty-six curators compete on risk-adjusted
returns. If one makes poor decisions, depositors migrate to alternatives. This distributed
accountability eliminates single points of failure.

Permissionless market creation enables speed. mF-ONE scaled to $190 million in 12 weeks. Société
Générale deployed production infrastructure without governance approval. Protocols that respond
in weeks rather than months capture institutional opportunities.

The hybrid permissioned model offers different advantages. Standardized risk management through
designated providers (Llama Risk, Chaos Labs) creates consistency and single-point accountability.
Oracle standardization through Chainlink NAVLink provides consistent NAV tracking with clear audit
trails. Administrative recovery mechanisms address institutional requirements around operational
failure recovery. Permissionless yield access on the supply side expands liquidity beyond purely
permissioned systems. Aave's brand recognition and $34.3B+ TVL provide instant credibility for
institutions making first onchain deployments.

The G-SIB Decision

Société Générale's selection deserves deeper examination. G-SIBs are banks so large their failure
could destabilize global financial systems. They face enhanced regulatory oversight, higher capital
requirements, and intense scrutiny. When a G-SIB chooses DeFi infrastructure, they are making a
production deployment decision after extensive due diligence.



www.caladan.xyz 23

The choice of Morpho over alternatives (including Horizon, which launched before SG-FORGE's
deployment) suggests specific requirements that full isolation satisfies. Regulatory
compartmentalization: SG-FORGE operates under MiCA and faces US person restrictions, requiring
completely separate compliance treatment for EURCV and USDCV. Audit certainty: Morpho's core
protocol consists of 650 lines of immutable Solidity code. V2 vault features: timelocks on parameter
changes, segregation of duties between allocator, curator, and guardian roles align with bank
operational requirements.

VanEck, Superstate, Circle, and other major institutions have chosen Horizon. But the G-SIB decision
provides meaningful signal about architectural preferences at the highest compliance tiers.

Protocol Total TVL RWA Focus Model Key Strength

Morpho $6.412B $318.6M
Isolated markets + 
curator vaults

First G-SIB 
partnership

Aave Horizon $600M $600M Hybrid permissioned
Major TradFi
partners, fast 
scaling

MakerDAO/Spark $3.64B $1.8B
Governance-
approved collateral

Deep DAI liquidity

Maple Finance $2.549B $2.549B
Undercollateralized 
credit

Institutional 
lending 
relationships

Centrifuge $1B+ $1B+
Multi-chain 
tokenization

Infrastructure 
across 6 EVM 
chains

Maple represents a fundamentally different model: undercollateralized lending based on credit
assessment. Pool delegates evaluate borrower creditworthiness. This enables higher capital
efficiency but introduces default risk. Maple's $2.549B TVL demonstrates institutional appetite,
particularly among market makers seeking working capital.

MakerDAO pioneered RWA integration through governance-approved collateral, with Steakhouse
Financial leading early work totaling $1.8 billion. However, governance-gated models create
bottlenecks that permissionless architectures avoid.

Centrifuge focuses on tokenization infrastructure, bringing invoices, receivables, and trade finance
onchain across six EVM chains. Its $1 billion TVL makes it the third RWA protocol to reach that
milestone. Centrifuge partners with both Morpho and Horizon as collateral provider.

The Broader Competitive Landscape
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In Sum

RWA integration capability is a prerequisite for capturing institutional scale. The $21 billion distributed
market today represents approximately 1% of the projected $2 trillion 2028 opportunity. Morpho
offers granular market isolation, competitive curator ecosystem, and the only G-SIB partnership.
Aave Horizon offers standardized risk frameworks, major TradFi partnerships, and administrative
recovery mechanisms.

Both can succeed. The question is which institutional segments each best serves. Protocols without
institutional-grade RWA capabilities will find themselves increasingly irrelevant as onchain lending's
center of gravity shifts from crypto-native to institutional capital.

Market Segmentation and Coexistence

The RWA lending market at $21 billion in distributed assets today, projected to reach $2 trillion or more
by 2028, supports multiple architectural approaches.

Morpho's architecture suits institutions requiring maximum compliance compartmentalization:
European G-SIBs following Société Générale, multi-jurisdictional operations needing distinct
compliance per market, complex structured products requiring granular risk parameters.
Permissionless market creation enables rapid response to opportunities.

Horizon's architecture suits institutions prioritizing standardized frameworks: US-based asset
managers comfortable with designated risk providers, institutions making first DeFi deployments
who value Aave's brand, operations within single regulatory jurisdictions where unified compliance is
sufficient.

As secondary liquidity develops for RWA tokens, demand for granular risk isolation will likely increase.
Early adoption may favor Horizon's streamlined model; scaling to trillions in diverse assets may favor
Morpho's flexibility. Both protocols are positioned to capture significant institutional flows.

Regulatory Catalysts

The regulatory environment shifted significantly in 2025. The US GENIUS Act (signed July 18, 2025)
provided stablecoin framework boosting institutional confidence. EU MiCA regulation (effective July
2024) created legal clarity for tokenized assets; SG-FORGE's stablecoins are fully MiCA-compliant.
Hong Kong's Stablecoin Ordinance (May 2025) established a licensing regime for stablecoin issuers
in Asia. Singapore's Project Guardian engaged 24+ institutions in tokenization pilots. SEC Spring 2025
agenda addressed crypto custody and token securities.

These developments benefit both architectures. However, institutions operating across multiple
jurisdictions may find Morpho's granular isolation more suitable, while single-jurisdiction operations
may prefer Horizon's standardized approach.
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Thesis: Protocols that empower independent builders create compounding advantages through
ecosystem effects. The curator economy on Morpho and B2B2C integrations demonstrate how
developer-first infrastructure generates network effects that transcend traditional protocol
metrics.

Metric Value

Active Curators 26

Total Assets Under Curation $4.395B

V1 Assets $4.026B

V2 Assets $369.2M

Annualized Fees (7-day basis) $13,828,676

Cumulative Fees Earned $13,477,742

Annualized Borrow Interest $149.3M

The fee structure aligns curator incentives directly with depositor outcomes. Curators earn
approximately $13.83 million annually managing $4.395 billion, representing a fee rate competitive
with traditional asset management while delivering DeFi yields. This economic model attracts
sophisticated risk managers who would otherwise consult rather than operate.

The Curator Revolution

Morpho pioneered a new business model in DeFi: professional risk curators who build and manage
lending vaults independently, earning performance fees from vault deposits. This is structurally
different from governance committees or protocol consultants. Curators are independent
businesses that compete on performance.

Force 4: Developer Ecosystem and Network Effects

Morpho Curator Ecosystem (January 2026)
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Rank Curator AUM Specialization

1 Steakhouse Financial $1,259,700,587 48 vaults, institutional RWA

2 Gauntlet $1,129,121,320 Algorithmic optimization

3 SparkDAO $400,252,055 Maker ecosystem

4 Yearn $171,812,699 Yield optimization

5 B.Protocol $63,733,130 Liquidation optimization

6 Block Analitica $63,665,196 Risk analytics

7 MEV Capital $63,188,788 MEV strategies

8 Hyperithm $45,460,966 Various

9 Pangolins $40,841,589 Various

10 Clearstar $38,930,248 Various

11 AlphaPing $33,583,427 Various

12 Hakutora $22,526,741 Various

13 RE7 Labs $17,279,383 Various

14 kpk $13,118,491 Various

15 K3 Capital $11,753,670 Various

16 Avantgarde $7,967,096 Various

17 SingularV $7,564,518 Various

18 Keyrock $1,583,816 Various

19 Apostro $1,370,090 Various

20 Edge Capital UltraYield $767,651 Various

21 9Summits $151,572 Various

22 Relend Network $67,934 Various

23 August Digital $37,108 Various

24 Tulipa Capital $15,263 Various

25 Ouroboros Capital $13,098 Various

Complete Curator Rankings by AUM
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Dimension Aave Role (2021-2024) Morpho Role (2024-Present)

Function Advisor to governance Independent vault operator

Revenue Model Consulting retainer (~$1.6M/year) Curator fees (% of AUM)

Decision Authority Recommend parameters to DAO Direct control of vault allocations

Scalability Fixed contract value Unlimited with AUM growth

Current AUM N/A $1.13B

The transition reflects a fundamental shift in how risk expertise monetizes in DeFi. Under the
consulting model, Gauntlet earned fixed fees regardless of TVL growth or performance. Under the
curator model, Gauntlet now manages $1.13 billion with direct economic participation in vault
success. This alignment attracted one of DeFi's most sophisticated risk teams from the incumbent
leader to an emerging challenger.

Gauntlet Model Comparison

The Gauntlet Transition

The February 2024 transition of Gauntlet from Aave to Morpho illustrates the curator model's
structural advantages for risk professionals. Gauntlet served as Aave's risk steward from 2021 to
2024 under a consulting contract worth approximately $1.6 million annually (reduced from an initial
$2 million).

On February 21, 2024, Gauntlet co-founder John Morrow announced the split, citing "inconsistent
guidelines and unwritten objectives" from Aave's largest stakeholders. Six days later, on February 27,
Gauntlet announced joining Morpho as an independent vault curator.
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Partner Scale Integration Type

Coinbase $1.25 B+ loans originated BTC/ETH-backed loans on Base

Crypto.com Millions of users Lending and borrowing

Gemini Millions of users Institutional integration

Trust Wallet 8M+ users Stablecoin Earn

Ledger Millions of users In-app yield products

Safe 200+ treasuries Institutional treasury management

Bitpanda Millions of users EU DeFi Wallet with Steakhouse/Gauntlet vaults

Lemon Millions of users LATAM USD savings

Why the Curator Model Differs

Traditional protocol governance committees operate as paid consultants managing monolithic
pools through governance recommendations. This creates several structural issues:

Slow governance processes: Parameter changes require proposal submission, discussion periods,
voting, and execution delays measured in days or weeks.

Limited incentive alignment: Fixed consulting fees regardless of performance reduce accountability
for outcomes.

Single point of failure: One risk team's recommendations affect the entire protocol.

Bandwidth constraints: Committee capacity limits the pace of innovation.

The curator model inverts these dynamics:

Instant execution: Curators control their vault allocations directly within predefined parameters.

Direct economic stakes: Performance fees align curator returns with depositor outcomes.

Competition drives innovation: Twenty-six curators compete on risk-adjusted returns, each bringing
unique strategies.

Permissionless entry: New curators can launch vaults without protocol approval, enabling diverse
approaches.

Reputational accountability: Curators bear direct reputational risk from poor vault performance,
incentivizing conservative management.

B2B2C Integration Leverage

Morpho increasingly operates as infrastructure for fintechs and exchanges offering lending products
to their users. This "DeFi mullet" strategy (consumer-friendly interface in front, DeFi infrastructure in
back) dramatically expands addressable market beyond crypto-native users.

Major B2B2C Integrations
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The Coinbase integration demonstrates B2B2C scale. Launched in early 2025, Coinbase's BTC-
backed loan product crossed $1 billion in originations within eight months. Users interact with
Coinbase's familiar interface while Morpho provides the underlying lending infrastructure. Coinbase
CEO Brian Armstrong stated the "next goal: $100B in onchain borrow originations."

Category Count

Direct Protocol Users 1,531,614

Weekly Active Users 108,732

Borrowers 255,938

Suppliers 1,230,853

The indirect user count exceeds direct users by nearly 7x, illustrating the leverage B2B2C creates.
Each integration brings users who may never know they're using Morpho while benefiting from its
efficiency and security.

Round Date Amount Lead Investor

Seed/Series A 2021-2022 $18M+ a16z, Variant

Series B Feb 2024 Undisclosed Pantera Capital

Series C Aug 2024 $50M Ribbit Capital

Total $73.6M

Morpho User Metrics

Aave has operated formal grant programs since April 2020, with Aave Grants DAO launching in May
2021 with $1 million quarterly budget. Total grants awarded exceed $4.4 million, funding projects
across DeFi tooling, analytics, and integrations. This approach builds a broad developer base across
many smaller projects.

Morpho's ecosystem strategy emphasizes depth over breadth. Total funding raised exceeds $73.6
million across five rounds, with the $50 million Series C in August 2024 led by Ribbit Capital alongside
a16z crypto, Coinbase Ventures, Variant, Pantera Capital, Brevan Howard, BlockTower, and Kraken
Ventures.

Comparison with Traditional Grant Programs

Morpho Funding History
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Partner Deployment Significance

Coinbase $1.25B+ loans Largest US exchange

Ethereum Foundation $6M+ First major foundation treasury

Société Générale EURCV/USDCV markets First G-SIB

Fasanara $190M (mF-ONE) FCA-regulated asset manager

The investor composition signals strategic direction. Ribbit Capital's portfolio includes Robinhood,
Revolut, Coinbase, and NuBank, all major fintech platforms with massive distribution. As CEO Paul
Frambot noted: "We need to bridge the gap for DeFi and make the actual integration into the fintech
world."

Network Effects Multiplication

Traditional protocols have linear growth: users bring liquidity. Developer-first protocols have
exponential growth: developers build applications that bring users that bring liquidity that attracts
more developers.

Morpho's B2B2C model captures this multiplier. The Ethereum Foundation's $6 million+ deployment
(2,400 ETH plus stablecoins) in October 2025 for treasury diversification signals institutional
validation. Fasanara's mF-ONE fund grew from zero to $190 million in three months through Morpho's
permissionless architecture. Each major integration attracts the next.

The progression from crypto-native (Coinbase) to foundation (EF) to G-SIB (Société Générale) to
traditional asset manager (Fasanara) demonstrates systematic institutional adoption. Each validation
makes the next more likely.

Dimension Aave Approach Morpho Approach

Primary Mechanism Grants ($4.4M+ distributed) Curator economy ($13.83M ARR)

Builder Relationship Grant recipient Independent business operator

Revenue Alignment Fixed grants Performance fees

Ecosystem Scale 200+ projects 26 curators + 17 B2B2C integrations

Network Effect Type Developer breadth Institutional depth

Institutional Validation Timeline

Developer Ecosystem Comparison
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Both approaches create defensible network effects. Aave's broad developer base makes it the
"default" lending primitive for DeFi builders. Morpho's institutional integrations and curator economy
create depth that compounds through each high-value partnership. The market is large enough for
both models to succeed, serving different segments of the expanding institutional DeFi opportunity.

Force 5: Multi-Chain Distribution

Thesis: No single chain dominates DeFi; successful protocols must deploy across multiple chains to
capture fragmented liquidity and diverse user bases.

The following data reveals why multi-chain presence has become a competitive requirement rather
than an optional expansion strategy.

Chain Market Share (January 2026)

Total DeFi TVL stands at $125.2B across all chains.

Chain TVL Share

Ethereum $72.51B 68.22%

Solana $9.06B 8.51%

BSC $6.922B 6.51%

Layer 2s (combined) $15.24B 12.17%

Emerging $1B+ <5%

Ethereum remains dominant at 68%, but the 12% share held by Layer 2s represents the fastest-
growing segment. Protocols concentrated solely on Ethereum mainnet face exposure to this
migration trend.

Morpho Multi-Chain Deployment

Total deployments: 31 EVM chains (January 2026)

The chain-by-chain data reveals where capital is flowing. Pay particular attention to the growth rates:
positive on Ethereum and strong expansion on Arbitrum.
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Total across 31 chains: $6.412B deposits

Additional Deployments (19 emerging chains): Corn, Fraxtal, Scroll, Sonic, Binance, Ink, Abstract, xDai,
Mode, Bitlayer, Zircuit, Botanix, Sei, Etherlink, Lisk, Soneium, TAC, and others

Rank Chain Share 7d Change 30d Change Notes

1 Ethereum ~47% +8.8% +14.7% Largest, positive growth

2 Base ~34% +2.7% +8.5%
#1 lending protocol on 
Base

3 Hyperliquid EVM ~5% -2.4% -1.9% High-frequency traders

4 Arbitrum ~5% +16.1% +104.7% Explosive growth

5 Katana ~4% -1.3% +5.8% —

6 Plume ~1% -3.6% -3.4% 90% utilization

7 Monad ~1% +5.0% +91.5% Rapid expansion

8 Optimism <1% +6.2% +15.8% Strong growth

9 Worldchain <1% +3.6% +1.0% Worldcoin ecosystem

10 Unichain <1% -10.4% -13.6% New deployment

11 Polygon <1% -2.4% -28.6% Established L2

12 Hemi <1% -41.4% -39.6% Emerging

Chain Distribution (Top 12 of 31):

The Arbitrum Expansion Pattern

The Arbitrum data reveals a significant trend: +104.7% 30d deposit growth and +95.1% 30d loan
growth represents substantial capital inflow. This is the standout performer among all chains.
Ethereum shows +14.7% 30d deposit growth, Base shows +8.5%, and Monad shows +91.5%.

This suggests a migration pattern from other chains to Arbitrum where transaction costs are lower and
DeFi activity is increasing. Protocols positioned across multiple chains can capture this migration;
single-chain protocols may miss opportunities.

How does Morpho's multi-chain footprint compare to competitors? The following table shows
significant divergence in deployment strategies.
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Protocol Chains Strategy

Morpho 31 Aggressive multi-chain expansion

Aave V3 19 Market leadership through brand

Euler V2 15 Vault-focused recovery

Compound V3 9 Selective major chains

Venus 8 BNB Chain dominance

Fluid 5 Focused deployment

The range spans from 5 chains (Fluid) to 31 (Morpho), reflecting different strategic bets on chain
proliferation versus concentration. Morpho's aggressive expansion positions it to capture liquidity
regardless of which L2s gain dominance.

These deployment choices translate into aggregate protocol metrics. The following rankings from
DeFiLlama provide a snapshot of Morpho's current market position.

Metric Value

Rank #2 lending protocol

TVL $6.412B

Fees (7d) $2.9M

Fees (30d) $22.21M

Total Borrowed $3.663B

Total Supplied $6.412B

Competitive Multi-Chain Positioning

Morpho DeFiLlama Rankings:
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Chapter 3: The Institutional 
Adoption Wave

Wave 1: Crypto-Native Institutions (2024-Early 2025)

The maturation of onchain lending from crypto-native experimentation to institutional
infrastructure can be observed through three distinct adoption waves, each bringing
different capital sources and validation.

Coinbase Integration

In January 2025, Coinbase launched BTC-backed onchain loans via Morpho on Base,
allowing users to borrow up to $5M USDC against Bitcoin collateral without selling (avoiding
taxable events). By October 2025, the service crossed $1 billion in loan originations, just 8
months after launch. In November 2025, Coinbase expanded to ETH-backed loans (up to
$1M USDC).

Metric Value

Launch March 2025

Total Loans (8 months) $1.25B+

Recent Volume (2 months) $350M

Max Loan per User (BTC collateral) $5M USDC

Max Loan per User (ETH collateral) $1M USDC

cbBTC on Base in Morpho 45%+

Why Coinbase Selected Morpho:

o Morpho provides lending infrastructure while Coinbase controls user interface

o Base deployment enables low-cost, instant settlements

o Risk isolation: Each loan market operates independently

o Regulatory positioning: Coinbase acts as interface provider using DeFi infrastructure
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This integration represents validation from a major US-regulated exchange that DeFi
infrastructure can meet institutional compliance requirements.

Coinbase represents the largest single integration, but the pattern extends across the
crypto-native institutional landscape. The following partners have built similar infrastructure
integrations, collectively validating the B2B model.

Other Crypto-Native Institutional Integrations

Partner Value

Millions of users, Morpho-powered lending/borrowing

Institutional-grade integration

8M+ users with Stablecoin Earn

Millions of users, in-app yield products

Institutional trading operations

Institutional trading operations

Institutional trading operations

Wave 2: Traditional Finance Entry (2025)

Ethereum Foundation Deployment

In October 2025, the Ethereum Foundation deployed 2,400 ETH (~$6M) plus additional
stablecoins into Morpho vaults for treasury diversification. This represents the first major
blockchain foundation actively utilizing DeFi lending infrastructure for treasury
management.

The significance extends beyond the dollar amount. As a non-profit foundation managing
critical Ethereum ecosystem funds, the Ethereum Foundation represents one of the most
risk-averse institutional users in the ecosystem. Their selection provides signal about
perceived infrastructure quality and security.
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Société Générale: First G-SIB on DeFi

In September 2025, Société Générale's regulated digital asset arm SG Forge selected
Morpho as the exclusive lending infrastructure for its MiCA-compliant stablecoins EUR
CoinVertible (EURCV, $66M market cap) and USD CoinVertible (USDCV, $32M market cap).

Société Générale is a globally systemically important bank (G-SIB), one of the 30 largest
banks in the world subject to enhanced regulatory oversight. This represents the first G-SIB
building production financial products on DeFi infrastructure.

Selection Factors :

o Isolated markets enable separate compliance regimes for bank-issued stablecoins

o Vault V2 features meet bank operational requirements

o Permissionless deployment enables rapid product launch

o Code simplicity (650 lines of Solidity, non-upgradeable) provides audit certainty

Asset Manager Integrations

Fasanara (mF-ONE): Private credit fund grew from $0 to $190M in 3 months through
Morpho's permissionless architecture.

Apollo (ACRED): Private credit in leveraged onchain strategy, bringing institutional-grade
structured products to DeFi.

BlackRock BUIDL: While not directly integrated with Morpho, the $2.9B tokenized treasury
product across 8+ blockchains demonstrates institutional appetite for onchain treasury
exposure. BUIDL has distributed approximately $100 million in cumulative dividends by
December 2025. Protocols that can accept BUIDL and similar products as collateral are
positioned for this capital flow.

Wave 3: Fintech and Mass Market (Emerging)

The third wave sees consumer fintechs integrating onchain lending infrastructure to offer
crypto-powered financial products to mainstream users. This abstracts DeFi complexity
while utilizing superior infrastructure economics.
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Partner Value

Isolated Markets and USDC Vault on Optimism powered by Morpho

Migrated all liquidity from Aave V3 fork to Morpho on Base

European fintech with DeFi Wallet using Morpho vaults

European regulatory-compliant DeFi access

LATAM market leader bringing yields to underserved regions

TON/Telegram integration targeting 1B+ users through mini apps

Current Fintech Integrations

These integrations represent early movers in a broader trend. As regulatory clarity improves
and DeFi infrastructure matures, the addressable market expands beyond crypto-native
companies.

Future Opportunity: Non-Crypto Fintechs

As regulatory clarity improves, traditional neobanks and payment fintechs may evaluate
DeFi lending integration:

Category Examples Users Potential Use Case

Neobanks Revolut, N26, Chime 50M+ High-yield savings, 
crypto-backed loans

Payment Fintechs Stripe, Square, PayPal Billions Float optimization

Wealth Apps Robinhood, Wealthfront 50M+ DeFi cash 
management

Business Banking Mercury, Brex Millions Corporate treasury

This represents speculative opportunity rather than confirmed adoption, but the regulatory
trajectory (EU MiCA implementation, US GENIUS Act) creates conditions for exploration.
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Chapter 4:                  
Comparative Analysis and 
Performance Metrics
Protocol Tier Classification

Tier 1: Infrastructure Leaders (>$5B TVL)

38

Protocol TVL Market Share Chains 7d Change Notes

Aave V3 $34.3B 50.9% 19 +3.4% Dominant incumbent

Morpho $6.412B 9.5% 31 —
Fastest to multi-billion scale from 
recent launch; strongest 
institutional partnerships

Tier 2: Specialized Performers ($1B-$5B TVL)

Protocol TVL Specialization

JustLend $3.951B Tron ecosystem

Spark $3.64B MakerDAO integration

Maple $2.549B Private credit

Kamino Lend $2.346B Solana

Compound V3 $1.722B Legacy incumbent

Venus $1.697B BNB Chain focus

Fluid Lending $1.564B Innovative features

Jupiter Lend $1.134B Solana

Euler V2 $998.87M Vault-focused recovery



www.caladan.xyz 39

The 2022 bear market exposed the vulnerability of shared pools. The CRV incident
demonstrated how a single asset's volatility could create bad debt affecting all pool
participants. Compound V2 experienced $1.6M in bad debt from cross-pool contagion.
These were not catastrophic failures, but they revealed a structural weakness: in pooled
architectures, risk cannot be contained.

Institutional observers noted a pattern. Banks and traditional finance institutions require
compartmentalized risk for regulatory compliance and legal liability separation. Shared
pools, by design, cannot provide this. The architecture that worked for crypto-native users
faced a ceiling when approaching institutional capital.

Tier 3: Emerging Protocols (<$1B TVL)

Lista Lending ($783.96M), USD AI ($687.28M RWA focus), HyperLend ($280.99M on
Hyperliquid), Compound V2 ($250.9M legacy), and others represent specialized or
emerging protocols in specific niches.

Patterns in the Data

Several patterns emerge from comparative analysis

Pattern 1: Architectural Innovation Attracts Institutional Capital

Protocols with isolated markets or vault-based architectures have attracted
significant institutional partnerships. Morpho's 58,000%+ growth over 24 months,
combined with partnerships including Coinbase ($1.25B+ originations), Société
Générale (first G-SIB), and the Ethereum Foundation, demonstrates that
architectural choices influence institutional adoption.

Pattern 2: Multi-Chain Presence and Scale

Top protocols average 10+ chain deployments. Single-chain protocols face
growth limits from chain-specific liquidity constraints.

01

02
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Dimension Performance

Scale #2 by TVL ($6.412B), 9.5% market share

Growth 58,000%+ since January 2024

Institutional Originations $1.25B+ via Coinbase alone

Efficiency 70-90% utilization, $13.83M curator ARR

Resilience $0.11 bad debt (24hr), isolated architecture

Innovation $318.6M RWA deposits, 26 curators, 17+ integrations

Morpho Performance Summary

Pattern 5: RWA Integration and Future Positioning

Protocols with architectural capabilities for RWA collateral are attracting
institutional capital as the $21B distributed RWA market grows toward projected
$2T+ by 2028.

05

Pattern 4: Curator/Developer Ecosystem Revenue

Top protocols average 10+ chain deployments. Single-chain protocols face
growth limits from chain-specific liquidity constraints.

04

Pattern 3: Institutional Partnerships and Resilience

Revenue directly aligned with vault performance creates self-sustaining
ecosystems that governance fee models cannot replicate.

03
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Chapter 5: The RWA 
Integration Thesis
Real-world asset integration represents the most significant growth vector for onchain
lending, as the $300+ trillion traditional finance market begins exploring blockchain
infrastructure.

Three Integration Models

Model 1: Tokenized Collateral (Morpho, Aave)

RWA tokens serve as borrowing collateral in lending markets, enabling capital efficiency for
institutional asset holders while maintaining DeFi composability.

Morpho RWA Case Studies:
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Sentora RLUSD Market

o Type: Tokenized real estate-backed stablecoin from Ripple

o TVL: $225M+

o Mechanism: RLUSD used for USDC borrowing

o Innovation: Brings illiquid real estate into productive DeFi use

mF-ONE (Fasanara Private Credit)

o Type: Fasanara tokenized private credit fund

o Growth: $0 to $190M in 3 months

o Curator: Steakhouse Financial providing risk underwriting

o Strategies: Fintech receivables, SME lending, real estate-backed credit

o Significance: Demonstrates permissionless onboarding speed

01

02



www.caladan.xyz 42

Apollo ACRED

o Type: Securitize-tokenized Apollo Diversified Credit exposure

o Mechanism: Leveraged carry trade with algorithmic risk controls

o Management: Gauntlet automated vault for leverage and rebalancing

Pareto × FalconX Credit Vaults

o Type: KYC-gated institutional vaults via Keyring Network zero-knowledge verification

o LTV: Launch supported up to 77%

o Automation: Gauntlet's Aera vault for risk controls

Model 2: Private Credit Origination (Maple, Goldfinch)

Direct onchain lending to real-world businesses through credit assessment rather than
overcollateralization.

Protocol TVL Model

Maple Finance $2.549B Pool delegates assess creditworthiness

Goldfinch — Junior/senior tranches for emerging markets

This model faces different challenges: default risk management, legal enforceability across
jurisdictions, and capital recovery from non-crypto-native borrowers. The 2022 bear
market tested these protocols with multiple borrower defaults.

Model 3: Hybrid Approaches

Emerging strategies combine elements:

o Partially collateralized positions with institutional guarantees

o Insurance-wrapped credit reducing overcollateralization requirements

o Reputation-based scores integrated with collateral requirements
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Why Isolated Architecture Enables RWA Scale

Requirement Solution

Risk Isolation Each RWA type in separate market with independent parameters

Custom Compliance Permissionless markets enable custom KYC/AML per market

Specialized Oracles NAV-based, appraisal-based pricing supported per market

Custom Risk 
Parameters 98% LTV for treasuries vs 60-70% for private credit

Rapid Deployment mF-ONE: $0 to $190M in 3 months without governance delays

Traditional pooled protocols require governance votes for new markets, taking weeks to
months. Morpho's permissionless creation enables launching RWA markets in days. This
speed differential becomes significant when institutional partners operate on traditional
finance deployment timelines.

The $2 Trillion Trajectory

Current State (January 2026)

Metric Value

Total Tokenized RWA (Distributed) $21B

3-Year Growth Over 400%

BlackRock BUIDL $2.9B (largest single product)

Largest Category U.S. Treasuries (44%)
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Regulatory Catalysts

U.S. GENIUS Act: Regulatory framework enabling major institutions to explore 
tokenization, signed into law July 18, 2025.

EU MiCA: Comprehensive regulation creating legal clarity across EU. Société 
Générale's MiCA stablecoins on Morpho demonstrate institutional response.

Hong Kong Stablecoin Ordinance: Licensing regime for stablecoin issuers 
established in May 2025, providing regulatory clarity in Asia.

Singapore CRS 2.0 & Project Guardian: Asian hubs implementing progressive 
frameworks. Franklin Templeton's Singapore tokenized MMF signals regional growth.

The regulatory trajectory suggests continued institutional exploration of tokenized assets,
creating demand for DeFi infrastructure that can meet compliance requirements.

Chapter 6: Three 
Scenarios for 2026-2028
Scenario planning enables strategic evaluation under different market conditions.

Scenario 1: Infrastructure Consolidation

Characteristics:

o 3-5 protocols capture 90%+ market share through network effects

o Differentiation by specialization: RWA vs crypto-native, institutional vs retail

o Sector TVL grows to $100-150B

o M&A activity increases as smaller protocols acquire technology or merge

o Regulatory clarity creates moats for compliant protocols

Winners' Profile: Multi-chain deployment, institutional partnerships, strong 
developer ecosystems, proven security, regulatory compliance capabilities.
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Morpho Positioning:

o #2 position by TVL with strong institutional partnerships

o 31-chain deployment exceeding most competitors

o Institutional validation: Coinbase ($1.25B+ originations), Ethereum Foundation, Société 
Générale (first G-SIB)

o Curator ecosystem creating network effects (26 curators, $13.83M ARR)

o 23+ security audits, immutable core protocol

Risks: Newer protocol versus Aave's established relationships. Consolidation may 
favor incumbents with brand recognition.

Scenario 2: RWA Explosion 

Characteristics:

o 3-5 protocols capture 90%+ market share through network effects

o Differentiation by specialization: RWA vs crypto-native, institutional vs retail

o Sector TVL grows to $100-150B

o M&A activity increases as smaller protocols acquire technology or merge

o Regulatory clarity creates moats for compliant protocols

Winners' Profile: Institutional-grade compliance, bank partnerships, proven RWA 
track record, treasury management features.

Morpho Positioning:

o Vault V2 features designed for institutional/RWA requirements

o Proven RWA integrations: $318.6M deposits, Sentora ($225M+), mF-ONE ($190M), Société 
Générale

o First G-SIB partnership validates institutional positioning

o Isolated markets enable diverse RWA compliance regimes

This scenario represents strong positioning for protocols with institutional-
grade infrastructure.
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Scenario 3: Fragmentation

Characteristics:

o App-chain proliferation: 100+ chains with independent ecosystems

o Liquidity fragments across 50+ protocols, each <$1B TVL

o Cross-chain complexity limits institutional adoption

o Aggregation layers become critical infrastructure

Winners' Profile: Cross-chain capabilities, modular architecture, protocols 
becoming standards rather than destinations.

Morpho Positioning:

o Vault aggregation architecture positions as cross-market infrastructure

o 31-chain deployment demonstrates multi-chain execution

o Curator model enables rapid adaptation without protocol governance

o Modular design allows protocols to build on top (Coinbase, Seamless, Moonwell)

Strategic Implications

Success Factor Scenario 1 Scenario 2 Scenario 3

Multi-chain presence Critical Important Critical

Institutional features Important Critical Less important

Developer ecosystem Critical Important Critical

Architectural flexibility Important Important Critical

Regulatory compliance Critical Critical Important

Morpho shows strong positioning in scenarios representing 90% probability weight.

Even in the fragmentation scenario, the aggregation layer model provides viable
positioning.
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Chapter 7: The 
Architecture Thesis
Synthesizing the analysis reveals a core pattern: architectural choices drive capital
efficiency, and capital efficiency drives institutional adoption.

The Three-Part Argument

Part 1: Capital Efficiency as Competitive Requirement

The era of accepting 30-40% idle capital as necessary for liquidity is ending. Institutions
benchmark against 90-95% utilization in traditional loan portfolios. Protocols achieving 70-
90% utilization while maintaining liquidity will attract disproportionate institutional capital.

Metric Isolated + Aggregated Pooled

Typical Utilization 70-90% 50-60%

24-Month Growth 58,000%+ (Morpho) Flat to declining (Compound V2)

Institutional Originations $1.25B+ (Coinbase alone) Limited

Part 2: Permissionless Innovation vs. Governance Gates

Governance-gated market creation creates bottlenecks that compound over time. As
RWAs accelerate and long-tail assets proliferate, protocols requiring governance votes for
every market listing face structural constraints that permissionless systems avoid.

Dimension Governance Model Curator Model

Speed Weeks to months Days

Example Traditional protocol market listing mF-ONE: $190M in 3 months

Accountability Diffused Direct performance stake

Scalability Committee bandwidth 26+ independent curators

VS
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Part 3: Risk Isolation as Institutional Prerequisite

Banks require compartmentalized risk management for regulatory compliance and legal
liability separation. Shared liquidity pools cannot meet these requirements at scale.

Société Générale Selection Factors:

o Isolated markets for separate compliance regimes

o Vault features meeting bank operational requirements

o Permissionless deployment enabling rapid product launch

o 650 lines of audited, immutable code providing audit certainty

These requirements cannot be met by pooled architectures without fundamental redesign.

Metric Morpho Traditional Pooled

Growth (24mo) 58,000%+ Flat to declining

Institutional Adoption Coinbase $1.25B+, SocGen G-SIB, EF Limited bank participation

Utilization 70-90% 50-60%

Revenue Model $13.83M curator ARR Governance consultant fees

Market Creation Instant, permissionless Weeks via governance

Multi-Chain 31 chains Aave 19, Compound 9

Quantified Comparison

The Transition Thesis
Three forces suggest continued architectural transition:

Economic Pressure

Capital flows to highest risk-
adjusted returns. Protocols 

with superior efficiency 
attract disproportionate 

liquidity, creating 
compounding advantages.

Institutional 
Requirements

As traditional finance 
explores onchain 

infrastructure, institutional 
risk management 

requirements favor       
modular architectures. 

Banks cannot use shared 
liquidity pools at scale.

Regulatory Reality

Emerging regulations (MiCA, 
GENIUS Act, Hong Kong 

Stablecoin Ordinance) favor 
compliance 

compartmentalization. 
Modular architectures 
provide this capability.
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Conclusion: The State 
of Onchain Lending

What the Data Shows

The onchain lending sector has undergone significant transformation in 2025, evolving from
experimental DeFi protocols toward institutional infrastructure. The data reveals several
patterns:

Market Scale

From $19.7B (early 2024) to $67.4B (January 2026). Active lending of $3,662,600,787
serving 1,531,614 users with 108,732 weekly active.

Architectural Shift

Isolated markets combined with vault aggregation have attracted significant institutional
capital. Morpho achieved 58,000%+ growth ($11M to $6.412B in 24 months) with $1.25B+ in
institutional loan originations, demonstrating sustained demand for efficient lending
infrastructure.

Asset Expansion

$21B distributed RWA market representing over 400% three-year growth. Tokenized
treasuries at $9.16B lead the market, with commodities at $4.43B and institutional
alternative funds at $2.80B. BlackRock BUIDL at $2.9B validates institutional interest.

Adoption Acceleration

Wave 1 (Coinbase $1.25B+ in 8 months), Wave 2 (Société Générale G-SIB, Ethereum
Foundation $6M+), Wave 3 (17+ integrations reaching 10M+ users).
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Five Observations

Capital Efficiency Attracts Institutional Capital

Protocols achieving 70-90% utilization versus 50-60% for pooled models demonstrate stronger
institutional adoption. The efficiency gap of 15-25 percentage points translates to 27-50% more
capital deployed.

Risk Isolation Attracts Institutional Capital

Banks and institutional investors require compartmentalized risk. Société Générale's selection of
isolated architecture for its first G-SIB DeFi deployment provides a signal about institutional
preferences.

RWA Integration Requires Architectural Capabilities

The $21B distributed to projected $2T+ RWA trajectory (2026 to 2028) represents significant
opportunity. Morpho's $318.6M RWA deposits and institutional partnerships (Fasanara's mF-ONE
$190M in 3 months) demonstrate deployment capability.

Developer Ecosystems Create Network Effects

26 curators generating $13.83M ARR from $4.395B AUC, combined with 17+ B2B2C integrations
reaching 10M+ indirect users, suggests that developer-first infrastructure creates compounding
advantages.

Multi-Chain Presence Captures Migration

With Ethereum at 68% DeFi TVL but showing +14.7% 30d deposit growth alongside explosive
Arbitrum growth (+104.7%), protocols deployed across multiple chains (Morpho: 31, Aave: 19,
Compound: 9) can capture this flow.
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Morpho's Current Position

Category Metric

Market Position $6.412B TVL (#2), 9.5% share, 58,000%+ growth (24mo)

Institutional Originations $1.25B+ via Coinbase, $238M cumulative interest paid

Architecture 1,517 markets + 1,195 vaults

Institutional Partners Coinbase $1.25B+, Ethereum Foundation $6M+, Société Générale (G-SIB), 
Fasanara $190M (3mo), Apollo

Ecosystem 26 curators generating $13.83M ARR from $4.395B AUC. Top: Steakhouse 
$1.26B, Gauntlet $1.13B

RWA $318.6M deposits, $111.3M loans

Multi-Chain 31 chains, #1 on Base

Risk Track Record 0.0010% peak bad debt (April 2024), recent $0.11 from $11,880 
liquidations (0 vaults affected)

Looking Forward

The 2026-2028 period will likely determine which architectural approaches capture the
next phase of growth. Protocols that combine capital efficiency, risk isolation, RWA
capabilities, developer ecosystems, and multi-chain distribution are positioned for the
potential institutional capital wave as traditional finance continues exploring onchain
infrastructure.

The data suggests that architectural choices have measurable consequences for growth,
institutional adoption, and capital efficiency. Whether this pattern continues depends on
execution, regulatory developments, and market conditions.

What the analysis indicates is that in onchain lending, how you build matters as much as what
you build. Architecture shapes outcomes.
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APPENDIX: Methodology 
and Data Sources

Standard Description

TVL Data DefiLlama APIs as of January 12, 2026

Averaging 30-day rolling averages via API data for TVL where specified

Verification Multi-source (DefiLlama, Dune, official announcements)

Snapshot January 12, 2026 for cross-protocol comparison

Historical Baseline January 2024

Quantified Comparison

Source Data Types

DefiLlama Protocol TVL, fees, chain distribution

Dune Analytics Morpho dashboards (gmorpho, vaults-curators, morpho-rwa, 
liquidation, credit-risk)

Official 
Announcements Morpho blog, partnerships, integrations

Industry Reports Standard Chartered, BCG/Ripple, Delphi, Blockworks, RWA.xyz, 
RedStone, Gauntlet, Coinbase Institutional

On-chain Data Etherscan, blockchain explorer APIs

Regulatory Filings SEC documents, MiCA guidelines, GENIUS Act text

Primary Data Sources
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Limitation Impact

Utilization rates Not universally reported; Morpho 70-90% aggregated from vault analysis

Bad debt figures Complete Ethereum data; limited cross-protocol comparison

User counts Direct vs indirect B2B2C estimated from announcements

RWA projections Industry estimates subject to regulatory developments

RWA TVL Challenging to isolate in multi-collateral protocols

Limitations

Milestone Date

Analysis Period January 2024 - January 2026

Data Cutoff January 12, 2026

Report Timeline Details
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