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What is DeFi?

DeFi = Decentralized Finance

• Financial services (trading, lending, saving) that run
on blockchain code instead of banks

• No middleman – software does what bankers used
to do

• Open to anyone with an internet connection

• Available 24/7, no business hours

Think of it like this:

• Traditional finance = calling a taxi dispatcher

• DeFi = using a ride-sharing app directly

• The “app” is a smart contract: code that runs
automatically on a blockchain

Key fact: Over $100 billion is currently deposited in DeFi
protocols worldwide.

DeFi removes intermediaries by replacing them with transparent, auditable computer code.
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Step Zero: Your Crypto Wallet

Your Crypto Wallet = Your Digital Mailbox

PUBLIC ADDRESS

= Your mailbox address

0x7a3B...f92E

Anyone can send
you crypto here

SAFE TO SHARE

PRIVATE KEY

= Your mailbox key

********...****

Only YOU can
spend your crypto

NEVER SHARE!

A wallet does not store coins -- it stores the keys that control them.

Before using DeFi, you need a wallet. It stores your keys, not your coins. MetaMask is the most popular choice.
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Trading: How a Token Swap Works

How a Token Swap Works (Like Trading Fruit!)

YOU HAVE

ETH
(like apples)

SWAP POOL

Shared trading pot
with both tokens

  Step 1:
  Send ETH  

YOU GET

USDC
(like oranges)

  Step 2:
  Receive USDC  

Small fee (0.3%)
goes to the pool providers

A swap is the simplest DeFi action: exchange one token for another, instantly, without an account.
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Behind the Swap: Liquidity Pools

Liquidity Pool = Shared Trading Pot

THE POOL

ETH
(Token A)

USDC
(Token B)

You add
tokens

You earn
trading fees!

Traders swap tokens from this pool and pay a small fee.

You get a share of those fees for providing your tokens.

Liquidity pools replace traditional order books. Anyone can contribute tokens and earn a share of trading fees.
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Three Core DeFi Services

TRADE
Swap one token for another on a DEX

(decentralized exchange).

Like: currency exchange at the airport, but
automated.

Examples:
Uniswap, Curve

LEND / BORROW
Deposit tokens to earn interest, or borrow

against collateral.

Like: a savings account and a pawn shop,
combined.

Examples:
Aave, Compound

SAVE
Use stablecoins (tokens worth $1) to earn

yield without price swings.

Like: a high-interest savings account, but
on-chain.

Examples:
USDC, DAI

These three services form the foundation of DeFi. Everything else builds on top of them.
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Stablecoins: Keeping a Token Worth $1

How to Keep a Token Worth $1

Fiat-Backed

USDC, USDT

Gift card
backed by
real dollars

in a bank vault

Trust: The company

Safest

Crypto-Backed

DAI

Pawn shop loan:
lock $150 of crypto

to get $100
stable token

Trust: Smart contract

Medium

Algorithmic

UST (failed)

Computer program
tries to balance

supply & demand
automatically

Trust: The algorithm

Risky!

Stablecoins are the “cash” of DeFi. Fiat-backed (USDC) is the safest type for beginners.
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Gas Fees: Why Transactions Cost Money

0 10 20 30 40 50 60
Typical Cost in USD (Ethereum mainnet, 2025)

Send ETH
(simple transfer)

Swap tokens
(trade on DEX)

Mint an NFT
(create digital art)

Deploy contract
(launch an app)

~$2.50

~$8.00

~$15.00

~$50.00

Gas fee = postage stamp
More complex letter

= more stamps needed

Fees vary with network congestion (like surge pricing)

Gas Fees: What Does Each Action Cost?

Gas fees pay the network validators who process your transaction. Busier network = higher fees.
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CEX vs DEX: Two Ways to Trade

CEX vs DEX: Two Ways to Trade Crypto

CEX (Centralized Exchange)
e.g., Coinbase, Binance

DEX (Decentralized Exchange)
e.g., Uniswap, Curve

You

Company
holds your crypto

(like a bank)

  Give them
  your crypto  

Trade happens
on company servers

  They trade
  for you  

You

Smart contract
(automated code)

no middleman!

  You keep
  your crypto  

Trade happens
on the blockchain

  Code trades
  directly  

CEX = Easy to use, but they control your money
DEX = You stay in control, but need a wallet

Most beginners start on a CEX (Coinbase), then graduate to DEXs (Uniswap) as they learn.
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Try It: Your First DeFi Trade

Your First DeFi Trade in 5 Steps

1. Install
Wallet

MetaMask
or similar

2. Add
Funds

Buy ETH on
an exchange

3. Connect
to DEX

Click
"Connect Wallet"

4. Pick
Tokens

Choose what
to swap

5. Confirm
Swap!

Review &
approve

Done!
You traded
on DeFi!

Start with a small amount on a test network (Sepolia) before using real money.
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Stay Safe: The DeFi Risk Guide

DeFi Risk Guide: Know Before You Go

LOWER RISK

MEDIUM RISK

HIGH RISK

Established Protocols
Uniswap, Aave, MakerDAO
Audited code, years of use
Billions in TVL

Newer Protocols
Less battle-tested code
Smaller community
Check: Is there an audit report?

Unknown / No Audit
No audit, anonymous team
"Too good to be true" APY
You could lose everything!

Rule of thumb: if the promised returns sound too good to be true, they probably are.
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How Big is DeFi?

0 1000 2000 3000 4000 5000 6000 7000
Billions of USD

Netflix annual
revenue

DeFi Total
Value Locked

Apple cash
reserves

Swiss GDP

US federal
budget

$34B

$100B

$160B

$800B

$6750B

DeFi is here!
Growing fast since 2020

TVL = Total Value Locked (money deposited in DeFi protocols)

DeFi TVL in Perspective (2025)

TVL (Total Value Locked) measures how much money users have deposited. DeFi grew from near zero in 2019 to over $100B.
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Getting Started Safely

Four Rules for Beginners:

1. Never share your private key – not with anyone, not
with any website

2. Start small – use test networks or small amounts
until you are comfortable

3. Check the protocol – use only audited, well-known
platforms

4. Bookmark official sites – phishing sites look
identical to real ones

Recommended first steps:

1. Install MetaMask browser extension

2. Switch to Sepolia test network

3. Get free test ETH from a faucet

4. Try a swap on Uniswap (testnet)

5. Explore Etherscan to see your transactions

All of this is free and risk-free on a test network!

The safest way to learn DeFi is on a test network where tokens have no real value.
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Your DeFi Learning Journey

Your DeFi Learning Journey

BEGINNER

Set up a wallet
Learn what keys are

EXPLORER

Try a token swap
Understand gas fees

  You can
do this!  

PRACTITIONER

Provide liquidity
Earn trading fees

  Getting
confident  

INTERMEDIATE

Explore lending
Learn about risk

  Building
skills  

ADVANCED

Yield strategies
Governance voting

  Almost
an expert!  

YOU ARE
HERE

There is no rush. Take one step at a time and build confidence before moving to the next level.
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Key Takeaways

What you learned today:

1. DeFi replaces banks with code – open, 24/7, no
middleman

2. A wallet stores your keys (public = address, private
= password)

3. Swaps, lending, stablecoins are the three core
services

4. Gas fees pay for network processing

What to do next:

• Install MetaMask and explore

• Try a swap on a test network

• Read the main DeFi lecture for deeper understanding

• Check the DeFi Deep Dive addendum for advanced
charts

Remember: everyone was a beginner once. The DeFi community
is welcoming and the documentation is improving every day.

DeFi is complex, but the basics are simple: wallets hold keys, pools enable trading, code replaces bankers.
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