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UDC 336.74:004.9:330.322
THE CRYPTO SPACE AND TRADITIONAL FINANCE: FROM
COMPETITION TO INTEGRATION
Tetiana Krychevska

KPUIITOITPOCTIP I TPAIUIIIIHI ®IHAHCH:
BIJI KOHKYPEHIIII 1O IHTEI' PAIII
KpuueBcbka Tersina OuiekcanapiBHa
Doctor of Sciences (Economics), Senior Researcher
State Organization “Institute for Economics and Forecasting of National Academy
of Sciences of Ukraine”, Kyiv

The unrestricted creation of financial assets, the intermediation of all
interactions through crypto assets, and the increasing complexity of the crypto asset
space have given rise to characteristics such as extreme volatility, hyper-
financialization, the emergence of centralized, opaque, and unregulated hyper-
intermediaries, and the lack of distinction between professional and non-
professional participants in the crypto market [1].

The hyper-financialization of the crypto space has driven its integration with
the financial establishment. The rapid rise in Bitcoin's value during the 2017 ICO
boom created demand from institutional investors for regulated instruments that
would allow them to profit from cryptocurrency price fluctuations without directly
engaging with the world of crypto assets. By the end of 2017, Chicago’s two largest
derivatives exchanges — CME and CBOE -had received approval from the U.S.
CFTC to trade Bitcoin futures. Bitcoin’s two most significant price surges — aside
from the one caused by D.Trump's 2024 US presidential election victory — were
related with key regulatory milestones, such as the SEC’s approval of the first
Bitcoin futures ETF in November 2021 and its approval of the first 11 spot Bitcoin
ETFs, including those from BlackRock and Fidelity, in January 2024 after years of
rejection. The approval of spot ETFs was the outcome of a joint effort by the crypto
sector and TradFi in opposition to the SEC, ultimately culminating in the Grayscale
vs. SEC court ruling.

Another form of crypto-TradFi integration emerged through crypto projects
developed by former TradFi professionals, offering services that were prohibited in
traditional finance. The influx of professional financiers into the crypto space
following the 2017 ICO boom led to the rapid development of financial instruments
that were not constrained by regulation. Perpetual futures began to dominate the
crypto asset market, offering retail investors to bet not only on price increases but
also on price declines, and to use extremely high leverage.

Another aspect of crypto-TradFi integration is the paradox that a system
originally designed to eliminate trust has increasingly faced trust issues. As a result,
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it has begun seeking trust sources in traditional finance. This process unfolded
through stablecoins pegged to sovereign currencies, joint projects with financial
intermediaries offering more familiar and secure “gateways” into the crypto asset
world, cooperation with regulators, and lobbying efforts that facilitated the rapid
spread of new hybrid instruments integrating traditional finance and the crypto
space.

A more recent development in TradFi-Crypto integration is the rise of
platforms facilitating the tokenization of real-world assets and their use in DeFi-
specific financial operations. One bright example is Ondo Finance, a decentralized
platform built on the Ethereum blockchain that aims to integrate traditional finance
(TradF1) and decentralized finance (DeFi) through the tokenization of real-world
assets. The project was founded in 2021 by N. Allman and P. Suran, former Goldman
Sachs employees. Ondo Finance positions itself as a representative of “Wall Street
2.0”, leveraging tokenization, smart contracts, and decentralized protocols to
provide global, seamless access to a broad range of assets, instant settlements, and
automated regulatory compliance'. The project offers the following products: OUSG
(Ondo Short-Term U.S. Treasuries) — a tokenized version of an ETF on short-term
U.S. Treasury bills. Access to OUSG is restricted to accredited investors in the U.S;
Flux Finance — a decentralized lending protocol that allows users to supply and
borrow stablecoins such as USDT or DAI using OUSG as collateral, effectively
creating an on-chain repo market for Treasury bills; USDY (U.S. Dollar Yield) — a
yield-bearing stablecoin backed by short-term U.S. Treasury bonds and demand
bank deposits, designed for retail investors outside the U.S. Unlike traditional
stablecoins, it generates returns for holders (e.g., as of February 11, 2025, it offered
an annual yield of 4.35%). Initially available only on the Ethereum network with
limited functionality, by the time of writing, it has expanded to Ethereum, Mantle,
Solana, Sui, Aptos, Noble, Arbitrum, and Plume Mainnet. USDY's functionality is
also expanding — it has been integrated into a wide range of custodians, DEXs,
lending protocols, centralized exchanges, payment providers, and more.

The crypto sphere’s ultimate goal is now to gain legitimacy while
maintaining the softest possible regulatory framework — preferably one it helps
shape itself.

CrrcoK BUKOPHUCTAHUX JKEpe

1. KpuueBceka T. O. IIpocTip KpHUNTOAKTHBIB: JIOTiKa PO3BUTKY,
CTPYKTYpa, BIaCTHBOCTI Ta B3aeMoii. CtaTTs nepiia. [neomnoris, TeXHOIOTIT, MUIsIX
JI0 PO3MAITTSI Ta TUMOJIOTISI KPUNTOAKTUBIB. Exonomiuna meopis. 2024. Ne 4. C. 5—
28. URL.: https://doi.org/10.15407/etet2024.04.005

' URL: https://blog.ondo.finance/towards-the-open-economy/ (nara 3sepaenns 30.03.2025)
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