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The information developed in this report is intended to be as reliable as 
possible at the time of publication and is prepared by a team of 
professionals. This information does not constitute managerial, legal, or 
accounting advice, nor should it be considered a corporate policy guide, 
laboratory manual, or an endorsement of any product, and the nature of 
the information is not speculative, but based on fundamental research 
and available market data. Peak Blockchain and the author assume no 
responsibility for any loss or damage that might result from reliance on 
the reported information or its use.
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The Concept of Crypto lending boomed in the last 2 years as 

the whole Crypto industry got increased attention. More so 

because the Defi sector saw an increase in adoption and 

the number of Defi Platforms also increased. Crypto lending 

is nothing but banking for the crypto world. It allows crypto 

investors to borrow loans in cash or cryptos by offering 

cryptocurrencies owned by them as collateral.

At present, Crypto lending has become one of the most 

popular and successful Defi services. Many crypto 

exchanges and crypto platforms are offering borrowing and 

lending services. 

Decentralization is a core part of the crypto world. In crypto 

world, Defi defines the growing market of all the financial 

products and services that are built on the blockchain 

network. 

The process of depositing cryptocurrency, which is then lent 

out to borrowers in return for some interest payments is 

known as Crypto Lending. Payments are made in the form of 

crypto currency that can be deposited and compounded 

on a daily, weekly or a monthly basis. 

Two main types of crypto lending platforms are: 

Decentralized crypto lenders and Centralized crypto 

lenders. Both types offer high interest rates and both require 

borrowers to deposit some collateral to access a crypto 

loan. Borrowers can utilize these crypto lending platforms to 

get cash loans using their crypto holdings as collateral.



Crypto lending is a type of Defi that provides a platform 
for investors to lend their cryptocurrency to borrowers in 
order to earn a passive income in the form of interest 
payments. Many crypto platforms that specialize in 
lending crypto also accept stable coins apart from other 
cryptos. 

When we talk about crypto lending, borrowers also have 
the opportunity to stake their cryptocurrency as 
guarantees of loan repayment or as  security.

Let’s understand the concept through an example. For 
instance, you have 20 bitcoins and you want to earn a 
passive income with them. So, you’ll have the chance to 
deposit them into a crypto lending platform wallet. The 
timeframe of earning the interest could be every month or 
every week. The interest rates can also differ, they can go 
anywhere from 3% to 17%. And in some cases, even as 
high as 20%.

Lend/Borrow Cryptocurrency

To borrow cryptocurrency, one needs to find a suitable 
platform. Once a suitable platform is found, you need to 
see if you can borrow the type of crypto  you want to 
lend. Not every platform would have all cryptos available. 
Moreover, you would need to find out the yearly returns 
on the crypto you want to lend. Taking a crypto loan is 
quite easy when compared to the traditional loans. You 
will get a loan amount depending on how much 
collateral you can use. The loan-to-value refers to the 
amount of loan against the total collateral value.
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For instance, if somebody puts up $10000 in crypto as 
collateral and then if you receive the loan of amount 
$5000, the LTV ratio would be 50%. And in general, crypto 
loans usually come with very low LTV ratios because of the 
high volatility of crypto markets.

Think of a saving accounts, with a savings account, you 
keep your money in your bank account while the bank 
uses that money to lend that money and in return pays 
you some percentage of interest. Similarly, in the case of 
crypto lending, one can earn interest payments by 
lending crypto currencies. Similar to borrowing, for 
lending, one needs to find the right platform and think of 
the exchange they want (fixed or flexible exchange). 

Now, it comes down to the total number of coins you 
want to lend. This depends on the market conditions and 
on the risk taking capacity of an individual.  Once crypto 
loan is given out,  one needs to stake their crypto 
collateral and then wait for investors to fund the loan . The 
investors will receive the interest and once the loan is paid 
back by the borrower, the collateral (crypto) is returned. 
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Workflow

Deposits Fiat Currency

Borrower                                                                      Lender

Receives collateral back                        Receives funds back 
after repayment                                 with interest (passive income)

Figure: 1 Workflow

Crypto lending happens through a third party that connects              

lenders and borrowers. The lenders are the ones that want

to grow the output of their respective assets. The borrowers

are the ones looking for funds. In the whole process, the 

crypto lending platform is a third party that facilitates lending 
and borrowing transactions.
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The crypto lending process happens in the below 
mentioned steps :-

• The borrower goes to a crypto lending platform and 
requests a crypto loan.

• The borrower would have to stake the crypto collateral 
as soon as the loan request is accepted.

• Using the platform, the lenders will automatically fund 
the loan, which is a process that can not be viewed by 
the investors.

• Investors will receive regular interests as payments.

• Then, once the borrower manages to pay back the 
whole loan amount, he/she will get back the crypto 
collateral.

Every platform can come up with its own way of lending 
cryptos, but overall, this is how the process takes place.

Risk Mitigation is one of the most important areas in the 
financial sector. Just like, in traditional finance, collateral is 
used in borrowing and lending, In crypto community, 
collateral tokens serve as a risk-mitigating asset for lenders 
and borrowers that want to get a crypto loan. In the 
crypto world, when you want to borrow crypto currency 
and the lender wants to mitigate his/her risk, they ask for 
collateral. Since all the communication between the 
lender and borrower happens on the blockchain, 
collateral tokens came into existence. Essentially, 
borrowers deposit a set amount of one token in order to 
receive a set amount of a different token. (BTC or ETH)
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There are many collateral tokens nowadays. For instance 
one of the most recognizable collateral token at present is 
COLL or Collateral pay. This token was specifically 
designed to serve as a collateral token. Additionally, 
crypto enthusiasts can use COLL to pay for goods and 
services in fiat. This flexibility is a plus point for crypto 
investors as it gives them a versatile portfolio that can also 
be utilized on a daily basis.
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NFTs are another red-hot 

asset class in crypto, with 

over billions of dollars 

traded every month. But 

these NFTs aren’t just 

restricted to buying and 

selling. NFT lending is 

another crucial aspect 

where in anyone can use 

an NFT as a collateral to 

lend or borrow crypto 

currencies. One of the 

most popular NFT lending 

platform, NFTfi, allows 
borrowers to use NFTs they 

own to access the liquidity 

they need.

Around 625,000 Bitcoins 

worth close to $30 Billion 
are estimated to be in use 

as collateral



Below we have presented few statistics around NFT 

lending market. The number of NFT based loans have 

gradually increased in the past few years.
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(NFTfi)

$263,521,062
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Monthly NFTfi loan volume (USD)

Out of 10000 unique 

NFTs on Bored ape 

yacht club, 7813 

were used for a 

$100k loan on NFTfi

Name Country Currency LTV

NFTfi South Africa ETH, DAI Up to 50%

Arcade USA wETH, USDC, 
DAI

Unknown

Nexo UK ETH, Stable 
coins

10-20%

Figure 2 :Monthly NFT Fi loan volume

Table 1: Top NFT Lending Platforms

Top NFT lending Platforms



• Margin Calls – When users pledge collateral to borrow, 

a drop in the collateral’s value can trigger margin call, 

which would mean that the borrower will have to  

deposit more collateral to get the original LTV or risk 

liquidation.

• Illiquidity – There are only a few crypto lending platforms 

that allow lenders to withdraw and access funds without 

any long waiting period. Most of them have long 

waiting time, which makes these crypto funds illiquid.

• Unregulated- Since there is no such regulatory authority 

in the crypto ecosystem, crypto lending platforms do 

not offer the same protections that banks do.

• High Interest Rates- Though some crypto loans offer low 

rates, most crypto loans charge over 5% APR, with some 

charging up to 13% APR
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The increase in the popularity of DEFI has strengthened 
the prospects of Blockchain implementation. The main 
reason why Defi has gained attention in recent times is 
because it has garnered substantial amounts of capital 
for various businesses. The total value locked in Defi 
protocols stands at almost $77.46 Billion . This has 
influenced the growth of DEFI lending. Defi lending is all 
about offering crypto-based loans on a decentralized 
platform.

Moreover, among all the Dapps, Defi has the highest 
lending growth rate globally, making it one of the most 
prominent contributors utilized for locking crypto assets.

DEFI Lending Working
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Figure 4: DEFI TVL (Segment wise)

The above bar chart clearly depicts that crypto 

lending/borrowing was the largest single segment of DEFI 

in 2021. DEFI lending and borrowing made up close to half 

of the total value locked in DEFI. 

Top DEFI lending Tokens (as per market 

capitalization)
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Lending DEXes Assets Derivatives Payments

TVL (In Billion $) 47.4 24.95 17.19 2.21 1.89
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Token Platform Price Market Cap

Aave (AAVE) Ethereum $82.18 $1.13 B

Maker (MKR) Ethereum $783.14 $747.18 M

Compound 
(COMP)

Ethereum $64.32 $456.86 M

Kava (KAVA) Cosmos $1.57 $384.21 M

Table 2: Top Defi Platforms

Total Value Locked in Different DEFI segments 

(Ethereum Network)



Total Value Locked across multiple Defi 
blockchains form 2018-2022

Figure 5: TVL Defi 2018-2022

The market value of Defi has declined and come down to 

less than $80 Billion in 2022. These changes are caused by 

the Terra (Luna) crash and its stable coin Terra USD (UST), 

which happened in May 2022. Coins such as USDD lost 

their peg to the US dollar as well. 
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The above matrix represents a sea of lending companies. There 

are many lending companies that enter the market every year. 

This shows the promise of the lending industry in crypto and the 

market is rapidly growing.

Big

Small

InstitutionalRetail
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Platform Lending 
duration

Return Lendabl
e coins

Stable 
coin 
lending 
rate

Coins 
and 
Altcoin 
APY

You Hodler Unlimited 12.7% 25 12.07% 4.62%

BlockFi Unlimited 9.3% 10 8.74% 3.65%

Crypto.com Up to 90 
days

12% 35 10% 3.35%

Coin Loan Up to 90 
days

12.3 N/A 10.03% N/A

Binance Up to 90 
days

7% N/A 6.67% 5.2%

Table 3: Comparative Analysis of 

crypto lending platforms



Overall, the best crypto lending platforms for most returns 
on stable coins lending are  and Youhodler, Coin loan 
and crypto.com as they offer higher return with a rate of 
12.7%, 12.3% and 12%  respectively.

In terms of accepting the most lendable coins, 
Crypto.com and You hodler take the charge as they 
accept 35 and 25 lendable tokens respectively. 

The APY (Annual Percentage yield) section is also 
dominated by Youhodler as it gives close to 4.62% APY 
followed by BlockFI and Crypto.com at 3.65% and 3.35% 
respectively.
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Crypto Lending Bank Lending

• Traditional banks have been 
around for quite sometime 
now, yet they haven’t been 
able to evolve much and 
still they have a lengthier 
process that takes a lot of 
time. Whereas Crypto 
lending is much faster and 
efficient

• There is no price volatility 
since the loan amount is in 
the fiat currency. This 
reduces the risk of any 
negative price fluctuation. 
Moreover there are very 
few crypto lending 
platforms that offer crypto 
loans at present.

• Since Crypto lending is a 
blockchain-based concept, 
it offers high level of 
liquidity, which traditional 
banks do not provide. 

• Since the crypto and 
blockchain ecosystem do 
not have any regulatory 
body, it makes bank lending 
much more secure and 
reliable.
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Crypto Lending Bank Lending

The accessibility to loans is 
much better in the crypto 
world. In traditional banking, a 
user would have to prove 
himself worthy of taking a 
loan. A user would be required 
to have a decent credit score 
before applying for a loan. On 
the other hand, crypto lending 
platforms do not check any 
kind of credit scores and is 
much easy to access a crypto 
loan.

The crypto lending market is 
still in infancy. A loan amount 
large enough to purchase big-
ticket items are still not 
common in crypto lending. 
Hence, if a user wants to take a 
loan for a big-ticket item, 
he/she should opt for bank 
lending.

In this article, we have discussed the concept of 

Crypto lending. As per the current scenario, the 

crypto lending market has been on the rise, but it is 

not very substantial. However, experts predict that 

there is a huge potential for bitcoin as collateral. And 

as of today, more than 625,000 BTC are used as 

collateral.

It is quite evident that the crypto lending market is 

growing, and some people are seeing it as a great 

alternative to earn some passive income (interest 

payments). However, As per our understanding, 
crypto lending industry is highly volatile and risky.

Table 4: Difference between Crypto and Bank lending



As with the entire crypto ecosystem, the crypto market is 

not that stable. Many crypto projects are getting delisted, 

and people are losing their money. Similarly, crypto 

lending platforms are for people with high risk-taking 

capacity. Apart from people who can take big risks, 

crypto lending may also be a great alternative for people 

who do not or cannot have access to the traditional 

banking system (savings account, credit score etc.). They 

can explore crypto lending platforms in order to fulfill their 

requirement for funds. 

Essentially, We believe that the crypto ecosystem lacks 

proper regulation as many companies in this space have 

gone bankrupt or got delisted and due to this the whole 

crypto industry becomes a high-risk industry. So, any user 

who wants to explore crypto lending should be wary of all 

the risks associated with it and should be mindful while 

selecting a suitable lending platform.
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