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ABSTRACT

The emergence of decentralised finance (DeFi) - defined here as a system allowing for the provision of financial services
based on distributed ledger technologies (DLTs) - may disrupt the corporate finance field by offering a cheaper, simpler and
less time-consuming funding alternative for companies. DeFi may, therefore, improve access to the financial markets. The
paper seeks to test whether this premise is indeed accurate by comparing the process of a traditional international bond
issue with that of a bond issue using DLTs and analysing, from the perspective of the issuer, certain legal and economic
matters that could impact its decision to issue on the blockchain: the holding structure of the bonds issued, the settlement
process, the risks borne by the issuer (maxime, settlement risk and operational risk) and the costs incurred. The study suggests
that, presently, DeFi does not introduce substantial time/cost efficiencies or simplicity in the issuance process, although the
automation enabled by the employment of smart-contracts and DLTs will likely yield such benefits in the future. Moreover, it
was found that DeFi is not certain to eliminate the intermediated nature of the bonds issued (nor is it necessarily desirable
for the issuer that it does) and operational risk is still widely present in a bond issue under DeFi (in the form of legal
uncertainty and technological failure). The paper concludes that DeFi is already a funding alternative to be considered by
companies for, inter alia, enabling a more efficient settlement process and diversification of the investor base, as well as for
reputational reasons. These conclusions are, however, limited in scope since they are based on a single type of financial
transaction and may be impacted by the analysis of further legal and economic issues (such as those related to tax,
insolvency, transferability matters) and by the consideration of quantitative data (in particular concerning the costs incurred
with the transactions).
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