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May you discover the power of dreams and the magic of your own
journey.

To those who dare to dream beyond the confines of reality,
Who find solace in the whispers of imagination,

In your hands, we entrust the magic of worlds yet unseen,
For without you, these pages would wander through eternity,
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Imagination, our most faithful companion and guide,
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In the harbor of the mundane, never to embark on the infinite
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For you are the architects of the worlds that never were,
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1 Abstract

English

The advent of decentralized finance (DeFi) has engendered a myriad of 1
novel challenges and prospects for investors, intermediaries, and regula-
tory bodies alike. To navigate this complex landscape, it is imperative to
understand the intricate interplay between behavioral finance and public
policy, enabling the development of efficacious regulatory strategies that
tackle these challenges while harnessing and capitalizing on the advantages
and benefits offered by DeFi. This conceptual literature review investigates
DeFi's transformative potential within financial systems and the associated
risks, encompassing smart contract vulnerabilities, dependencies on other
protocols, decentralization shams and trust mechanisms. By dissecting the
complexities at the intersection of behavioral finance and public policy, this
study delves into the decision-making processes in financial markets and
regulatory public policymaking, particularly within the context of DeFi.
Subsequently, recommendations for refining regulatory frameworks and
practices to facilitate a more robust and adaptive financial ecosystem are
proposed, taking findings from behavioral finance into account. In short,
the answer to regulating DeFi, may be found in regulating peers based on
their offered services (if any), making them responsible for compliance
with financial market regulation, trade law, tax law, and other provisions as
applicable.

German

Das Aufkommen von decentralized Finance (DeFi) hat eine Vielzahl 2
neuer Herausforderungen und Chancen fiir Anleger, Intermedidre und
Regulierungsbehorden gleichermaflen geschaffen. Um in dieser komplex-
en Landschaft navigieren zu koénnen, ist es unerldsslich, das komplexe
Zusammenspiel zwischen behavioural finance und public policy zu ver-
stehen, um wirksame Regulierungsstrategien zu entwickeln, um diese
Herausforderungen zu bewiltigen und gleichzeitig die Vorteile und Chan-
cen, die DeFi bietet, nutzen und ausschopfen zu konnen. Diese konzep-
tionelle Literaturarbeit untersucht das transformative Potenzial von DeFi
innerhalb der Finanzsysteme und die damit verbundenen Risiken, ein-
schliefSlich der Schwachstellen von Smart Contracts, Abhédngigkeiten von

17
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1 Abstract

anderen Protokollen, Dezentralisierungsschwindel und Vertrauensmecha-
nismen. Durch die Aufgliederung der Komplexitit an der Schnittstelle
von behavioral finance und public policy analysiert diese Arbeit die
Entscheidungsprozesse in Finanzmarkten und regulatorischen public policy
Entscheidungen, insbesondere im Kontext von DeFi. Anschlieflend werden
Empfehlungen zur Verfeinerung der regulatorischen Rahmenbedingungen
und Praktiken vorgeschlagen, um ein robusteres und anpassungsfahigeres
Finanzokosystem zu ermdglichen, unter Beriicksichtigung von Erkenntnis-
sen aus dem behavioral finance Bereich. Kurzum, die Antwort betreffend
die Art der Regulierung von DeFi konnte darin bestehen, Peers auf der
Grundlage der von ihnen angebotenen Dienstleistungen zu regulieren und
sie fiir die Einhaltung der Finanzmarktregulierung, des Handelsrechts, des
Steuerrechts und anderer Vorschriften, soweit anwendbar, verantwortlich
zu machen.

Keywords: Financial literacy, behavioral economics, imperfect information,
heuristics, trust, nudging, decision-making environment, ecological rational-
ity, behavioral finance, behavioral biases, investment decision making, in-
formation asymmetry, public policy, sociology of law, DeFi, decentralized
finance, market efficiency, prospect theory, investor psychology, investor be-
havior, social sciences, legal studies, investment decisions, cryptocurrencies,
decentralization, herding, bitcoin, risk, perceived risk, behavioral economics,
regulation, public policy, finance, financial market, financial institution, fi-
nancial regulation, government policy, corporate governance, financial crisis,
regulation of financial institutions.
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1 Abstract

Bergt, J. (2023). Sociology of law as a candle in the dark & decentralization
theater
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