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ABSTRACT

The chapter delves into the application of the supportvector machine (SVM) algorithm
within automated lending protocols for decentralized finance (DeFi) platforms. It
begins by outlining the landscape of decentralized lending and borrowing, highlighting
the transformative nature of blockchain technology and smart contracts in eliminating
intermediaries. Objectives encompass assessing protocol security, scalability, and
regulatory implications, along with exploring socio-economic impacts. Theoretical
underpinnings, including blockchain, smart contracts, economic incentives, and

game theory, inform the discussion, emphasizing the role of SVM in enhancing
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algorithmic decision-making processes. Through SVM, these platforms can optimize
risk management, interest rates, and liquidity provision, thus bolstering financial
inclusivity and stability. The chapter concludes with key findings underscoring the
pivotal role of SVM in advancing DeFi’s core principles of transparency, efficiency,
and decentralization.

1. INTRODUCTION
1.1 Background Information

Financial systems that function without a central authority or middleman and enable
peer-to-peer lending and borrowing through the use of Blockchain technology and
smart contracts are referred to as decentralized lending and borrowing approaches.
Conventional lending and borrowing are dependent on centralized organizations,
such as banks, that manage money transfers and impose costs and rules. With the
goal of upending this paradigm, decentralized finance (DeFi) offers transparent,
open, and permission less financial services. People can lend out their digital assets
(tokens or cryptocurrencies) to others via decentralized lending and borrowing
systems in return for interest, or they can borrow assets by pledging collateral. By
automating the loan and borrowing process and removing the need for middlemen
and counterparty risk, smart contracts—self-executing contracts having the contents
of the agreement explicitly put into code—reduce counterparty risk. Liquidity pools,
where users provide money for lending, and decentralized exchanges (DEXs), where
borrowers can trade in different assets or apply for loans, are essential elements of
decentralized lending and borrowing platforms (Turiel,J. D., etal 2020). Compound,
Aave, and MakerDAO are a few examples of systems that provide decentralized
lending and borrowing services. Research in this field may concentrate on enhancing
the scalability, security, and efficiency of decentralized lending and borrowing
protocols in addition to investigating their effects on stability and financial inclusion.
Investigations on regulatory issues and the incorporation of decentralized finance
into conventional financial systems might also be conducted.

1.2 Objectives

1. Toassessthesecurity, transparency, and user experience of current decentralized
lending and borrowing protocols.

2. To investigate scalability issues within decentralized lending and borrowing
platforms and propose strategies for enhancing their capacity to accommodate
growing user populations and transaction volumes.



18 more pages are available in the full version of this
document, which may be purchased using the "Add to Cart"
button on the publisher's webpage: www.igi-
global.com/chapter/application-of-support-vector-machine-

algorithm-in-automated-lending-protocols-for-decentralized-

finance-platforms/349439

Related Content

Energy-Efficient Cache Invalidation in Wireless Mobile Environment

R. C. Joshi, Manoj Misraand Narottam Chand (2006). Handbook of Research in
Mobile Business: Technical, Methodological, and Social Perspectives (pp. 132-141).
www.irma-international.org/chapter/energy-efficient-cache-invalidation-wireless/19472

Strategic and Business-IT Alignment Under Digital Transformation: Towards
New Insights?

Nabyla Daidj (2019). Business Transformations in the Era of Digitalization (pp. 93-
105).

www.irma-international.org/chapter/strategic-and-business-it-alignment-under-digital-
transformation/220652

Towards an Understanding of User Acceptance to Use Biometrics
Authentication Systems in E-commerce: Using an Extension of the
Technology Acceptance Model

Fahad AL Harby, Rami Qahwajimand Mumtaz Kamala (2010). International Journal
of E-Business Research (pp. 34-55).
www.irma-international.org/article/towards-understanding-user-acceptance-use/45005

Optimizing Recruitment Online: The Critical Importance of Using the Right
Channels

Loubna Alsaghir, Nathalie Abdallahand Stéphane B. Bazan (2020). International
Journal of E-Business Research (pp. 18-33).
www.irma-international.org/article/optimizing-recruitment-online/264464

Mobile Banking and Payment System: A Conceptual Standpoint

Aijaz A. Shaikh, Payam Hanafizadehand Heikki Karjaluoto (2017). International
Journal of E-Business Research (pp. 14-27).
www.irma-international.org/article/mobile-banking-and-payment-system/177163



http://www.igi-global.com/chapter/application-of-support-vector-machine-algorithm-in-automated-lending-protocols-for-decentralized-finance-platforms/349439
http://www.igi-global.com/chapter/application-of-support-vector-machine-algorithm-in-automated-lending-protocols-for-decentralized-finance-platforms/349439
http://www.igi-global.com/chapter/application-of-support-vector-machine-algorithm-in-automated-lending-protocols-for-decentralized-finance-platforms/349439
http://www.igi-global.com/chapter/application-of-support-vector-machine-algorithm-in-automated-lending-protocols-for-decentralized-finance-platforms/349439
http://www.irma-international.org/chapter/energy-efficient-cache-invalidation-wireless/19472
http://www.irma-international.org/chapter/strategic-and-business-it-alignment-under-digital-transformation/220652
http://www.irma-international.org/chapter/strategic-and-business-it-alignment-under-digital-transformation/220652
http://www.irma-international.org/article/towards-understanding-user-acceptance-use/45005
http://www.irma-international.org/article/optimizing-recruitment-online/264464
http://www.irma-international.org/article/mobile-banking-and-payment-system/177163

