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Introduction 
 

Index Objective 

The CoinDesk DeFi Index is designed to measure the market capitalization weighted 
performance of some of the largest and most liquid digital assets classified in the 
Decentralized Finance (“DeFi”) sector that meet certain trading and custody 
requirements.  

Important Note: The CoinDesk DeFi Index will transition to the CoinDesk Select 
Sector Indices Methodology as of the July 2022 reconstitution. The calculation 
algorithm will be modified to align with the CoinDesk Select Sector Indices 
Methodology as of June 25, 2022. 

Additional Details 

The CoinDesk DeFi Index (the “Index”) is based on the Digital Asset Classification 
Standard (DACS). Constituents of the Index must be included in DACS and assigned to 
the DeFi sector. For more information on DACS including Sector definitions, please 
refer to the DACS Glossary. 

This methodology was created by CoinDesk Indices (“CDI”) to achieve the Index 
Objective stated above. There may be circumstances or market events which require 
CDI, in its sole discretion, to deviate from these rules to ensure the Index continues to 
meet its Index Objective.  

This document should be read in conjunction with the CoinDesk Digital Asset Indices 
Policy Methodology. 
 
Table 1: Index Details 
  

Index Name Symbol Launch Date Base Date Base Value 

CoinDesk DeFi Index DFX 7/19/2021 5/10/2021 1000.00 

 
 

Eligibility Criteria 
 

Universe Eligibility 

To be included in the Universe, a digital asset must be included in the most recently 
published Digital Assets Classification Standard (DACS) report and meet the following 
additional criteria: 

1. One of the largest 200 digital assets based on 90-day median market 
capitalization within DACS 

2. Assigned to the Decentralized Finance (DeFi) sector within DACS 
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3. Must be an ERC-20 token issued on the Ethereum network 
 

 
Cohort Eligibility 
 
To ensure availability of complete data for all potential index constituents, a Cohort is 
established for the Index. 
 
To be included in the Cohort, a digital asset must meet the Universe Eligibility Criteria 
as  in the Reconstitution Reference Date and listed on an eligible exchange during the 
Review Period, as defined in Index Maintenance. 
 

Index Eligibility 
 
At the time of Reconstitution, each digital asset in the Cohort is evaluated relative to the 
entire Cohort to determine index eligibility based on the following criteria: 

Criteria 1: The median market capitalization of the digital asset must be greater than or    
equal to the minimum median market capitalization for the Cohort. 

The median market capitalization of each digital asset is the median of its daily 
closing market capitalization during the Review Period. 

The minimum median market capitalization for the Cohort is the median market 
capitalization of all digital assets (as defined above) in the Cohort multiplied by a 
period market capitalization constant defined in Table 3.  

Criteria 2: The closing market capitalization of the digital asset must be greater than or 
equal to the minimum average market capitalization for the Cohort. 

The closing market capitalization of each digital asset is its market capitalization 
on the Reconstitution Reference Date.  

The minimum average market capitalization for the Cohort is the average closing 
market capitalization of all digital assets (as defined above) in the Cohort 
multiplied by a closing market capitalization constant defined in Table 3. 

Criteria 3: The liquidity ratio of the digital asset must be greater than or equal to the 
minimum liquidity ratio for the Cohort. 

The liquidity ratio of each digital asset is the ratio of its total dollar volume across 
eligible exchanges to the total dollar volume of the Cohort during the Review 
Period.  

The minimum liquidity ratio for the Cohort is the average liquidity ratio of all digital 
assets (as defined above) multiplied by a liquidity constant as defined in Table 3. 

Criteria 4: Custodian services for the digital asset must be available from Coinbase 
Custody, a division of Coinbase Global Inc.  
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Criteria 5: The digital asset must be trading and quoted in USD on at least three eligible 
exchanges as of the Reconstitution Reference Date.  

 

 

 

Table 3: Summary of Index Eligibility Criteria 
 

Criteria Tested for 
each Digital Asset 

Measurement 
Period 

Inclusion Requirements 

Criteria 1: Median 
Market Cap 

Full Review 
Period 

>=Median Market Cap of Cohort * 0.33 

Criteria 2: Closing 
Market Cap 

Last Day of 
Review Period 

>=Mean Closing Market Cap of Cohort * 
0.40 

Criteria 3: Liquidity 
Ratio 

Full Review 
Period 

>=Mean Liquidity Ratio of Cohort * 0.33 

Criteria 4: Custody 
Last Day of 
Review Period 

Must Pass 

Criteria 5: Markets >=3 exchanges 

 
CDI believes unnecessary turnover should be avoided; therefore, it   provides a 
seasoning period for potential additions and deletions. Non-constituents must pass the 
Inclusion Requirements for two consecutive quarters before being eligible for addition 
and current constituents must fail the Inclusion Requirements for two consecutive 
quarters before being removed.  

The Selection Universe is defined as digital assets included in the Cohort that meet one 
of the following criteria based on Table 3: 

• Index constituents that pass all the Inclusion Requirements 

• Index constituents that failed to pass all the Inclusion Requirements this period 
but passed all the Inclusion Requirements in the prior reconstitution. (Note that 
any current constituent that drops out of the Cohort will not be eligible for the 
seasoning period and will be removed at the reconstitution) 

• Non-constituents that pass all the Inclusion Requirements for two consecutive 
quarters 
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Index Construction 
 
Constituent Selection 
 
The final constituents are determined based on the following steps: 

Step 1: Each digital asset in the Selection Universe is ranked by its closing 
market capitalization (as determined in the above Criteria 2 ) in descending 
order.  

Step 2: All current constituents are selected for index inclusion. 

Step 3: If Step 2 results in fewer than 10 digital assets selected, the highest 
ranked non-constituents are included until a maximum of 10 digital assets are 
selected for index inclusion. 

Step 4: If Step 3 results in fewer than 5 digital assets selected, the Index 
Committee will determine the appropriate action and may temporarily relax 
market capitalization and/or liquidity requirements until 5 digital assets are 
selected. 

 

Circulating Supply 
 
At 4PM New York local time, the circulating supply is updated based on data from 
network nodes operated by TradeBlock. 
 

Constituent Weighting 
 
Constituents are market capitalization weighted.  
   

Index Calculation 
 
The indices are calculated in real-time using reference rates for each underlying 
constituent as described below. 

 
Constituent Pricing 
 
Real-time “spot” reference rates for constituent digital assets are calculated 
approximately every 5 seconds by CDI, using a volume weighted average price (VWAP) 
across three contributing exchanges over the prior 60 minutes. Price and volume inputs 
are sourced and normalized from the contributing exchanges. Additional validations on 
the data inputs, such as outliers, are not performed. 
 
Contributing exchanges for each constituent digital asset are determined each quarter 
based on the following process: 
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1. Determine the 90-day notional volume in the USD quoted market on each 
Eligible Exchange 

2. Rank the results of Step 1 in descending order 
3. The top two exchanges from Step 2 are automatically selected as contributing 

exchanges 
4. The third contributing exchange will be selected from the remaining exchanges 

based on the following buffer rules: 
a. The highest ranked current non-contributing exchange will be selected if 

its volume determined in Step 1 is 1.20 times the volume of the highest 
ranked current contributing exchange not selected in Step 3 

b. Otherwise, the highest ranked remaining current contributing exchange is 
selected  
 

The process above is repeated for each digital asset. 

 

Calculation Formula  

The weight of each constituent digital asset will be calculated each day at 4PM New 
York local time based on the latest available circulating supply and the latest 24-hour 
VWAP of the applicable reference rate. Once calculated, this weight will be used for the 
following 24-hour calculation period. 

 

 𝑊𝑖 =  
(𝑉𝑊𝐴𝑃𝑖,4𝑃𝑀∗ 𝑆𝑢𝑝𝑝𝑙𝑦𝑃𝑅)

∑ (𝑉𝑊𝐴𝑃𝑖,4𝑃𝑀∗ 𝑆𝑢𝑝𝑝𝑙𝑦𝑃𝑅)𝑁
𝑖=1

 

 

where:  

Wi = Weight of constituent i  

VWAP𝑖,4𝑃𝑀  = Latest 24-hour VWAP of constituent i at 4PM 

SupplyPR = Latest Circulating Supply from network nodes at 4PM 

N = Number of constituents 

 

The index will be calculated based on the following formula: 

 

 𝐼𝑛𝑑𝑒𝑥𝑡 = 𝐼𝑛𝑑𝑒𝑥𝑡−1 * (1 +  ∑ ( 𝑊𝑖,4𝑃𝑀 ∗
𝐶𝑜𝑛𝑠𝑡𝑖𝑡𝑢𝑒𝑛𝑡 𝑃𝑟𝑖𝑐𝑒𝑖,𝑡

𝐶𝑜𝑛𝑠𝑡𝑖𝑡𝑢𝑒𝑛𝑡 𝑃𝑟𝑖𝑐𝑒𝑖,𝑡−1

𝑁
𝑖=1 − 1)) 

 

where:  
IndexValuet = Index Value at time t  
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IndexValuet-1 = Index Value calculated just prior to time t 
Wi,4PM = Latest weight of constituent i as determined at 4PM NY time  

N = number of constituents  

Constituent Pricei,t = Reference Rate for constituent i at time t 

Constituent Pricei,t-1 = Reference Rate for constituent i used to calculate IndexValue t-1  

 

Index Maintenance  
 
Index Reconstitution  
  
Each index is reviewed on a quarterly basis based on the rules described above. Any 
index changes resulting from the quarterly review are announced two weeks prior to the 
effective date and implemented on the first business day of each quarter. Please see 
below for the reconstitution timeline, including an example. 
  

Activity Description Timing 
Example 

Reconstitution 
Timing 

First Day of Review Period End of Review Period minus 90 days 09/16/2021 

Last Day of Review Period 

(Reconstitution Reference 

Date) 

Announcement Date minus 2 business 

days 
12/16/2021 

Announcement Date Effective Date minus 14 calendar days 12/20/2021 

Effective Date 
4PM on the first business day of the 

start of each quarter 
1/03/2022 

  

In addition to the quarterly process, constituents are monitored for potential anomalies 
and trading disruptions. Out-of-review monitoring, which would require an index 
modification, only applies in extraordinary circumstances. Incident types that would 
require one or more index modifications are outlined in the CoinDesk Digital Asset 
Indices Policy Methodology.  
 

Deletions  
  
If a constituent is removed from an index outside of the scheduled reconstitution 
process, its weight will be set to zero on the effective date and it will no longer 
contribute to index returns. The impacted constituent will be considered for inclusion at 
the next scheduled reconstitution if it meets the Eligibility Criteria.  
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Additions  
  
There will be no additions to the index between reconstitutions unless the constituent 
count drops below 5. If the constituent count drops below 5, the Index 
Committee will review the eligible universe and determine the appropriate action.  
 

DACS Sector Reclassification 
  
In the event the DACS sector is modified for an existing index constituent between 
reconstitutions, the impacted constituent will remain in the index until the next 
scheduled reconstitution.  
 
 

Data Distribution  
 
Index values are calculated 24x7 and follow UTC convention. Real-
time index values are available publicly at https://tradeblock.com. Index values are 
available to subscribers via REST and WebSocket APIs as well as scheduled email 
updates.  
 
 

Index Governance 
 
The CoinDesk Index Committee provides ongoing oversight of the Index and this 
Methodology. For more details on the Index Committee, please refer to the Index 
Governance section of the CoinDesk Digital Asset Indices Policy Methodology. 

 

  

https://tradeblock.com/
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Appendix 1: Data sources 
 
This section describes data sources used to reconstitute, maintain, and calculate the 
Index. If data is not available for any reason from the sources described in this 
appendix, other data sources may be used. 

 
Price data 
 
Prices used to calculate VWAPs are sourced from eligible exchanges.  
 
Volume data 
 
Volume data used to calculate VWAPs are sourced from eligible exchanges. 
 
Circulating supply data 
 
Circulating supply is observed directly on network nodes maintained by TradeBlock. 
 
Custody data 
 
The availability of requisite custodian services for Cohort and constituent currencies is 
obtained directly from the custody provider(s).  

 
Reconstitution Data 
 
Market capitalization data is provided by CoinMarketCap.com. Notional volume is 
sourced from eligible exchanges. 
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Appendix 2: Reference Rate Details 
 

The table below is a summary of the three contributing exchanges for each constituent 
reference rate.  

 

Constituent Binance.US Coinbase Pro Gemini Kraken 

AAVE (AAVE) X X   X 

Amp (AMP) X X X   

Compound (COMP) X X   X 

Curve DAO Token (CRV) X X   X 

Maker (MKR) X X X   

Uniswap (UNI) X X   X 

yearn.finance (YFI) X X X   
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Appendix 3: Methodology Changes  
 
The table below is a summary of material changes to this Index Methodology. 
 

Effective Date Section Prior Treatment Updated Treatment 

Q4 2021 
Reconstitution 

Eligibility 

Digital assets that 
pass/fail Inclusion 
Requirements at a 
Reconstitution were 
eligible for 
addition/deletion. 

Digital assets must 
pass/fail Inclusion 
Requirements for two 
consecutive 
Reconstitutions prior to 
becoming eligible for 
addition/deletion. 

July 2022 
Reconstitution 

Methodology 
DFX follows 
CoinDesk DeFi 
Methodology 

DFX renamed to CoinDesk 
DeFi Select Index and 
follows CoinDesk Select 
Sector Indices 
Methodology 

June 25, 2022 
Calculation 
Formula 

Constituents are re-
weighted daily at 
4PM using a 24-hour 
VWAP. This weight is 
used for the following 
24-hour calculation. 
Circulating Supply 
updated daily. 

Constituent weights are 
reset at each reconstitution 
and the calculation formula 
is modified to a weighted 
return algorithm based on 
each constituent’s 
performance since the 
prior reconstitution. 
Circulating Supply updated 
only at reconstitution. 
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Appendix 3: Document Review History  

  

Description  Timing  

Initial Version April 4, 2022 

See Methodology Changes Appendix May 04, 2022 

See Methodology Changes Appendix (June 25, 2022) June 14, 2022 
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Disclaimer   
 

CoinDesk Indices, Inc. (“CDI”) furnishes various indices for use by financial institutions and other users.  

• CDI maintains and calculates indices but does not manage actual assets. It is not possible to 
invest directly in an index such as any of CDI’s indices. Exposure to an asset or an asset class 
represented by an index may be available through investable instruments offered by a third party. 
Such investable instruments can include investment funds, other investment vehicles, structured 
notes and other index-linked financial products (each, an “Index-linked Investment”).   

• CDI does not sponsor, endorse, sell, promote or manage any Index-linked Investment that is 
offered by any third party and that seeks to provide an investment return based on the 
performance of any index.  

• CDI provides no assurance that any Index-linked Investment based on any index will accurately 
track index performance or provide positive investment returns. Index returns do not represent 
the results of actual trading of investible assets.  

• Index returns do not reflect payment of any sales charges or fees an investor may pay in 
connection with purchasing, holding, or selling the assets underlying the index or any Index-linked 
Investment. The imposition of such fees and charges could cause the performance of an Index-
linked Investment to be different than the performance of an index. 

• CDI is neither an investment adviser nor a commodity trading advisor and makes no 
representation regarding the advisability of investing in any Index-linked Investment. CDI does 
not act as a fiduciary. A decision to invest in any such Index-linked Investment should not be 
made in reliance on any of the statements set forth in this document or elsewhere by CDI. 
Prospective investors are advised to make an investment in any such Index-linked Investment 
only after carefully considering the risks associated with such investment, as detailed in an 
offering memorandum or similar disclosure document that is prepared by or on behalf of the 
issuer of the Index-linked Investment.  

• CDI is not a tax advisor. A tax advisor should be consulted to evaluate the impact of any Index-
linked Investment on portfolios and the tax consequences of making any particular investment 
decision.  

• Inclusion, addition or removal of an asset within an index as well as any adjustment to the 
weights given to any asset in the calculation of an index is not a recommendation by CDI to buy, 
sell, or hold such asset, nor is it considered to be investment advice. 

• All names, logos, and other trademarks used to identify CDI’s indices are owned by CDI and shall 
not be used in any manner without the prior written permission of CDI. 

CDI’s indices are based on a variety of information, methodologies, and other content, including, without 
limitation, index data and inputs, valuations, models, software, methodological publications and other 
applications or output therefrom (as used or contained in any of CDI’s indices, the “Content”). 

• All Content is owned by CDI and/or its third-party data providers and licensors, unless stated 
otherwise by CDI. The Content shall not be used, modified, reverse-engineered, reproduced or 
distributed, in whole or in part, in any form or by any means, or stored in a database or retrieval 
system, without the prior written permission of CDI. The Content shall not be used for any 
unlawful or unauthorized purpose.  

• CDI and its affiliates and their respective third-party data providers and licensors (collectively, the 
“CDI Parties”) do not guarantee the accuracy, completeness, timeliness, adequacy, validity or 
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availability of any of the Content. The CDI Parties are not responsible for any errors or omissions, 
regardless of the cause, in the results obtained from the use of any of the Content.  

• THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. THE CDI PARTIES DISCLAIM ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY 
WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, NON-
INFRINGEMENT, FREEDOM FROM BUGS; SOFTWARE ERRORS OR DEFECTS, THAT THE 
CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL 
OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION.  

• In no event shall any of the CDI Parties be liable to any entity or person for any direct, indirect, 
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, 
expenses, legal fees, or losses (including, without limitation, lost income or lost profits and 
opportunity costs) in connection with any use of the Content, even if advised of the possibility of 
such damages. 

• CDI does not assume any obligation to update the Content following publication in any form or 
format.  

• The Content should not be relied on and is not a substitute for the skill, judgment and experience 
of any user, its management, employees, advisors or clients when making investment and other 
business decisions.  

• None of the Content constitutes an offer to sell (or a solicitation of an offer to buy) any security, 
commodity, financial product, investment vehicle or any trading strategy.  

• While CDI has obtained information from sources believed to be reliable, CDI does not perform 
an audit or undertake any duty of due diligence or independent verification of any information it 
receives. 

• The Content may not be used to create any derivative work or to verify or correct other data or 
information. For example (but without limitation), the Content may not be used to create indexes, 
databases, risk models, analytics, or software, or in connection with the issuing, offering, 
sponsoring, managing or marketing of any securities, portfolios, financial products or other 
investment vehicles utilizing or based on, linked to, tracking or otherwise derived from any of the 
Content or any other CDI data, information, products or services. 

• All Content containing any historical information, data or analysis should not be taken as an 
indication or guarantee of any future performance, analysis, forecast or prediction. Past 
performance does not guarantee future results.  

• The Content may contain backtested data. Backtested performance is not actual performance but 
is hypothetical. There are frequently material differences between backtested performance results 
and actual results subsequently achieved by any investment strategy. 

 

© 2022 CoinDesk Indices, Inc. All rights reserved. 

 

 
 
 


