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Concern 1 – POL with Synths

Concern 2 – Lending

Burn RUNE to Mint Synth (e.g. BTC) using the standard slip, using the pool ratio at the time. E.g. 16,000 RUNE to 1 Synth BTC
Mint RUNE to Burn Synth (e.g. Synth BTC) via the same method but the ratio can be different. E.g. 1 Synth BTC to 19,000 RUNE OR 14,000 RUNE

This difference in ration fixed real time as explained (arbs rebalancing the pools), so additional issues or surprises when redeeming.  
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Concern 3 – Savers + Lending
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Concern 4 – Arbs

THORFi Concerns Summary

Savers
1. LPers and Reserve lose out to provide room for savers
2. LPers and Reserve take on additional risk as the cap is raised
3. Cap will always be hit
4. Reserve is limited

Lending
1. More RUNE is minted when a loan is closed then when it was opened. 
2. Reserve is the backstop if the circuit breaker is triggered

Lending + Savers
1. While unrelated, together they can double the negative effect on RUNE and the network. 
2. Compound Savers and Lending Issues when price changes

Questions for you
(Put your answers in the comments section below)

1. Do you agree with these concerns, if so why and why not?
2. Under what conditions could the pool ratio change in the way I described or be worse?
3. What does this market history tell you about the likelihood of these scenarios happening?
4. Under what conditions has RUNE traded opposite to Bitcoin previously? Why did it happen?
5. Lending has specific parameters to make it safer, how do you decide what they are?
6. Given the answers to the above questions, do you think Savers with POL and or Lending is worth proceeding with, if 
so why or why not? 
7. What do you want to see happen before it goes to Stagenet?
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Things to consider with this video

I have provided one very basic example using simple numbers to teach you the concerns however reality is not so simple. There is a lot of  
nuance and market behaviour to consider.

If I was to choose different numbers like 3x or more price change on RUNE:ASSET, instead of a 2x and a CR of 500% the change in 
inflationary pressure is significant different
The relationship between the inputs and outcome is non linear because the effects compound. 

Some effects are:

=> the reserve is selling RUNE into the pools to backstop synths
=> this causes RUNE price to decrease due to selling pressure due to the asym addition. 
=> the amount of RUNE that will be burnt from the reserve for borrowers to exit is increasing, thus increasing the potential liability for the 
Reserve if the circuit breaker is hit. 
=> last checked reserve emissions were like 66% of block and LP rewards - if nodes / LPs see their yield could go down 3x if the borrower 
liability on the reserve is realized and it drains the reserve, they may race each other out and sell their RUNE compounding the problem 
further

Also consider, new features introduce complexity and possible bugs that can result in exploits and down time, like any software program.
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