Understanding Synths
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Synths — backed by the pool 50:50
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Synths Outstanding
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( Synth Collateral ) (DV”ZT;ZV',?::: U':itsm i “Synths are not subject to IL simply because the protocol

( Liquidity Units ) honours the redemption value of the collateral, not the units
behind them, which actually change dynamically”
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Pool Loss/Shrink and why no IL
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(Synth (Dynamic) Liquidity Units must equal Synth Collateral (in Rune))
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( This is why Synth has no IL )

Synth Minting Capped to
15% asset depth ->~ 7.5% of a liquidity pool
(designed for 33% asset depth or ~16% pool depth)
MaxSynthPerAssetDepth mimr controlled
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4 LUVI tracks pool increase / decrease due to fees / IL

LUV is Liquidity Unit Value, which is a way of measuring the value of
your LP, no matter the underlying price. It's a unit-less metric (ie, it's
not $ or in RUNE), and only useful for comparing across two
timepoints.

ie, your LUVI starts off at 10, then sometime later its 11, then it means
your value has gone up by 10% (11-10) /10 =0.1

\_ to get LUVI just do LUVI = sgrt(rune * asset) / liquidityUnits J
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Understanding Synth Vault
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Synths can earn interest
E.g. 10 to 12 Synth
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Synth Vault

Detailed Holistic Liquidity Pool View — Adding Synth Vault
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Detailed Holistic Liquidity Pool View — Applies to ANY Gas Pool
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But Synth Minting is Capped!!!

Synth Colleterial

Exchanges & Uls

Synth Holder 15% asset depth ->~ 7.5% of a liquidity pool
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How to fix this?
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Liquidity Providers
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Uses LUVI to detect earnings (Pool increase)
Mints Synths to the vault if earnings >0

Understanding POL with Synth
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Synth Utilisation =
9% of the Asset
Depth

POL Trigger 10%
(Cap range = Cap — 5%)
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Synth Growth and POL correction

Synth Reduction and POL correction
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Asym Add RUNE from Reserve to become a DUAL LPer
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Final Points

1. Min change to the protocol — using an existing design and adding POL as a LPer

2. Hard Cap is respected — POL LP adds to the total pool, which must be less than the total bonded by nodes. The IP will enforce this as
always.

3. It is possible for the network to exceed the synth cap, price change alone can do this. Going past the cap isn't "unhealy pool
territory". It just means LPs are taking on more leverage rune exposure. Having the synth value > pool value is unhealthy territory.
So0O

4. ILP (100 days) remains in place to protect LPs

5. Deployed RUNE from the reserve will cause block rewards to decrease (change emission curve)

6. Synth Vault only applies to Gas pools, may extend later

7. Will deepen pools and allow interest with single asset exposure

8. When will it be released?

MAXSYNTHPERASSETDEPTH
Where to find more info?
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