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       ₳urei /ˈôrā/ A Collateralized Crypto Stablecoin What is Aurei? Aurei is a crypto stablecoin pegged to the US dollar. Aurei is engineered for payments, lending, and trading. 2 Actors Probity: A smart contract system responsible for minting Aurei and executing loans on behalf of depositors. Depositor: One who deposits collateral into a Probity vault, allowing them to receive Aurei or earn interest. Borrower: One who borrows Aurei from Probity (the primary market) or from secondary markets. 3 Functionality Aurei is minted through a smart contract when cryptocurrency collateral is deposited into a Probity vault. Aurei can be issued to the depositor (“direct issuance”), or the Aurei can be issued to a third-party borrower (“indirect issuance”) through Probity. Probity lends Aurei to a borrower on behalf of the depositor, allowing the depositor to earn interest at the prevailing interest rate. Only Probity vault owners can lend Aurei on Probity, but anyone can loan Aurei on a secondary lending market. 4 Price Stabilization Mechanics 5 Floating Interest Rate Depositors are liquidity providers who set the interest rate when lending through Probity. When a loan is fulfilled, the global interest rate is updated to the rate specified in the executed loan order. Depositors start earning interest upon order execution, so they are incentivized to provide liquidity for loanable funds at rational rates based on Aurei demand, therefore equilibrating demand to the supply. 6 Dynamic Devaluation & Revaluation When the Aurei market price crosses a deviation threshold from the target price, a scale factor is applied to the loanable funds market, either inﬂating or deﬂating Aurei to bring supply and demand into equilibrium at the target price. 7 Governance The Trustline Credit Network Token (TCN) is the governance token for the system. Holders vote on risk parameters and improvements to the system. The token plays a role in last-resort recapitalization of the system. In compensation, TCN holders earn rewards based as a ﬁxed percent of system loan interest. 8 Appendix 9 Collateralization Ratio Say the collateralization ratio (CR) is 1.5:1, or 150%. Say that FXRP (XRP on Flare) is accepted as collateral. To borrow ₳100 you need a minimum of $100 x 1.5 = $150 of FXRP in your vault. If XRP/USD = $0.50, this is equivalent to 300 FXRP. If the value of the collateral falls below this ratio, the collateral will be automatically liquidated. 10 Primary Market Exchange The primary exchange is an on-chain system where dealers buy and sell Aurei at the spot rate. Order books are off-chain, and vault owners specify a limit price in the form of an interest rate. Example: A market buy order of $30 of Aurei would move the system interest rate to: Example Order Book (Actual tick size not displayed) 11 System Interest Rate The system interest rate adjusts for every order execution. The on-chain smart contract settles each loan order by sending the agreed amount of Aurei to the buyer and updates the global interest rate in the same transaction. Thus, the global interest rate is determined solely by free-market mechanics. 12 Rate History Historical rates can be queried from executed trade data by order sequence number or by timestamp. The historical rates are used to calculate the cumulative rate for any loan. To calculate the continuously compounded interest, we take time in discrete 1-second intervals. 13 Cumulative Rate The cumulative rate of any Aurei loan through the primary market can be deﬁned in mathematical notation. For the calculation, we use discrete intervals of time. ● Let the initial rate be R0 (interest rate at time of loan order execution) ● Let the time of loan order execution be t0 ● Let the current time be t ● Let ri be the market rate at each step in the sequence (an average rate per ti). This generally takes the form of 1 + x, where x is small. The cumulative rate is deﬁned as: 14 Total Debt of Loan Let a loan be created at time t0 with debt D0 drawn immediately; the normalized debt A (which the system stores on a per-loan basis) is calculated as D0/R0 The total debt of the loan at time t would be: 15 Loanable Funds Market Since funds are allocated using an order book, supply & demand move the interest rate in a manner similar to any other market. An amount of unallocated Aurei exists in the system in proportion to the sell-side order book liquidity. 16 Aurei Supply Outstanding: Aurei that has been issued through Probity (the primary market) Unallocated: Aurei that has been minted by the system, but sitting on an order Total: Outstanding + Unallocated 17 Example Scenario If Aurei trades at $1.05 this means there is more demand than supply for Aurei; Probity will ensure that a borrower seeking $105 will only receive ₳100, which is a discounted amount. This reduces demand through artiﬁcial deﬂation of Aurei relative to the US dollar. Since all circulating Aurei would be losing purchasing power, borrowers would be incentivized to return Aurei until the peg stabilizes. Normally, an interest rate hike should be sufficient to solve this problem; hence the dynamics of algorithmic valuation act as a fallback stabilization trigger. 18 
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