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Abstract

vProtocol is a next-generation DefFi lending protocol built on Scroll, designed to optimize capital efficiency by
seamlessly integrating peer-to-peer (P2P) lending with liquidity pool (LP) lending. This hybrid approach ensures
that assets are never idle, utilizihg Auto-Debt Rebalancing and a Yield Boost Mechanism to maximize returns for
both lenders and borrowers. The protocol empowers users with the flexibility to create custom lending pools
with tailored parameters or participate in a general liquidity pool, ensuring a fully permissionless and

decentralized lending experience.
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1.0. Introduction

1.1. Background

Decentralized Finance (Deki) has revolutionized traditiondl financial services by removing intermediaries and

enabling direct lending, borrowing, and vield generation. Existing DeFi lending protocols such as Aave,
Compound, and Maker have demonstrated the power of decentralized lending markets. However, these
systems often suffer from inefficiencies, including:

- Lack of customizabillity in lending and borrowing parameters.

- Capital inefficiencies where idle liquidity sits in the system without generating vield.
- Rigid collateralization models that limit borrower flexibility.

vProtocol addresses these challenges by offering a hybrid lending model that combines the best aspects
of P2P lending and LP-based lending on Scroll, a high-performance Layer 2 scaling solution.

1.2. Vision & Mission

Vision: To create a DeFi lending ecosystem where Mission: vProtocol aims to provide a capital-efficient,
capital is always working, ensuring efficient  customizable, and scalable lending solution that allows
borrowing, lending, and yield generation across a  users to optimize returns, reduce idle capital, and create
permissionless and decentralized network. flexible lending strategies tailored to their needs.

2.0. Core Features

2.1. Dual Lending Models

A. Peer-to-Peer (P2P) Lending B. Liquidity Pool (LP) Lending

- Lenders credte loan orders with specified pdrameters - Users supply liquidity into a general lending pool and
(duration, interest rates, min/max borrowable amount, collateral  earn passive yield.

requirements, etc.). - Borrowers access funds from the pool using deposited
- Borrowers create borrow orders with their own specified collateral.
terms. - LP deposits dre tokenized Into viokens, dllowing

- Marketplace Matching: Lenders and borrowers manudlly seamiess yield tracking.
select suitable orders from a decentralized marketplace.
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2.2. Auto-Debt Rebalancing

- Prevents idle capital by automatically redllocating repaid funds into the generdl liquidity pool, ensuring continuous yield
generation.

- Improves capital efficiency by dynamically adjusting the protocol’s liquidity dllocation.

2.3. Yield Boost Mechanism

- Dynamicdlly shifts liquidity between P2P and LP models based on market demand.
- Optimizes interest rates and lending opportunities to maximize lender and borrower penetfits.

2.4. Custom Lending Pools

- Lenders can create their own lending pools and set persondlized pdarameters.
- Borrowers cdn choose from existing pools or create custom borrow orders.
- This ensures gredter flexibility compared to rigid LP-only models like Aave and Compound.

2.5. Permissionless & Decentralized

- Built entirely on Scroll, ensuring low-cost and scalable transactions.
- Non-custodial architecture, meaning users retain full control over their funds.
NoO centrdl authority—protocol parameters dare managed vida smart contracts.

3.0. Economic Model

3.1. Revenue Streams

- Protocol Fees: Small percentage fees on interest earned by lenders.
- Borrowing Fees: One-time fees upon loan initiation.

- Yield Optimization Fees: Dynamic fees based on liguidity rebalancing between P2P
and LP pools.

- Premium Services: Advanced analytics, automated lending strategies, and institutiondl
lending tools.

3.2. viokens: Tokenized LP Deposits

- Users receive viokens representing their share in the general liquidity pool.
- vIiokens accrue interest automatically, providing an easy vield-tracking mechanism.
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4.0. Risk Management Model

4.1. Collateralization & Loan-to-Value (LTV) Ratios

- Borrowers must provide overcollateralization to secure loans, reducing the risk of
default.
- LTV ratios are dynamically adjusted based on asset volatility and liquidity.

4.2. Liquidation Mechanism

- If a borrower's collateral value drops below the liguidation threshold, their position IS
automatically liquidated to protect lenders.

- Liguidation pendlties incentivize hedlthy borrowing practices while compensating
llquidators.

4.3. Risk-Adjusted Interest Rates

- Interest rates dynamically adjust based on supply-demand ratios and risk factors.
- Volatile assets carry higher borrowing rates to mitigate systemic risk.

—

5.0. Security Mechanisms

5.1. Smart Contract Audits

- VProtocol undergoes comprehensive security audits by top blockchain security firms
before deployment.
- Regular bug bounty programs encourage community-driven security enhancements.

5.2. Oracle-Based Price Feeds

- vProtocol integrates decentralized oracles (e.g.. Chainlink, Pyth) for real-time,
tamper-proof asset pricing.
- This ensures accurate liguidation and borrowing calculations.

5.3. Multi-Sig Governance & Safeguards

Critical protocol upgrades require multi-signature approvals to prevent single points of
fallure.
Emergency shutdown mechanisms allow temporary halts in extreme cases.
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6.0. Technical Architecture

6.1. Layer 2 Scaling with Scroll

- Built on Scroll, vProtocol leverages zk-rollups for low-cost, high-speed transactions.
- Users benefit from Ethereum’s security while enjoying neadr-instant settlements

6.2. Modular Smart Contracts

- Smart contracts are modular and upgradeable, ensuring flexibllity and long-term
sustainabillity.

- Separate modules for lending, borrowing, liquidation, and yield optimization enable
seamless upgrades.

6.3. Tokenized Liquidity with vTokens

- Each liquidity provider receives viokens, representing their stake in the pool.
- vIiokens accrue interest automatically, providing a transparent and efficient yield
mechanism

6.4. Interoperability & Future Expansion

- Future updates will enable cross-chain lending through bridges.

- Integration with other DeFi protocols will allow vProtocol users to maximize capitdl
efficiency.



