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1  Abstract 

Redix proposes a blockchain-based method for financializing infrastructure assets in order to 

maximize consensus efficiency and increase on-chain application utilization. Redix platform 

builds a financial channel to convert on-chain assets into liquid and marketable financial 

products. This whitepaper explores the financial impact of staked assets on application usage, 

comparing typical financial product issues with the implications of staking assets in the 

blockchain. Individuals can receive joint benefits from both staking incentives and the excess 

generated by involvement in on-chain applications via Redix financial channels. Node 

operators are able to offer derivatives for the sale of staking assets with a time limit. Redix 

financial protocol enables users to earn significant premiums on both staking and application 

for the first time. The issue of derivatives on underlying assets provides financialization and 

flexibility to the blockchain infrastructure. 

 

2  Introduction 

Bruce G. Carruthers compared the stock market to a nation's engine in his book City of capital. 

In barely four decades, between 1672 and 1712, the United Kingdom grew from a middle-

ranking economic and military force to one of the world's leading nations. This era also saw 

the expansion and profitability of the first stock exchange, the London Stock Exchange. The 

major reason for the creation of the stock market was to convert long-term government bonds 

into short-term, profitable financial instruments. The activation of this money-lending engine 

secured financial backing for the war effort. Using the same reasoning, proof of stake 

consensus was developed to address the shortcomings of proof of work. With a total growth 

rate of 523%, the total value of staked assets has climbed from $731M to $4.71B, and we 

expect it to increase further as new POS networks emerge and existing blockchains migrate 

to POS. However, POS requires stakers to lock their assets on a blockchain for a fixed period 

of time, and it cannot be connected to the secondary market, which enables people to trade 

on short-term profitable financial markets. 

All blockchains strive to create a decentralized database system that participants can 

collaboratively maintain and amend, with no single party holding centralized control. The 

decentralization of the blockchain operating system influences the economic incentives and 

commercial activities of actors. In a conventional proof-of-bet system, the more individuals 

stake, the more tokens are taken out of circulation. This may seem advantageous for the 

token's price, but in many circumstances, low liquidity might impede network expansion. 
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In order for capital to flow efficiently across a financial network, sufficient liquidity is required. 

Illiquidity can have a negative effect on demand since a very modest rise in demand might 

result in a sudden increase in price, which may surpass the application utility buyer's maximum 

acceptable price. It can also affect the economics of the supply side by increasing the cost of 

exiting the system if selling has an excessively negative effect on pricing. Price fluctuations 

caused by buys and sales are known as slippage, and excessive amounts are undesirable. 

Redix will build a financial channel between the protocol and application layers. Proof of stake 

token holders can deposit Redix tokens into a staking contract in exchange for a synthetic 

token with the same value as the native network coin. With the synthetic token, a holder can 

participate in on-chain applications such as DeFi and trade on the secondary market. While 

using the token freely, the holder is essentially claiming the staking rewards from the 

collateralized coin underlying the token from the staking pool on the POS chain. In contrast, a 

node operator who operates a staking node with a high number of staked assets can issue 

derivatives backed by his staked assets via staking auctions on Redix financial channel. The 

derivative takes the form of tokens, which auction bidders are allowed to utilize in apps or 

transactions. 

Redix financial channel is based on Polkadot, resides on parachain, is developed by substrate, 

and is connected to parallel chains. The financial layer is an enhanced layer that integrates 

financial models and smart contracts. Smart contracts, which operate on the Polkadot 

blockchain, can increase contractability and facilitate the exchange of money and ownership 

of valuable things in a programmable and algorithmic manner. A decentralized consensus 

record decreases contracting and execution frictions even in cases where smart contracts 

require execution by centralized parties. Smart contracts can improve contractability and 

enforceability under specific circumstances. 

 

3  Mechanism & Architecture 

3.1  Consensus and Protocols 

Redix employs a POS consensus algorithm based on Polkadot, which is a hybrid consensus 

model that separates block generation from block determination. Multiple sorts of nodes exist 

in Redix Finance, including diligence/mining/Stake proxy nodes. Diligence nodes can also vote 

and recharge channels in addition to producing blocks. In addition, they will become block 

creation nodes whenever they reach the required number of votes. 

The mining node generates blocks that are favored by voters. The block-generating node 

elects the Stake agent node. The network access environment and computing capability of 



3 
 

diligence, mining, and stake proxy nodes must be identical. Although diligence nodes are not 

required to produce blocks, genuine nodes are required to send heartbeat transactions. The 

generation of blocks by nodes, the absence of blocks, and other malicious actions will be 

penalized. Simultaneously, the self-mortgage of the node and the user's waiting for the reward 

will be deducted. At the same time, the node’s self-mortgage and the user’s waiting for reward 

will be deducted. Stake agent nodes will get additional stake revenue and violate the terms of 

the revenue contract and will be punished accordingly.  The punishment funds will be 

transferred to the parliamentary fund, and a subsequent referendum will decide how to deal 

with it. 

Registration and application for nodes are available to all users. After setting up the node 

server, you may begin operating. Redix Finance employs a one-vote, one-vote paradigm to 

prevent node collusion. Redix can be used by all users for node voting elections. To ensure 

the consistent operation of the network, both the synchronization node and the block producing 

node must pay the same cost; thus, both nodes will receive the same advantages. The Stake 

agent node will be a crucial component of our multi-chain ecosystem, as it will be responsible 

for the production of the ecosystem's stake income. In addition to the income created by the 

block node, the stake agent node will get dividends generated by our Stake. 

As a crucial component of our chain, the runtime environment has a lower abstraction level 

than smart contracts. Multiple runtime modules make up the runtime environment. Modules 

can be autonomous from one another while still being able to call one another. The majority of 

the chain's code logic executes in the runtime environment. 

Importantly, the runtime environment does not support hard fork upgrades, allowing each 

runtime module to be upgraded independently. Due to the inconsistent running versions of 

each node, there is a possibility that upgrading the existing blockchain system could result in 

a hard fork of the entire chain, which is detrimental to the ecosystem's development and the 

nodes' and users' interests. When a module is upgraded, we generate two versions: Native 

and WASM. When the runtime environment decides that the version of the updated module is 

identical to the current Native version, the code for the Native version should be executed 

directly for the highest level of operational efficiency. 

The user-locked assets on the main chain are multi-signed by the escrow contract, and the 

escrow contract is jointly monitored by several witness nodes. Through the decentralized 

governance method, the participants elect and regularly rotate the witness nodes based on 

their vote share. Similarly, when the assets held by the main chain escrow contract are 

excessively vast, they can be separated into several escrow contracts, and new trust node 

groups are created for custody to enhance overall security. 
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3.2  Staking Derivative Issuance 

Redix proposes an auction mechanism for staking, wherein stakers can auction off staked 

assets and buyers can place bids on a segment of the auction that reflects a portion of the 

staked assets. The governance will initially confirm the legitimacy of staking parties and the 

quantity of staked assets proposed for issuance of derivatives. The pricing of the derivative 

contracts is determined by issuers, but we have a framework to provide guidelines for issuers 

to set ask price.  We first define the features of staking contracts as follows: 

Standard notations for each staking contract: 

• Current token price: ∑ 

• The current value of the staking contract: ∇ = ∑ ∗ (1 + R %)τ / y 

• Time to maturity: τ 

• Contract size: C  

• Staking term: y 

• ROI rate in the staking: R% 

If n contracts are traded in the market, and all notations are sub-labeled with i. Suppose 0 = 

τ0 < τ1 < . . . < τn; then the token's ROI should be a piecewise constant ri over time ([τi − 1], 

τi). These ROI rates must be satisfactory. 
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So we have 

 

 

 

 

 

 

 

 

 

Now if we want to evaluate a staking contract with time to maturity and return rate k% then its 

value should be: 

 

 

 

 

 

 

 

 

 

With this pricing guidance, the issuer can analyze the present price of their derivatives and 

open auction sale of staked assets. 

3.3  Insurance and Security 

By depositing Redix tokens, and specifying certain key parameters (e.g. underlying asset, 

strike price, expiry date, etc.), options writers are able to mint arbitrary fungible option tokens 

called vTokens. By selling these newly-minted tokens, writers can earn premiums and 

generate cash from their collateral. These vTokens are then available for purchase on 

exchanges such as 0x and Uniswap, ensuring market liquidity. Beyond the primitive of fungible, 

freely tradable ERC20 option contracts enabled by this framework, specifically focusing on 

protective put strategies for deposit insurance (e.g. protecting users of tokenized money 

markets like Compound against hacks and liquidity crises) and protection against stablecoins 

like DAI plummeting in value. We also discuss scenarios in which option sellers who desire to 
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give protection can do so using collateral that differs from the asset in which the strike price is 

denominated (e.g., USD). 

 

3.4  Staking ETFs 

Redix also builds a basket construction for staking rewards, which enables the simplest 

approach to go long on the best POS protocols. By owning one token, a holder can gain 

exposure to the highest-yielding assets for staking. The universe of prospective POS assets 

to be included in the basket is filtered depending on market capitalization and daily volume. 

The assets are then rated based on characteristics such as the risk-to-reward ratio and the 

stake-to-reward ratio. Then, our token portfolio is comprised of the top three tokens, weighted 

by market capitalization and rebalanced monthly. 
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3.5  Financial Auditing 

The auditors’ technology adoption exhibits strategic complementarity because the cost of 

auditing cross-auditor transactions decreases when more auditors adopt. When clients 

strongly value the benefit of misreporting even after taking into consideration the possibility of 

being detected, they would prefer to work with auditors not using blockchain, notwith- standing 

that the auditor using blockchain can offer a lower auditing fee. Consequently, when other 

auditors are not adopting, an auditor would not find it profitable to adopt because adoption 

would not only fail to attract more clients, but also could result in losing clients that the auditor 

would get with traditional auditing. Overall, three technological characteristics of blockchain 

facilitate the auditing procedure: I decentralization: P2P design of blockchain eliminates the 

need for a trusted central party; (ii) encryption: the zero-knowledge proof method permits 

encrypted communication that protects data privacy; and (iii) immutability: once auditors 

request information through the federated blockchain, it is difficult for auditors or outside 

hackers to intentionally revise or delete the information unless they can revise the information 

on a majority of nodes. Redix will build a decentralized financial auditing system to track the 

post-auction activity of staking auction participants. 

4  Economics 

4.1  Utility 

Redix's financial channel is backed by a native token(Redix Token). It serves to capture on-

chain value for the Redix channel. The main functionalities of Redix tokens are as follows. 

• ETF Issuance: Staking ETFs will be issued using Redix tokens. Redix tokens repurchase 

and burn underlying asset rewards. 

• Use in Redix Finance DeFi protocols: Users can perform Redix staking, farming and 

lending/borrowing transactions by using the simple and convenient interface of the Redix 

Finance platform. 

• Governance: Redix token holders and stakers can have a say in the management of the 

project. Each Redix token represents one vote. 

• Token-locking Reward Mechanism: Redix's token-locking reward mechanism lets users 

reward system contributions without sacrificing tokens. This method is comparable to token 

locking: the franchisee locks the principal into a pool based on signed terms. In order for our 

financial channel to serve as a public record of their agreement, derivative issuers must 

negotiate a term in terms of the number of tokens needed and the duration of time. Once terms 

have been agreed upon, the derivative issuer records the parameters of their agreement in a 
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blockchain transaction. This transaction is known as the agreement transaction. To obtain 

authority to conduct an auction, derivative issuers must stake a minimum number of platform 

tokens. 

• Buy-Back and Burn: Redix will generate fee income through the operation of financial 

channels' transactions and services. All of the revenue will be used to buy back tokens, which 

will then be burned for the benefit of all Redix token holders. 

• Insurance: The concept of insurance can be traced back to ancient communities that pooled 

their resources to protect one another against the risks they all faced. We realized that we 

could create a mutual platform where individuals need to trust the technology and not each 

other. The objective is to provide our members with simpler, more transparent, more readily 

available, and less expensive financial protection against their risks. Redix token will be backed 

by a pool of insurance funds that safeguard on-chain transactions. Redix Finance offers 

derivative staking coverage, which protects stakers and bidders against value storage attacks. 

• Cross-chain: Redix bridge connects Redix and external blockchains such as Ethereum, 

Avalanche, Polkadot, etc. to achieve bidirectional interoperability with these chains. 
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4.2 Token Distribution 

Redix token is the native token of the Redix Finance platform and the main functions of the 

platform will be performed using Redix token. Redix token is not mintable. Therefore, there will 

be no increase in supply over time. Furthermore, most of the tokens are locked/vested by the 

smart contract. 

 

 

 

 

 

 

 

 

 

 

Ticker: Redix  

Total Supply: 100,000,000  

Team: 10,000,000 - 10%- (Locked for 12 months)  

Seed/Private/Strategic Sale: 17,000,000- 17%- (Initial unlock varies between 5%-20%. Vesting 

varies between 4-12 months) 

Public Sale: 1,250,000- 1.25%- Unlocked 

Liquidity Fund: 10,000,000- %10- (50% of it is locked for a month and will be used for the CEXs 

liquidity. 50,000,000 allocations will be used for DEXs liquidity)  

DAO: 6,750,000- 6,75%- (Locked for 6 months,then then vested for 24 months) 

Treasury& Incentives: 10,000,000 – 10%- (Locked for 3 months, then vested for 48 months) 

Liquidity Mining: 45,000,000-45%- Locked for the ecosystem- (A daily 4,500 will be minted and 

distributed to contributors for a total of 1,000 days) 
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6  Conclusion 

No doubt, DeFi is the most proper concept for the spirit and purpose of cryptocurrencies and 

blockchain. Considering the open-source nature of the decentralized blockchain world, it is an 

inevitable outcome that all innovations are public and continue as an endless loop. This is why 

the DeFi technology of 2020 has evolved to DeFi 2.0. Obviously, the recent liquidity crises 

have played an important role in this evolution. Naturally, it can be assumed that a single 

mainnet or approach will no longer be sufficient for a disruptive technology like 

DeFi/blockchain. Therefore, the operation of projects building DeFi products connected only 

to a single mainnet would be contrary to the evolutionary spirit of the blockchain. On the other 

hand, Redix Finance, with its open-source decentralized infrastructure, will make sure users 

have a good and secure DeFi experience by building financial bridges between various 

mainnets, particularly Ethereum, Polkadot, Solana, Avax, and Polygon. Plus, it’ll offer Redix 

token holders a chance to gain different earnings with its fair economic design. Although we 

already mentioned about the evolution of DeFi 1.0 to DeFi 2.0, as a result of the inevitable 

nature of evolution as well as its flexible and well-designed mathematical infrastructure, Redix 

Finance would easily keep up with potential evolutions in the future. 

 

 


