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Abstract:

The blockchain landscape is withessing a rapid evolution of decentralized
finance (DeFi) protocols that offer innovative solutions to longstanding
established paradigms. Among these, the Kryptonite protocol emerges as a
multifaceted platform operating within the Sei ecosystem.

This paper presents an examination of Kryptonite’s distinct functionalities
encompassing token utilities, staking, stablecoins, outlining its underlying
mechanisms and implications. The protocol’s intricate decentralized design
aims to capitalize on stakeable assets like SEI, ATOM, and ETH, to foster
secure and stable returns while facilitating interest-free liquidity provision and
collateralization.

This work sheds light on the intricate interplay of these features, highlighting
the protocol’s potential in reshaping the DeFi landscape.
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1. Introduction:

Kryptonite protocol is the premier SEI liquid staking platform, providing an infrastructure to ease
staking for SEI users, with added features allowing users to earn compounded interest on SEI while
accessing leverage. It represents the essential engine for liquid staking, leverage, and lending on
SEI. The Kryptonite protocol emerges as an innovative and multifaceted ecosystem situated within
the Sei blockchain, setting a new standard for DeFi protocols.

2. bAsset Creation and Maintenance:

Kryptonite introduces the concept of bAssets, achieved by staking native SEI tokens. The paper
outlines the protocol’s approach to maintaining a 1:1 ratio between bAssets and native SEI, while
accommodating network slashes and penalties. The mechanics behind bAsset rewards distribution,
staking rewards, and unbonding procedures are analyzed, shedding light on the protocol’s
resilience and user experience.

TOKEN UTILITIES

SEILOR token powers the Kryptonite protocol by enabling users features, such as access to SEI
staking infrastructure, access to the mint function to be able to mint stablecoins via SEI, priority
access to the infrastructure offered by Kryptonite protocol, and access to special promotions.

Kryptonite offers liquid staking as a service for the SEI community. The fees of the service can be
paid in the project’s utility token to avail a discount.

SEI network validation is rewarded with block rewards and transaction fees. SEI stakers earn these
rewards through delegation for network security and through a responsible selection of network
validators.

Kryptonite offers liquidity to these stakers in return for a portion of network fees earned by them.
These fees, if paid in the network SEILOR token, are discounted.

3. Stablecoin Minting:

The minting of KUSD, Kryptonite’s stablecoin, is explored, emphasizing the unique collateralization
model. Users pledge bSEI tokens to mint KUSD, achieving a 200% collateralization ratio. The paper
examines the fee-free nature of the minting process, the influence of Pyth SEI-USD price feed, and
the potential for liquidation if collateralization dips below 150%. This section underscores the
significance of kUSD in expanding opportunities within the ecosystem.

4. Conclusion:

As decentralized finance continues to mature, protocols like Kryptonite present a shift in
established paradigms. By skillfully integrating staking, stablecoin, and utility functionalities within
the Sei ecosystem, Kryptonite pioneers a new dimension of secure and stable DeFi infrastructure.
This paper illuminates the protocol’s intricate workings, laying the groundwork for further
exploration and potential advancements in the DeFi arena.
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