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Disclaimer: This document is for information only. It is not an offer to sell or a solicitation to buy any security, token, or
financial instrument, and it is not investment, legal, tax, or financial advice. Nothing here is a promise of yield, return, or
future performance. Protocol parameters described are configuration and may change. Statements about future
development reflect current intent and are not commitments. Using the protocol carries risk, including total loss of
funds — smart contract risk, oracle risk, liquidation risk, and the risk that a supplier claim is not repaid in full. An audit
has not been completed, no audit eliminates risk. Digital assets are volatile, and their treatment under law varies by
jurisdiction. Availability may be restricted in some jurisdictions. Do your own research.
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Summanry

Constant Finance is a hon-custodial, peer-to-peer lending protocol. Borrowers get
a rate that is fixed at origination and a loan they can repay at any time. Suppliers keep
their capital in their own wallets until the moment aloan settles.

The combination is the point. A fixed rate turns an unknown cost into a known one.
The right to repay early turns that known cost into a ceiling rather than a lock-in.
Together they remove the requirement that fixed-rate lending has always carried —
that a borrower and a supplier want the same size and the same term, on opposite

sides, at the same moment.
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| APY = x% | APY =Xx% + premium

Buys the borrower the right to repay at any time

| Borrower: locked until maturity | Borrower: fixed cost, free to leave l

Supplier: locked until maturity Supplier: two sources of return
| | — fixed rate + premium
| — heeds an exact counterparty | — no exact counterparty needed

same size r same term - opposite side
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The Problem

2.1 Fixed-rate lending demands an exact counterparty

+ To write a fixed-rate loan you need someone on the other side who wants the mirror
image of your trade: same asset, same amount, same term, opposite direction. That
counterparty mostly does not exist. The demand is real and it simply does not clear.

* Theindustry's response has been to add more places to match. Every new venue splits
the same order flow into smaller pieces. Distribution gets thinner; the underlying

requirement — exact coincidence of wants — is untouched.

g

2.2 Floating rates make the cost of capital unknowable

+ Under a floating rate, a borrower's cost of funds is a random variable. Any strategy
whose return is bounded — carry, basis, market-making, financing a real-world cash
flow — cannot be underwritten against an unbounded, unknowable cost. Faced with
that, the rational decision is not to borrow at all.

+ This is why on-chain credit skews so heavily toward directional, high-variance
strategies. It is not a question of trust in smart contracts. It is that the instrument for

earning carry has not existed on-chain in a form that a risk-managed desk can hold.
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How It Wonrks

3.1Afixed rate you can repay any time.

Every Constant Finance loan carries a rate fixed at origination, and every borrower can
repay at any time with no penalty. That rate has two components: the base rate for the
term, and a premium for the right to repay early. The premium is not a separate fee. The
supplier prices it into the rate they are willing to lend at, and the borrower pays it only as

part of the rate, only for aslong as the loan is open.

For the supplier this means two sources of return, not one: the fixed rate for the term,
plus the premium for the prepayment right. And when a borrower does repay early, the
principal is released back to the supplier at once, ready to be lent again for the next
return. For the borrowen, the cost of the loan is known the moment they sign, and a

better rate can be taken whenever one appears — at any time, with no penalty.

@ ONE SUPPLIER'S CAPITAL

time >
Borrower A Borrower B Borrower C
3-month term T-month term X-month term
v repaidat month 2 v repaidatday 15

T T

-] repaid early > relent at once

@ Different terms, one supply. No mirror counterparty needed. . Fixed rate . Prepayment premium
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Howv It Works

3.2 Matching is off-chain. Money moves only when a loan settles.

Suppliers and borrowers sign orders off-chain: a supplier's order states the minimum rate they
will lend at, a borrower's the maximum they will pay. Signing costs nothing and moves nothing.
The funds stay in the supplier's own wallet. Much of the idle lending capital on-chain sits in Aave
today, and a supplier does not have to move it to quote here: an order can be posted against
aTokens, and the capital keeps earning Aave's supply rate while the order waits.

When a supplier's rate, plus the protocol spread, fits inside a borrower's rate, the match settles
on-chain in one transaction: the supplier's funds are drawn, the collateral is taken into custody, an
isolated Position opens for the borrower, and the supplier receives a transferable Constant NFT
representing their claim. All of it settles, or none of it does. Rates are set by where orders
overlap, not by a market maker.

Each Position is one borrower's loan with its own collateral, debt and rates; a problem in one loan
does not reach another. A Constant NFT is a claim on repaid principal and funded interest —
transferable, and it keeps its place in the repayment queue when it changes hands.

1 BEFORE THE MATCH

6 Supplier’'s Wallet: aTokens 2 | Borrower
(] StillEarningin /A QQVEe O Collateral
74 Signed Order: Minimum Rate 74 Signed Order: Maximum Rate

2 DURING THE MATCH

> supplier (RN
- Borrower '

v overlap > match

@® Nothing moves above this line

4, Settlement-one transaction

Funds Collateral Position oo Constant

o
Drawn into Custody opened *  NFTminted
from supplier wallet from borrower isolated to supplier
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Howv It Works

(
3.3 Refinance: Borrow new to repay old.
Refinance is how a borrower takes a better rate without closing out. The borrower signs
a refinancing order. New suppliers are matched to fund the full payoff of the existing
position — outstanding principal plus interest accrued to that moment. In one transaction
the new suppliers' funds settle the old position, the old position closes, a new one opens
on the new terms, and the collateral moves straight across. The borrower never needs
the cash on hand, never re-posts collateral, and pays no penalty. The old suppliers are
repaid in full; they are not asked to accept new terms.
-
New Suppliers
full payoff: éb one transaction — all of it, or none of it
principal + accrued interest
Q@ Old Position X Closed ( . A
Q@ New Position
+ debt: principal
" ° . T « debtat new rate
+accrued interest
74 74 + collateral
» collateral .
new rate
old rate \_ -/
Borrower’s Wallet
) .
Nno cash needed - No re-posting  No penalty
s &, copzranT :
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Howv It Works

3.4 Debt can move in from Aave — and back.

The same mechanics extend to debt held elsewhere. An Aave V3 borrower can take a
fixed-rate loan from Constant Finance, use it to repay Aave, release their collateral — as
aTokens, if they choose — and post it to Constant Finance, in a single transaction.
aTokens are accepted as collateral, so the collateral keeps earning throughout. If Aave's
rate later becomes the better one, the borrower repays Constant Finance early, at no

penalty, and moves back. There is no lock-in in either direction.

Zb Migrate in - one transaction

Borrow Fixed — Repay Aave — Release Collateral as aTokens — Post to Constant

When fixed is the better rate \

oW, ibmTERRT
(6] aToken Collateral @eg WiTSITHIY
*® FiPFMOE

Fixed Rate

J

Floating Rate stays as aTokens keeps earning

When floating is the better rate

Move back - repay early, no penalty

3.5 Liquidation is permissionless.

Position health compares debt against the risk-adjusted value of collateral, using oracle
prices and a per-asset liquidation threshold. A position becomes liquidatable when its
debt exceeds what its collateral supports, or when maturity has passed with debt
outstanding. Anyone can liquidate: repay the delbt, take eligible collateral plus a bonus.
Before maturity a single liquidation may cover at most half the debt; after maturity, all of
it. Liquidation is a recovery mechanism, not a guarantee that every supplier claim is

repaid in full.
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What s Live Today

Signed orders, matching and settlement, positions and Constant NFTs,
repayment, refinance and liquidation are deployed on a public testnet.

aToken supply orders, aToken collateral, and Aave debt migration ship
with mainnet.

Market

Fixed income is not a niche. It is roughly $160.7 trillion outstanding globally
(SIFMA, 2025) and represents about 51% of total capital markets. The on-
chain equivalent — lending, at any rate structure — is on the order of 2% of
total crypto market capitalisation. The penetration gap is more than
twentyfold.

In traditional markets the overwhelming majority of deployed capital earns
carry. On-chain, almost all of it chases alpha. The gap is not a difference in
appetite; it is the abbsence of an instrument.

The near-term addressable set is enumerable rather than estimated. On
Ethereum mainnet's Aave V3 alone, floating-rate debt that is structurally
Mispriced relative to a fixed, prepayable alternative has an upper bound in
the high hundreds of millions of dollars — before counting L2 deployments
or any other lending venue. These are identifiable positions, not a survey.

The first cohort of demand comes from two places: that migratable delbt,
and the fact that basis and carry participants are natural counterparties on
both sides— the same desks that need to borrow also have assets to supply.

Chehe Litepaper




Token

Constant Finance will have a token. Its allocation and unlock schedule will be
published in fullat TGE.

One design constraint is worth stating now, because it is the part that is
easy to promise and hard to keep. However protocol revenue accrues to
the token, that accrual must be fixed in the mechanism itself — automatic,
and not contingent on a future governance vote. A revenue switch that
needs a governance war to flip is not a claim on revenue.

Status

The protocol is deployed and running on Ethereum Sepolia. Contract
addresses, supported assets, and the full risk configuration are published in
the protocol documentation.

Constant Finance is in audit. Mainnet is targeted for later this yean.

Live scope is supply, withdraw, borrow and repay, with liquidation and
refinance. aToken supply orders, alToken collateral, and Aave debt
Migration arrive with mainnet.
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