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Abstract

In this paper, we present how the Continuous Liquidity Protocol System (CLPS) will
become a key feature of the Investoland ecosystem by providing liquidity to the systemin a
fully automated manner. We also present the ways in which the CLPS will provide a return on
investment to liquidity providers by charging a fee from all transactions performed on
Investoland, and by leveraging arbitrage opportunities.

Since Decentralized Finance (DeFi) applications struck the market in 2018, the concept
of continuous liquidity rapidly became one of the most important features within this new
industry. But, until now, continuous liquidity solutions had mainly been used in the
digital-assets space. The novel idea behind Investoland’s CLPS is to also enable real-world
projects and assets to have access to continuous liquidity; incentivizing new investors into this
venture.

We will be presenting some basic aspects of what Investoland is, and some
background of how blockchain technologies evolved up to the point where we can think about
how to support real-world projects with continuous liquidity. We will also be presenting the
main components of the proposed solution and how to become part of it.

We hope you enjoy this reading!
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1. Introduction

Background

The Internet paradigm

We live in a world that is ruled by the Internet paradigm. This paradigm has enabled
the appearance of new ways of producing and distributing existing products and has also
enabled the creation of new products, services, asset classes, and markets. One of the key
features of Internet-based markets is their massive scale, which was inaccessible before the
emergence into the mainstream starting in the ‘90s with the birth of the web. Being able to
coordinate large networks of users in order to generate, provide, and extract value has
enhanced the emergence of multiple multi-million dollar businesses such as Apple, Amazon,
Facebook, and Google. But this paradigm shift towards a digital world didn’t include a key
feature that now seems obvious: native Internet money.

The blockchain technology paradigm shift

This innovation was finally born with the publishing of Bitcoin’s White Paper in 2008
and the subsequent massive adoption that has turned it into an asset class with more than
$219 B in market cap. Bitcoin not only proved that the idea of having a decentralized digital
currency based on cryptographic consensus at large scale was possible, but it also introduced a
novel underlying technology: blockchain, which has since powered the emergence of many
platforms such as Ethereum, which dramatically lowered the barrier to entry for the issuance
of digital assets

The emergence of digital assets

Fast forward to 2020,the concept of smart contracts is revolutionizing financial
services. Many smart contract platforms have emerged and thousands of digital assets have
been issued, enabling novel ways of thinking about how to represent and transfer value over
the Internet or in a decentralized fashion. Just to name a few types of digital assets, we now
have cryptocurrencies, stablecoins, equity-backed assets, utility, and synthetic assets. It has
become an industry with more than USD 363B market cap and, although Bitcoin still has a
dominance of around 60%, other assets and networks have accrued a lot of value.

Digital Assets issuance

Digital assets are issued via a specific type of smart contract, which are simple
computer programs that run deterministically in the context of a blockchain that supports
them. Smart contracts have some special characteristics, being two of the most important
ones: immutability and that they are deterministic, meaning that the outcome of its execution
is the same for everyone who runs it, given the context of the transaction that initiated its



execution and the state of the blockchain at the moment of execution. The unit of value
representation of a given digital asset is commonly known as a token, which can be owned and
exchanged between peers and in different types of exchanges. Tokens are issued via a special
type of smart contracts, the most well known and widely used being Ethereum’s ERC-20
standard®.

DeFi

Decentralized or Open Finance, commonly referred to as DeFi, refers to the industry of
financial services — payments, lending, trading, and more — provided through decentralized
platforms on public blockchains, as opposed to highly centralized traditional financial
institutions, according to defiwiki.org. These set of technologies, which mainly run on the
Ethereum blockchain, have seen explosive growth from 2018 to 2020.

The first application that had significant traction within DeFi was DAI, a stable coin that
is issued by Maker DAQ’s Foundation protocol and was launched on the Ethereum mainnet in
2017. After DAI many other DeFi applications launched and have together nurtured a vibrant
ecosystem that today includes Decentralized Exchanges, Lending Protocols, Derivatives
Issuance Platforms, Stable Coins, and Automated Market Makers, among others. These
applications today account for more than $10.68B of Total Value Locked (TVL)? in their smart
contracts and there is almost $19B° worth of stable coins issued only on Ethereum, at the time
of writing. Investoland aims to blossom as one of the main players in this industry, and one of
the first ones to create a bridge between real economy projects and DeFi.

Bringing real-world assets to DeFi

Until now, most of the assets that have enjoyed the many benefits of the DeFi
ecosystem are native blockchain assets or digital assets. Users can leverage the use of these
assets by accessing the protocols in existence and take loans, buy and sell assets without
depending on a custodian, leverage their trading positions and access liquidity from a large
share of shareholders across the globe by using Automated Market Makers.

Today, the first set of applications that aim to provide these same benefits to
real-world assets such as real estate, mortgages, and loans is being born within the DeFi space.
Protocols such as Centrifuge allow real-world assets to be issued on the Ethereum blockchain
and the CLPS is launching the first Automated Market Maker focused on providing instant
liquidity to real-world projects, which usually struggle to access it, due to the nature of their
industries.

Meet SeSocio
SeSocio.com is the leading investments marketplace platform in Latin America. The
management team has a proven track record in technology and finance. Together, they have

! Mastering Ethereum, Antonopoulos, Wood.
2 https://defipulse.com/
3 https://public.flourish.studio/visualisation/3828410/




built a company that has allowed hundreds of projects to be funded through its platform and
more than 3M transactions executed.

The company provides a gateway for all kinds of investors to access a world of
opportunities previously reserved for the wealthy or accredited investors.

The investment platform’s opportunities range from real-world investments such as
real estate, logistics, startups to cryptocurrencies and DeFi protocols.

Allowing crowd investment spaces to scale to its true potential SeSocio made the
decision to develop the Investoland platform?, which will create its own decentralized
economy, powered with its own ERC20 native token, the Inve Coin. The platform will allow
users to invest in a completely peer-to-peer, community-driven marketplace that is powered
by smart contracts, which provide transparency and reliability.

The Team at SeSocio.com is proud of everything they have built and achieved. Their
ethos of providing access to exciting investment opportunities to everyone has fueled their
passion. The company has offices in five different countries. It has a client base composed of
users from all over the world and is proud of the more than 100 people team they have built to
serve their community. Investoland will be part of the same group of companies and carry the
same trusted name of the SeSocio group. SeSocio was the first use case of Investoland’s
network.

Investoland

Investoland is an investment marketplace in which investors will be able to invest in
real-world projects leveraging blockchain technologies. Investoland will be a global
decentralized investment network built on top of the Bitcoin blockchain, developed with the
funds raised by the SeSocio Group as a result of the Inve Coin token sale, in which $9.1M were
raised in October 2019. Investoland will empower the widespread use of financial smart
contracts, be it for any individual, software, or company, including SeSocio, thus creating a
global, scalable, decentralized, and transparent solution to investments worldwide.

Inve Coin

The Inve Coin is the native currency of Investoland and the fuel behind every
transaction performed on the network. Once a new user joins the platform and makes an
initial investment in any given project or asset, she receives Inve Coins in exchange for the
investment made, which can be done in Fiat or cryptocurrencies. Once Inve Coins are in her
portfolio, she’s ready to start investing within the platform. Investors also receive the return
on their investment in Inve Coins, which they can later liquidate in Investoland’s trading
platform, taking advantage of the liquidity provided by the CLPS.

Trading platform - Why is it important in Investoland

Trading platforms

4 https://www.investoland.io/




Digital assets can be bought and sold on a peer to peer (p2p) basis or in different types
of trading platforms. Even though p2p transactions are very valuable and interesting in itself, in
this paper we will focus on trading platforms. There are different types of trading platforms in
the blockchain industry, with the most common division being between centralized and
decentralized exchanges (DEXs). The main difference between centralized and DEXs is that, in
the first case, there’s a single entity that controls and manages the exchange’s funds and
investors must create an account to be able to make orders of any type. In the latter, investors
use a personal, or non-custodial, wallet to make orders and all transactions are routed in a
similar fashion as P2P, but supported by the use of smart contracts powered by the exchange.
Independently on what type of exchange we’re dealing with, there’s one common feature
which, together with security, is the key feature exchanges should have: liquidity.

Trading exchanges and liquidity

Liquidity in a trading platform refers to the ease in which an asset can be traded for
other assets without having a significant impact on its market price. When we speak about an
asset’s liquidity we can observe that there are some assets that are more liquid than others,
for example, intangible assets such as stocks or digital assets are more liquid than tangible
assets such as real estate or art. But even among each category, not every asset is created
equal, and that’s why we observe that, for example, there are certain types of digital assets
that are more liquid than others. There are many reasons that produce a lack of liquidity and
can affect the trading of assets at their market price. Some of these sources are exogenous
transaction costs; demand pressure and inventory risk, which means that if an investor wants
to quickly sell an asset he might not find a counterparty to do it. Thus, he might be tempted to
sell to a market maker at a discounted price; additionally it can be difficult to find a
counterparty to trade a particular asset or a large quantity of a given asset. Finally, once the
counterparty is met a price must be agreed in order to proceed with the transaction®.

CLPS Value Proposition

The objective of the CLPS is to provide a mechanism to ensure liquidity within the
Investoland ecosystem, allowing investors to instantly exchange any asset within the trading
platform. This paper presents the proposed mechanisms to achieve automatic liquidity and the
features that allow investors to become liquidity providers in exchange for a return on their
investment. The return on investment is accrued by the CLPS by deriving a percentage of the
exchange fees paid in the Investoland Exchange, and by arbitrage opportunities within the
CLPS. All returns are automatically allocated to the CLPS in order to provide it with more depth
and revalue the price of the Liqui Token.

2. Liqui Tokens

5 http://pages.stern.nyu.edu/~Ipederse/papers/LiquidityAssetPricing.pdf




What is a Liqui Token?

The Liqui Token could be considered as a portion of the CLPS representing the stake
each liquidity provider has in the community as a whole - technically speaking, it is an ERC-20
token that will be created on blockchain. Whenever an investor decides to participate in the
CLPS project, the investor will receive these tokens. The CLPS will have a mechanism to
increase the valuation of the Liqui token creating returns to the token holders.

The same token will also be used to determine the stake of each investor in the
governance of the protocol rules once the DAO is fully implemented.

Automated Market Makers

Just like regular automated market makers, the CLPS is an agent that provides liquidity
in electronic markets by algorithmically calculating prices. But the main difference is that the
CLPS will be built by using blockchain Smart Contracts. The set of protocols that compose the
CLPS will allow investors to take advantage of the CLPS liquidity in order to perform instant
trades and will also have the possibility to become liquidity providers of the Investoland
trading platform and receive a passive income from the transactions processed in Investoland.

To become a liquidity provider users buy any given amount of Liqui Tokens (LQT),
which determines their stake in the protocol and can later realize their investment by selling
Liqui Tokens in the trading platform. They will also be able to provide redeemable liquidity also
in exchange for Liqui to Tokens periodic fees.

During the first half of 2020, we have seen some improvement opportunities by closely
following up on the evolution of some of the most important DeFi projects, specifically within
the fully automated continuous liquidity protocols space. This has helped us design the CLPS to
leverage liquidity protocols in a different way to most players in the space. In Investoland, we
will take into consideration the experiences from every other DeFi project.

Network of Project Tokens

Investoland’s network will provide a global, decentralized, crowd investments platform
that will pave the way for businesses and entrepreneurs to leverage all the benefits of
decentralized technologies without the need of having any technical skills.

We have already presented how the Investoland platform will allow projects to use the
Inve Coin to perform investments operations. The projects will also be able to automatically
engage with a secondary market of individual investors within a trading platform that will use
the liquidity provided by the CLPS Protocol.

The Smart Contract’s project tokens will be based on the ERC-20 standard. Once the
CLPS is fully active the investors will be able to trade their tokens for any other token in the
network, such as project-specific tokens, Liqui Tokens, Inve Coins, or iUSD (which is a digital
representation of the US Dollar).



Continuing with our example, suppose that the Inve goes up to IUSD 15, that is to say
that it went up 50%; Manhattan Tokens, following the token / Inve parity, consequently rise
50% compared to the ilUSD. This would result in a 50% increase in the value of the tokens in
the liquidity pool. In conclusion, each Manhattan Token is worth IUSD 1.5 and IUSD 7500
would be obtained for the sale of Inves.

STOCK BENEFITS IT_TFLJTI;DIT?(F IUSD
100.000 10.000 ?/ 500
IUSD IUSD ) 1119
IUSD
105.500 Manhattan Tokens held by |
investors INVES in
Manhattan
Protocol

If the Inve price goes down, the price of the Manhattan token goes down
automatically, as it is tied to the value of the Inve. Therefore, it would be an excellent
opportunity to purchase tokens in the Pater Protocol since once the project is completed,
those last Manhattan Tokens purchased will be redeemed with the initial conditions of the
project, originally offered by the entrepreneur.

Project Pricing example

Each one of the projects that uses the continuous liquidity feature will have a specific
amount of tokens and the corresponding amount of Inves under the project protocol’s reserve,
constituting a native trading pair, as described above. To determine the price of each token in
IUSD, the exchange will combine the price determination formulas of the Project Protocol and
the Pater Procol.

Since all of the liquidity pairs will have Inve coins, it is possible to consider this situation as a
composition of functions in which the Inve is the connector. So, whenever a trader wants to
trade assets that do not have a corresponding liquidity pair, the trading platform is able to
perform the trade by combining other liquidity pairs within Investoland.

Let's suppose someone would like to know what the price in IUSD for a specific project
token is, the exchange could combine the project protocol and the Pater protocol.

25



usD 10 INV 1

10 MT 5INVE

Considering that the project protocol has 10 project tokens and 5 INV, the price in INV
for the project token will be 0,5 INV; considering that the Pater protocol has a balance of 1 INV
and 10 USD, price determination of the project token will be 5 USD.

Continuous Liquidity Protocol System Overview

Until now we have been presenting the different components that will be combined to
create the Continuous Liquidity Protocol System. In this section, we will present the main
components and how they interact with each other.

The Inve target price ponderation

If we consider Investoland as a whole, its market cap can be defined by the sum
of the market price of all the projects and the total amount of the assets in Investoland
within Investoland. Since the native currency within Investoland is the Inve coin, we
can define the total supply of Inve coins to be equal to the total market cap defined
previously.

Total project market cap = Inve Market Cap
Based on what we have presented, we define the “target price” of the Inve as

the price that is determined by the network's tradable assets and the total amount of
assets within Investoland. The formula for the target price is the following:

Itp = M-a—T-Aﬂﬁc

Itp: Inve Target Price
Ma: Market Value of all the tradable projects [USD]

TAC : Total Assets in Investoland not included in =Y [USD]
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Itc : Tokens circulating supply of INV

In a wise market, the price per token would not go below this number,
however, and for various reasons, the price may fluctuate above this target price. And
if the price of the Inve in the Pater protocol goes below this price it could create
interesting investment opportunities.

In other words, the minimum Inve price could be estimated by taking into
consideration the underlying tradable assets in the network. In an ever-expanding
catalog of assets, and with a limited supply of tokens, the logical next step is for the
coin’s minimum price to grow and match the assets being traded on the network.

For example: If a project offers the funding of trucks on the network, and each
truck has a real-world market price of USD 100.000, but the truck is being offered for
25.000 Inve when the Inve is priced at 0.9 USD in the market, this presents a price
discrepancy. This situation is not likely to last very long, as it presents a clear
opportunity for investors to make a profit off this and return the markets to a balance.

Arbitrage opportunities in the CLPS

To fully understand how the arbitrage opportunities in the CLPS work, let’s not forget
that the Inve coin has a fixed supply of 33,949,353 and that it is the main investment
instrument within the Investoland platform, as presented in the Investoland paper. Also,
please take into consideration the way whereby the Inve theoretical price is calculated.

Taking under consideration that the CLPS will provide continuous liquidity to the
Investoland exchange, it is important to analyze the deviation between the Total Value of
Active Projects and the Assets and the Inve Market Cap, as presented in the following graph.

usb R Projects Market CAP + Assets

/_INVE Market CAP

INVE Market CAP

Qﬁgher

Time
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Whenever the projects’ market cap grows (i.e. new projects or assets are deployed in
Investoland), the price of the Inve coin does not automatically appreciate, since it has its own
liquidity pair (the Pater Protocol, presented previously in the Pater Protocol section). In such a
case the Inve coin is undervalued. In other cases, where the projects’ market cap falls below
the Inve market cap, the value of the Inve coin could be Higher than the Projects and the
Assets.

These market cap variations may occur due to the creation or finalization of projects,
the increment in the total assets in Investoland, or the change in the valuation of the projects
or the assets. In this situation the CLPS will arbitrate and take profit of this market opportunity,
and this will take the Inve to its fair price again.

CLPS Target Price Feedback Algorithm

One of the most significant components of the CLPS is the Inve Target Price Feedback
(TPFA). The TPFA arbitrates the variation of the prices between the Inve coin market cap and
the assets according to the theoretical price presented previously.

usb e Projects Market CAP + Assets

. _JINVE Market CAP TPFA Trigered ———

Time

Arbitrage opportunities in the CLPS

Whenever the price of the projects and the assets increase compared to the Inve
market cap, the TPFA is triggered, taking advantage of the arbitrage opportunities that impact
the Inve valuation in the Pater protocol by pulling the required quantity of Inve coins. Then
those Inve coins are deposited in the Liqui Protocol and appreciate the value of the Liqui
tokens in relation to the Inve. The TPFA also modifies the liquidity protocols of the projects
maintaining the market cap of each project stable to IUSD, according to the price
determination in the Pater Protocol. This algorithm will be activated randomly in time to avoid
speculative usage of the arbitrage by the investors.
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If for any reason the price of the projects decreases below the Inve market cap this
algorithm will not perform any movements, allowing the investors to act as arbitrageurs.

INV and Liqui Token relationship

As we presented previously, the Pater Protocol is used to determine the price in IUSD
of the Inve coin. By combining the price determined by the Liqui Protocol it is possible to get
the price in IUSD for each Liqui Token.

As we presented earlier, when the Target Price Feedback Algorithm gets triggered, it
takes advantage of the arbitrage opportunities, impacting the valuation of the Inve with an
increment in its price, relocating Inve Coins from the Pater Protocol into the Liqui Protocol. By
doing this, the value of the Inve increases (in USD), and the value of the Liqui Token increases
(in Inves). This is represented in the left part of the graph below, showing how the Liqui token
price increases faster than the Inve.

It is important to note that, whenever the Inve is overvalued, the TPFA is not triggered,
and the price variation of the Liqui Token will depend strictly on the trades performed in the
Liqui Protocol, which determines its price in Inves.
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4. Token Flow scenarios

In this section, we will introduce some examples of the most common token flows to
ease the understanding of the CLPS. We will also present the implications of the movements in
each liquidity pair and the price slippage in each one of them.
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