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Disclaimer: The Liquid Liberty Protocol is under active development, and building through a volatile

market means we adapt as it moves, so specific parameters, contract designs, and features described here

are subject to change. This document describes the full protocol we have built and the phased path by

which we are bringing it online; throughout, it marks what is live today. Nothing in this document

constitutes financial advice, an offer of securities, an invitation to invest, or a solicitation of any kind.

The tokens described herein are functional components of the protocol’s commerce ecosystem, not

investments.

Liquid Liberty: The Next Step in Economic

Evolution

v7 · July 2026

Abstract

The Liquid Liberty Protocol is a peer-to-peer commerce ecosystem architected for deep liquidity, price

stability, and eventual governance minimization. It deploys a dual-token model: LMKT , a collateral-

backed medium of exchange engineered for stable, predictable commerce, and LBRTY , the fixed-

supply token that secures the system and gates participation. Collateral is held through an intermediate

vault layer that insulates the Treasury from external stablecoin issuer actions, while an autonomous

Strategic Reserve, capitalized primarily in LBRTY , stands ready to recapitalize the Treasury in the

event of stablecoin failure. All protocol fees are distributed deterministically between the Strategic

Reserve and liquidity-provider stakers through a stage-based system encoded in immutable smart

contracts. The protocol supports both standard marketplace transactions and point-of-sale (POS)
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payments, with opt-in transaction privacy for user safety, and anchors identity in Nostr keypairs with

optional wallet linking.

The full protocol is designed and built. Rather than launch it all at once into a market that cannot yet

support it, we are bringing it online in phases, and Phase One is live today: the Liberty Vault. It is an

independently audited collateral engine whose redemption value, measured in its collateral, only

ratchets upward, and which is designed so that a rush for the exits strengthens the holders who remain.

This paper describes the complete protocol and marks, throughout, what is Live  now and what is still

Coming .

I. A Declaration of Principle

We believe in free markets for a free people. We believe in privacy. We believe in Crypto, as intended.

The modern digital landscape is dominated by centralized platforms that treat users as products. They

extract punitive fees, practice arbitrary censorship, and build empires on volatile, inflationary tokens.

The Liquid Liberty Protocol is a fully autonomous, hybrid system designed to restore power to the

individual. Smart contracts serve as a trustless financial core, while the off-chain dApp provides a user-

friendly experience. It is an immutable public utility, not a corporation. It is a free market, operated by

its participants.

II. Beholden to No One but the Protocol Itself

We funded this ourselves. No presale, no sacrifice, no token sale, no venture capital. That is not a

footnote; it is the reason the rest of this document reads the way it does. Because no outside capital owns

a piece of us, we answer to no one, and that independence is what lets us adapt to a volatile market: we

ship real value in disciplined phases and sequence the build around what conditions allow, rather than

forcing a grand simultaneous launch and hoping the market cooperates.

Our incentives are aligned with participants by construction. No individual founder or team member

holds a personal token allocation; the team bought LBRTY  on the open market like everyone else. The

only reserved allocation is a small operations share that belongs to the protocol itself, used solely for its

needs (liquidity, development, outreach, etc.) and never drawn down for private benefit. That operations
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account is team-operated only during the build, run on the protocol’s behalf the way the protocol’s

automated executives eventually will, and passes to automated control when admin control is renounced.

The arbitrage revenue that keeps the vault on peg is likewise recycled back into the protocol, not

extracted.

III. Phase One: The Liberty Vault Live

The Liberty Vault is the live first piece of the protocol, deployed standalone on PulseChain. You deposit

a collateral stablecoin (currently bridged DAI) and receive dMKT  (“DAI Market”), the vault’s share

token. You can redeem dMKT  back for collateral at any time. Between those two acts, one property

holds by construction: the amount of collateral the vault will return per token only goes up.

3.1 A Floor That Only Rises

The vault prices its token from an internal accounting figure, not a live market:

redemption price = total collateral ÷ token supply

Every mint and every redemption charges a spread (1% in Phase One, while the vault runs standalone)

that stays in the vault as permanent backing. Because that retained collateral is never matched by a

proportional change in supply, the collateral-per-token ratio ratchets upward on both sides of the

trade. Reading the internal accumulator rather than the vault’s live token balance is also what

neutralizes the classic donation and first-depositor inflation attacks that compromise most share-

based vaults: a direct transfer into the vault does not move the price. (When the Phase-Two Treasury

ships, this 1% spread is shared between the vault and Treasury layers rather than taken entirely by the

vault; see Section IV.)

This is the one genuinely novel property at the heart of the protocol: a redemption floor,

denominated in collateral, that only ratchets upward and, short of a failure of the collateral asset itself

or a smart-contract exploit, is proven never to fall. That invariant is exactly what our independent

audit verified.
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Scope and limitations: This describes the vault’s redemption value, what the protocol will return per

token, measured in its collateral. It is not a claim about the token’s market price on any exchange, which

is set by supply and demand and can diverge for many reasons. Nor is it a claim about dollar value: the

collateral asset itself (DAI ) carries its own depeg and bridge risk, entirely outside the protocol’s control.

The mechanism operates only when activity occurs; in practice, the arbitrage engine described in Section

3.3 keeps the vault active even without organic volume.

3.2 No Bank Run Here

The interesting part is where the appreciation comes from. A deposit nudges the floor up only slightly

(buying and holding barely moves it). A redemption moves it far more: the tokens leave supply

entirely while their spread stays behind, backing fewer tokens than before. The effect grows as the

redeemed share of supply grows.

The consequence is the inverse of a bank run. When faith wavers and people head for the exits, each

token that remains becomes more backed: the floor rises fastest precisely when others are fleeing.

When faith is high and people accumulate, it stabilizes. Holders are protected, not punished, when

others leave. The vault is designed to be run-resistant: a rush for the exits is engineered to strengthen

the position of everyone who stays rather than break it.

3.3 The Arbitrage Engine

The vault’s token trades on a public DEX pool (PulseX V2) against its collateral. An arbitrage bot

keeps that market price aligned with the vault’s internal redemption price, and every time it closes the

gap, another spread-retention event deepens the backing. This runs on the vault’s own activity: even

with zero organic volume, the arbitrage alone keeps the engine turning.

During this bootstrapping phase, our own bots run that arbitrage without rate limits, so the revenue

accrues to the protocol instead of leaking to outside MEV bots. This is an advantage, not a monopoly.

No one is locked out: public access to the vault exists, simply rate-limited, and if our bots ever went

idle, the peg would only loosen, widening the opportunity for everyone else. The vault itself is a

steady, ever-present backstop. As the protocol matures, arbitrage opens fully to all, exactly as the

end-state design intends: the original permissionless model this protocol was always built around.
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Critically, every mint and redemption is bound on-chain to the address that submits it, and the

authorizing signer is fixed at deployment. A signature issued to one party cannot be used by another.

So even in the worst case, a compromised signing key, the blast radius is commercial (lost arbitrage

revenue), never theft of user funds.

3.4 The Role of LBRTY  in Phase One

LBRTY  is the protocol’s existing fixed-supply token, and it is live today. In Phase One it takes on a

concrete, structural role: its primary market is re-anchored to the pair against the vault token.

LBRTY  is volatile, and that volatility is fuel: its price movement creates the dislocations the arbitrage

engine harvests into permanent backing. The protocol does not need LBRTY  to go up or down; it

only needs it to move. Holders gain a real market against a rising-floor asset, and their activity

structurally powers the flywheel rather than merely speculating on it. This is the first, live expression

of LBRTY ’s larger role as the foundation of the whole protocol (Section IV).

3.5 What the Vault Deliberately Does Not Have

The Phase-One vault has no pause, no emergency withdrawal, no admin rescue path of any kind. This

is a deliberate choice, not an oversight. The vault is a thin wrapper whose risk profile is kept as close as

possible to the risk of the collateral behind it: there is nothing exotic to exploit and therefore no off-

switch to justify. An admin pause is itself an attack surface and a trust hole; we would rather have

neither. We cannot freeze, seize, or redirect your funds, not even to “save” them. Exploit-resistance is

ranked above operational flexibility on every tradeoff. (More complex, fund-custody components that

ship in later phases, notably the Treasury, are a different matter and carry their own right-sized

safeguards; see Section V.)

Independently Audited. The Phase One contracts and their off-chain signing service were

reviewed by SpyWolf, including an independent exact-integer model of the vault arithmetic run

across several hundred randomized and adversarial sequences. Result: 0 Critical, 0 High (2

Medium, 3 Low, 3 Informational); every finding remediated and re-verified; the vault held solvent

and value-conserving throughout, with no path to user-fund loss. Verdict: ready for production

deployment under the stated trust assumptions. The full report is published at

security.liquidliberty.io.
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3.6 The Hardening Period & Path to Full Autonomy

During the build, a limited set of owner controls remains: wiring in each new component as it ships,

and tuning specific pre-audited parameters (such as toggling the vault spread when the Treasury

activates). These controls never grant access to user funds. This Hardening Period is not a fixed

window on a single contract; it spans the entire phased rollout and ends roughly six months after the

full protocol is live. At that point a single, irreversible, on-chain renounceAdminControl()

makes the whole system immutable at once, and the operations account passes to automated control.

Owner-tunable during the build, beholden to no one at the end.

IV. The Full Protocol: A Better Dollar

Everything that follows describes the complete protocol we have built, the destination the phased

rollout is bringing online. The Liberty Vault above is its live first piece; the components below are

marked as they arrive.

4.1 The Problem: Why Isn’t Crypto Used Like Money?

For over a decade, we’ve been promised a new world of digital money. Yet today we still don’t buy our

groceries with it. Why? Because existing cryptocurrencies behave like volatile stocks, not stable cash.

Their prices swing wildly day-to-day, making them unreliable for a simple purchase.

Ironically, this is why people stick with the US Dollar. We all know the dollar slowly loses value to

inflation, but it does so predictably. This “stable loss” is more useful for daily life than the “volatile

gains” of crypto. DeFi has failed to gain mass adoption because it has failed to solve this basic problem

of trust and stability. It has built a casino for speculators, not a functional economy for everyone else.

4.2 The Currency: Liberty Market Token ( LMKT ) Coming

LMKT  is designed from the ground up to be a practical medium of exchange:

Stable: Like the dollar, its value is meant to be reliable day-to-day. This stability is maintained

by the Treasury, an on-chain reserve holding collateral, which is always ready to buy (mint) or sell

(burn) LMKT  at its collateral-backed value, providing a hard, on-chain price anchor. New LMKT
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can only be created when sufficient collateral is deposited; every LMKT  in circulation is always

fully backed.

Spendable, not hoarded: Because the dramatic appreciation of the underlying mechanism is

reserved for moments of flight rather than everyday use, in normal circulation the currency is

designed to stay stable enough to spend; its usefulness does not depend on you holding it. This is

what resolves the deflationary hoarding that keeps most appreciating tokens from working as

money.

The Spread System: Collateral Retention

In the end state, an LMKT  buy costs a total spread of 1% regardless of which collateral token you

use. That spread is retained within the system, split between the vault layer and the Treasury as

additional collateral, and never extracted; the Treasury itself does not receive protocol fees. (In

Phase One, with no Treasury yet deployed, the vault runs the full 1% itself.)

As a matter of arithmetic, when collateral is retained while the corresponding token supply does

not increase proportionally, the collateral-per-unit ratio shifts upward. On every mint, the user

pays more collateral than the tokens received are nominally worth; on every burn, less collateral

leaves than the tokens destroyed were nominally worth. This is a deterministic outcome of the

contract logic, the same mechanism already live and audited in the Phase-One vault.

Scope and limitations: As with the vault (Section 3.1), this describes on-chain mechanics governing

collateral held versus tokens outstanding, not the market price of any token. Market price is set by supply

and demand and can diverge for many reasons, including liquidity, sentiment, smart-contract risk, and

collateral-asset risk. The mechanism operates only when mint/burn activity occurs.

The Vault Layer: Treasury Insulation Live

The Treasury never holds raw stablecoins (DAI, USDC, USDT) directly. All stablecoin collateral

is held as vault tokens, protocol-controlled wrapped stablecoins. This design exists for a specific

reason: stablecoin issuers can freeze or blacklist addresses. If an issuer locked the Treasury’s

address, any raw stablecoins held there would be frozen and users could not redeem. By routing all

stablecoins through Liberty Vaults first, the Treasury only ever holds protocol-controlled vault

tokens, which are not subject to external admin actions: a sacrificial blast shield around the
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collateral. The protocol supports a separate vault for each accepted stablecoin, and which

stablecoins are offered may differ from one chain deployment to the next. The vault layer itself is

live today; the Treasury that will sit atop it arrives in a later phase.

The Marketplace, Payments & Point-of-Sale Coming

We paired LMKT  with an integrated Marketplace and Decentralized Exchange (DEX), and a

payment system designed to be more efficient and equitable than traditional finance. Where legacy

processors charge around 3% per transaction, our Payment Processor uses a transparent 0.5%

commerce fee, split 50/50: 0.25% to the protocol (to sustain the Strategic Reserve and compensate

liquidity providers) and 0.25% back to the merchant as a rebate. A full POS system extends the

same structure to in-person and online payments via QR codes and shareable payment links.

Merchant reputation is earned on-chain.

Transaction Privacy: Protecting Users Coming

Public blockchains make all financial activity visible, which is a genuine safety problem: balances

and histories can make individuals targets. The protocol integrates opt-in transaction privacy

through self-deployed privacy contracts; when enabled, balances and payment details are shielded.

A Proof of Innocence (PPOI) compliance system and OFAC blocklist are built into the privacy

infrastructure, so the protocol is designed to remain compliant and resistant to delisting. Privacy is

a user-safety feature chosen per transaction, never a default.

4.3 The Foundation: Liberty Token ( LBRTY ) Live

We’ve described how LMKT  provides a stable, collateral-backed currency for daily use. But what

secures the system itself? LMKT  is backed by stablecoins, and stablecoins rely on the traditional

financial system, a single point of failure the protocol was designed to address. The answer is

LBRTY , the protocol’s fixed-supply token and the ultimate backstop of the entire system.

LBRTY  is the keystone the whole structure rests on: the system’s reserve asset, its access

credential, and the foundation of its core liquidity.

Securing the Collateral

The protocol features an autonomous Strategic Reserve, capitalized primarily in LBRTY , which

acts as an insurance fund protecting the Treasury’s collateral against stablecoin failure. In a depeg
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event, the reserve liquidates reserve assets for a healthy whitelisted stablecoin, routes it through the

appropriate vault, and sends the resulting vault tokens to the Treasury, restoring its backing. This is

the concrete sense in which LBRTY  stands behind the whole system.

Functional Role Within the Ecosystem

Access & Participation: Participating in the marketplace requires holding a protocol-defined

amount of LBRTY , a sybil-resistance measure that aligns participants with the ecosystem’s

long-term health.

Reserve Capital: The Strategic Reserve holds and accumulates LBRTY  to capitalize the

insurance fund that secures the collateral.

Liquidity Provision: Deep liquidity is what lets people trade without excessive slippage. The

protocol compensates users who provide liquidity for key trading pairs, especially those

involving LBRTY  and LMKT , with a share of DEX trading fees and, depending on the current

capitalization stage, a share of protocol fee revenue. These fees are a function of transaction

volume and are variable, not fixed, guaranteed, or predictable, and may be zero.

Volatility Engine (live in Phase One): As described in Section III, LBRTY ’s market is re-

anchored to the vault token, and its movement fuels the arbitrage that grows the vault’s backing

today.

Disclaimer: LBRTY  is a functional access, participation, and reserve token within the Liquid Liberty

Protocol. Nothing in this document constitutes a guarantee or representation regarding the future market

value of any token. Token markets are subject to volatility, liquidity risk, smart-contract risk, and

regulatory uncertainty.

4.4 Identity & Self-Sovereignty Coming

The protocol uses Nostr keypairs as its primary identity layer. Users create or import a Nostr

identity to access the marketplace, build a profile, message other users, and interact with the social

layer, with no email, phone number, or personal information required. EVM wallet linking is

optional and needed only for on-chain transactions. This separation of a user’s social presence from
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their financial one is deliberate: users can browse and participate without exposing a wallet address,

and can link or unlink at any time.

V. The Blueprint: Technical & Economic Specification

5.1 Core Components

The protocol is built on a foundation of specialized, interconnected smart contracts. The vault system

is live in Phase One; the remainder is built and staged for later phases.

Liberty Vaults ( LibertyVault , LibertyVaultToken ) Live : Intermediate collateral

layer. Wraps stablecoins into vault tokens that insulate the Treasury from issuer actions. Spread

retained as additional collateral on all operations (1% in Phase One, dropping to a vault share once

the Treasury is active).

LBRTY  (Foundation, Access & Reserve Token) Live : Fixed-supply. The system’s reserve

asset and backstop, its marketplace access credential, and a core-liquidity foundation.

LMKT  (Medium of Exchange) Coming : Elastic-supply, collateral-backed via vault tokens.

Spread-retention on every mint and burn adjusts the collateral-per-unit ratio.

The Treasury Coming : On-chain reserve. Backs LMKT  exclusively with vault tokens. As a

complex, fund-custody contract it ships with its own right-sized safeguards, including a scoped,

security-gated pause: the opposite tradeoff from the deliberately un-pausable Phase-One vault.

The Strategic Reserve Coming : Autonomous insurance fund, capitalized primarily in

LBRTY . Protects Treasury collateral during depeg events.

The FeeRouter Coming : Central hub for fee distribution. Routes marketplace, DEX,

commerce, POS, and privacy fees between the Strategic Reserve and liquidity-provider stakers

based on a staged capitalization model.

The DEX, POS & Privacy layers Coming : An integrated exchange for native-token trading

and liquidity provision; QR- and link-based point-of-sale; and opt-in shielded transactions with

PPOI/OFAC compliance built in.

5.2 The Economic Engine: Deterministic Fee Distribution Coming
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In the end state, fee flows are governed by a deterministic, staged system encoded into immutable

smart contracts: predictable behavior with no active economic management. An LMKT  buy costs a

total spread of 1% regardless of which collateral token is used, retained within the system (split

between the vault and Treasury layers) as additional collateral rather than extracted; the Treasury

itself does not receive protocol fees. The DEX charges a universal 0.30% trading fee, with core pairs

(such as LBRTY / LMKT ) directing the full fee to their liquidity providers and standard pairs

splitting it between providers and the FeeRouter. All listing, commerce, POS, DEX-protocol, and

privacy fees route through the FeeRouter and are distributed between the Strategic Reserve and

stakers according to the Reserve’s capitalization relative to the LMKT  market cap, directing more to

the Reserve while it builds its safety net and more to stakers as it approaches full capitalization. These

stages are immutable constants, and the distribution is permissionless: any participant or keeper can

trigger it.

Note: All fee distributions to stakers are a function of actual on-chain trading and commerce activity. They

are variable, not fixed or guaranteed, and may be zero if activity is insufficient. Liquidity provision involves

risk, including impermanent loss and smart-contract risk.

5.3 Reputation & Community Governance Coming

The protocol’s reputation and moderation systems operate at the application layer, allowing them to

evolve with community feedback. A soulbound Merchant NFT system recognizes active, trustworthy

merchants through tiers earned by marketplace activity and customer satisfaction, unlocking

capabilities such as custom-token verification at the top tier. A soulbound Community Guardian NFT

system enables community-driven content moderation, with influence earned through consistent,

accurate review activity. Verified merchants participate in whitelist governance, proposing additions

or removals of stablecoins accepted by the Treasury. This is the protocol’s only governance

mechanism, scoped narrowly to collateral management. An automated WhitelistSentinel monitors

stablecoin prices and triggers emergency delisting and Treasury recapitalization if a stablecoin drops

below its peg for a sustained period.

5.4 Protocol Management & Evolution

The goal is maximum automation via an Automated Protocol Executive (APE) structure, minimizing

active human governance. Core economic parameters (spread percentages, stage thresholds,
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distribution splits) are immutable constants encoded in the contracts. Administrative controls are

limited to the operational wiring of the phased rollout and are surrendered at the end (Section III.6).

5.5 The Phoenix Protocol (Emergency Failsafe) Coming

The protocol includes a designed, autonomous contingency for a catastrophic failure of the

underlying fiat system: a simultaneous collapse of multiple core stablecoins. On trigger, the Strategic

Reserve promotes its reserve assets into replacement collateral to defend the Treasury’s backing,

keeping the marketplace, POS, and payment infrastructure operational while the ecosystem stabilizes.

It is a safety raft for an extreme scenario, not a normal operating mode.

VI. Smart Contract Architecture

Live in Phase One: LibertyVault  and LibertyVaultToken , the audited vault and its

share token, together with the off-chain EIP-712 signing service that authorizes vault operations.

LBRTY , the fixed-supply foundation token, is already live on PulseChain.

Built, staged for later phases: LMKT ; the Treasury  ( Ownable , Pausable , reentrancy-

guarded, holding vault tokens only); FeeRouter ; StrategicReserve ; LBRTYStaking

(LP-token staking for core-pair liquidity); ListingManager  and PaymentProcessor

(marketplace, POS, and privacy-enabled payments); the integrated DEX contracts; MerchantNFT

and CommunityGuardianNFT ; and WhitelistManager  / WhitelistSentinel  for

collateral governance and automated depeg response.

The protocol is chain-agnostic by design: the same contracts deploy identically to any EVM chain, so

expansion is a matter of configuration, not rewrites.

VII. Game Theory & Participant Incentives

The protocol is a commerce ecosystem, not a financial product; its durability depends on real economic

activity. Its mechanics are designed so that each participant’s rational behavior reinforces the system.

The Trader gets competitive fees, deep liquidity on core pairs, and a collateral-backed floor that

adjusts upward over time as spread is retained. The bounded range between mint and redeem prices
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creates arbitrage that returns spread to the system as collateral, the mechanism live in the Phase-One

vault today.

The Liquidity Provider earns a share of trade volume in their pool, with reduced impermanent-

loss risk on LMKT  pairs due to the Treasury’s anchor. Earnings depend entirely on trading volume,

which may fluctuate or be zero; liquidity provision carries impermanent-loss and smart-contract risk,

with no guaranteed return.

The Merchant gets a low effective cost of accepting payments (0.5% buyer fee, 0.25% merchant

rebate), on-chain reputation, a stable settlement currency, and a full POS system.

The Community Guardian earns a verifiable on-chain credential and growing influence in

moderation as accuracy improves.

Note: All fee distributions are a function of actual on-chain activity. They are variable, not fixed or

guaranteed, and may be zero if trading and commerce volume is insufficient.

VIII. Conclusion

The Liquid Liberty Protocol is a rethinking of how a decentralized commerce system should function.

It moves beyond volatile cryptocurrencies and the inefficiencies of traditional finance by pairing LMKT ,

a stable, collateral-backed medium of exchange, with LBRTY , the fixed-supply foundation that secures

the ecosystem and stands as its ultimate backstop. Its core principle is maximum automation and

eventual governance minimization: economic rules encoded as immutable smart contracts, an APE

structure rather than fallible committees, and a single coordinated renounce that makes the whole

system immutable once the protocol is complete.

We have built the whole of it. We are bringing it online in phases, and the first of them, the Liberty

Vault, is live and independently audited today. We will say what is live when it is live, and not before.

Grounded in the real-world utility of its marketplace, payment system, and privacy-preserving options,

Liquid Liberty is a platform for a new generation of peer-to-peer commerce: lower costs for merchants,

predictable settlement for consumers, and a transparent, rule-based economic environment for all

participants.
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Disclaimer: The Liquid Liberty Protocol is under active development and its parameters, designs, and

features are subject to change. Nothing in this document constitutes financial advice, an offer of

securities, an invitation to invest, or a solicitation of any kind. No person or entity has made any promise,

representation, or guarantee regarding the future value, price, or financial performance of any token

described in this document. Any change in token market value is a function of autonomous protocol

mechanics and participant activity, not the managerial efforts of any individual, team, or entity. All

statements about the vault’s behavior describe on-chain redemption mechanics measured in collateral, not

market price, and assume the collateral asset performs as intended.

© 2025–2026 Liquid Liberty. All Rights Reserved.
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