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Abstract 

The huge price volatility is the biggest obstacle for Bitcoin and other digital currencies to become a 

generally accepted means of payment. At the same time, a large number of decentralization projects 

are hard to be accepted by the market due to the fact that they use self-issued price-fluctuating tokens 

as a tool for value transfer in the ecology. An encrypted digital currency with a stable purchasing 

power, namely a stablecoin, is needed to solve these problems.  

There are three existing models of the stablecoin solutions including the fiat reserve model, the 

Coinage model and the digital asset mortgage model. However, none of these models and related 

stablecoin projects has a perfect mechanism to deal with the key issues such as a stable supply of 

stablecoins or a long-term stability mechanism. Alchemint innovates a fourth one - an open 

stablecoin platform based on the hybrid model. It is a global solution for the development of 

stablecoins in the medium and long term.  

In the early stage of blockchain development, Alchemint mainly empowers commercial institutions 

through the fiat reserve model which will enable them to issue stablecoins to meet their own 

ecological and application needs. With the continuous advancement and maturity of blockchain 

technology, traditional assets will be able to be mapped to the blockchain. Meanwhile individual 

information including human credit and behavioral big data will become part of personal wealth and 

be preserved as an asset on the blockchain. Under the gradual trend of asset tokenization, it is 

estimated that more than 10% of global GDP will be preserved on the chain in the next three to five 

years. In this situation, stablecoins issued by individuals through digital asset mortgages will 

gradually replace the stablecoins issued through the fiat mortgage model and become an important 

means for global circulating currency issuance. 
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1 Introduction  

1.1 The Importance of Price Stability  

Bitcoin has been in development for 9 years since its inception in 2009. Bitcoin was born due to 

the dissatisfaction of the existing monetary system and the longing of currency marketization. 

Implying from the whitepaper's name "Bitcoin: A Peer-To-Peer Electronic Cash System", Nakamoto 

Satoshiôs original intention of inventing Bitcoin was to hope that it will become a means of payment. 

In short, he hoped it would be convenient to use. In the past nine years, supporters of Bitcoin have 

placed great hopes on this and have made considerable efforts. Those efforts came from the private 

sector, the commercial organizations and even the sovereign governments. Unfortunately, Bitcoin 

has never been a widely accepted means of payment. 

At present, Bitcoin has in fact become a commodity for speculation. From May 2017 to May 

2018, Bitcoin price rose from a low of around $1,400 to a high of nearly $20,000 with a volatility of 

1400%. In May 2018, the lowest price of Bitcoin was 7,400 yuan and the highest price was 9,900 

yuan. The monthly fluctuation was 34%. The current daily price volatility is also around 10%. In less 

than nine years, Bitcoin price was about 10 million times higher than its birth calculated with price 

of $20,000. 

We believe that the huge price fluctuations of digital currencies and the instability of purchasing 

power (price fluctuation against fiat) are the biggest obstacles to their widespread acceptance as a 

means of payment. The requirement for the stability of purchasing power in the modern economic 

system is unanimously affirmed by the mainstream economists. If the total amount of a currency is 

constant or the growth of its total amount cannot keep up with the growth of the economy's demand, 

this currency will be able to support the rapid growth of the economy and may even cause a 

recession. 

In today's economies, the purchasing power of money has remained relatively stable, mainly 

through the mandatory use of legal currency controlled by sovereign governments and the use of 

monetary policy instruments to regulate the money supply. Unlike legal currency, the total amount of 

each digital currency is usually fixed. It may be issued or destroyed according to a certain linear rule 

but cannot be flexibly changed according to demand. Therefore, the market demand for digital 
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money will cause huge fluctuations in its price. If uncertain of the stability of a currencyôs 

purchasing power, people will be reluctant to use it as a medium of exchange. For example, an 

iPhone may now be priced at 0.1BTC or 800USD. The BTC price could become 0.2 or 0.05 BTC the 

next day but the USD price will remain as 800USD. In this case, in order to protect the interests of 

both buyers and sellers, people will inevitably use USD as a medium of exchange. 

Nowadays, a considerable number of decentralized applications based on blockchain 

technology have taken root in various fields such as finance, e-commerce, social networking, 

gambling and artificial intelligence. These projects largely create their own tokens as a tool for their 

ecological value transfer. However, because the prices of these tokens are unstable, these projects 

will also encounter problems such as low market acceptance and difficult commercial landing. The 

emergence of stablecoins provides these DApps with a tool of stable purchasing power for value 

transfer. It enables smooth payment in the DApps and helps the DApps be further accepted by the 

market. Therefore, the large-scale application and the landing of stablecoins is an important 

prerequisite for the entire blockchain industry to break away from the concept and speculation stage 

to enter an era of commercialization.  

 

1.2 Market Prospect and Application Case of Stablecoin 

Encrypted digital currency is an unprecedented form of currency in human history. Bitcoin is a 

typical representative. Compared with the traditional currency, it has the following new features.  

Â Security 

Bitcoin technically realizes the inviolability of private property. By possessing the private key, one 

has the absolute ownership of the account. As long as your private key is not leaked, no one can take 

your bitcoin nor will anyone possibly seize or freeze your Bitcoin. 

Â Cost of Ownership 

Whether you hold 1 Bitcoin or 10 million Bitcoins, the cost is the same. You just need to take care of 

your private key. 
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Â Payment Cost 

Bitcoin is a point-to-point payment system based on distributed ledger technology. Send Bitcoin 

to people is as convenient as sending an email but without relying on a third party. Peer-to-peer 

transactions make Bitcoin payments fast and of low cost anywhere in the world. 

Bitcoin also has other characteristics that the traditional currencies have, such as a stable nature 

and can be arbitrarily divided. 

Therefore, if the encrypted digital currency can eliminate price fluctuations and turn to be a 

widely adopted payment solution, a huge market will be foreseeably open. It means that the 

blockchain economy will transcend from the concept and speculation stage to the phase of 

commercial landing and integration with the real economy.  

1.2.1 Global Payment and Economy 

Once the price volatility problem is eliminated, the advantage of the stablecoins such as payment 

convenience will be apparent. Well-known payment service providers such as PayPal and Alipay 

have been working hard to improve payment convenience. However, these companies still have 

issues of timeliness, high cost and complicated settlement process when dealing with cross-border 

payment. Stablecoins based on blockchain technology can solve these problems effectively.  

Alchemint has established extensive partnerships with third-party payment service providers, wallet 

application providers and digital asset exchanges to make payments easier. Users from different 

countries with different wallets will  be truly connected. Alchemint ensures the transactions 

completed in an instant, secure and low-cost environment while breaks the boundaries of the 

economies and creates a more efficient global market. 

1.2.2 Digital Asset Exchange 

During digital asset trading, investors often use dollar as a tool to hedge against the price fluctuation. 

However, nowadays a growing number of exchanges do not support legal currency trading. 

Therefore, people need stablecoins in the exchange as a hedging tool for their short-selling operation. 

In addition, in the United States, Japan and some other countries the profit generated by digital 

currency trading will create tax problems. However in some EU countries, there will be no taxes 
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unless the digital currency is converted into fiat. Thus stablecoin can also help solve trading tax 

problems in some countries. 

1.2.3 Blockchain Financial Services 

Due to price fluctuations, current digital currencies are not suitable for even the most basic financial 

contracts. For instance, you can't imagine borrowing 1 Bitcoin at the price of $8,000 and paying 1.2 

Bitcoin back one year later when Bitcoin has risen to $20,000. This is a huge loss for the borrower... 

Due to this reason, real applications are rarely seen despite the fact that blockchain is closely linked 

to finance. It is believed that with the spread of stablecoins, blockchain-based financial services will 

flourish. In addition to the basic lending business, blockchain finance will gradually expand to digital 

asset management and derivatives markets. 

1.2.4 Blockchain Ecological Economy 

Blockchain practitioners and analysts generally believe that blockchain is not just a technological 

innovation; rather it brings about a change in production relations. It is believed that the entire 

business and the division of labor and cooperation system will be greatly changed. We will  witness 

the rise of a great number of decentralized APPs in the coming future, such as "Blockchain Uber", 

"Blockchain Airbnb" and other projects in the field of e-commerce, travel, gaming and so on. As 

discussed earlier, projects using stablecoins as a tool for their internal value transfer will  make these 

DApps more acceptable by the market and more friendly to end users.  

Besides, in ICO events the replacement of ETH by stablecoins will effectively reduce the price 

fluctuation risk for the fund raiser and the investors. 

 

1.3 Comparative Analysis of the Existing Stablecoin Solutions 

As the importance of stablecoins being realized by more and more people, some teams launched 

their own stablecoins projects. These projects have their own characteristics, but they can be divided 

into three models. 

1.3.1 Fiat Reserve Model 
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Tether, TrueUSD and Centre currently issued dollar-pegged stablecoins with legally reserving the 

same amount of dollars. For example, each USDT issued by Tether is anchored at $1 and being 

backed by $1 deposit. The advantage of this model is that it can quickly provide sufficient liquidity. 

But the centralized problem is obvious. As a company that independently holds a legal currency 

reserve, Tether has the risk of bankruptcy, running away with funds and being freeze by banks. It is 

possible for Tether to over issued USDT since the reserve account information is not open to public. 

TrueUSD and Centre have tried to solve over-centralization problem with the attempts including the 

introduction of multiple member units, commonly holding fiat, a commitment to regularly publish 

legal currency reserves and willingness to accept audits from third-party agencies. Although 

improvements have been made, this model is still inconsistent with the idea of decentralization of the 

blockchain and can only be used as a transitional solution to stabilize digital currency. 

1.3.2 Digital Asset Mortgage Model 

Bitshares, MakerDao and Havven issued stablecoins pegged at fiat through mortgaging digital 

assets on smart contracts. In this model, each stablecoin is backed by a corresponding digital asset. 

Through the risk control mechanism such as over-collateralization and compulsory liquidation. It 

means the value of each stablecoin which worth $1 can be guaranteed with the collateralization of a 

digital asset worth at least $1. This kind of risk control mechanism also guarantees the stablecoins 

holdersô right to obtain collateral in the process of liquidation. Compared with the legal currency 

reserve model, the main advantage of digital asset mortgage model is the characteristics of 

decentralization. The collateral is locked in the smart contract. It is open, transparent and cannot be 

misappropriated or frozen. The main disadvantage is that the liquidity of the stablecoins will be 

affected by fluctuations of the value of the collateral. At the moment, the total market value of digital 

assets is still small and this model cannot provide sufficient currency liquidity to meet the market 

demand. 

1.3.3 Coinage Model 

Basecoin is a stable cryptocurrency of the "coinage privileged model". It is based on the theory 

of "Quantity of Money" and uses a mechanism similar to the central bank's open market operation 

called "algorithm bankò. Basecoin adjust the price by influencing the demand and supply of 

stablecoins on the market. The following three tokens are needed.   
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 ̧ Share: Share holders can get the premier allocation of new currency based on the amount of their 

Share 

 ̧ Basis: It is anchored to 1 USD as the stablecoins. 

 ̧ Bond: When the price of Basis is lower than 1 USD, the system will issue Bond. People can 

purchase Bond with Basis. The corresponding Basis will be destroyed by the system to reduce 

the total amount of Basis and to make the price of Basis upward. When the price of Basis rises 

above 1 USD, the system will issue Basis. The newly issued Basis will first be given to the Bond 

holders. Bond will be replaced with Basis in a 1:1 ratio. After all Bonds have been destroyed, the 

remaining Basis will be reassigned to the Share holder. 

The issuance of stablecoins in the coinage mode does not depend on the collateral. Thus this model 

can quickly provide the liquidity required by the market. But there is a controversy over the coinage 

model. Basecoin forms an unfair currency distribution system and creates a privileged class (Share 

holders). New currencies are allocated to Share holders who sell money to users. This model does 

not have the mandatory guarantee as the traditional currencies have namely taxation rights and 

legislative powers. In the presence of other stablecoins competitors, users will not easily accept this 

stablecoins with obvious exploitative nature. With the increasing supply of Basis, capital needs to 

flow continually forward the market, otherwise the price will deviate from the target price. 

 

1.4 The Huge Challenges of the Stablecoins 

Looking at the current situation of the stablecoins market, we believe that there are two key issues in 

the field of stablecoins. These two issues will determine whether stablecoins can be successful in the 

medium and long-term competition. At present, all the stablecoins projects do not give answers to 

these two key questions. 

1.4.1 How to Increase the Supply of the Stablecoins to Meet the Market 

Needs 

As a means of payment, the stablecoins itself has some excellent characteristics that traditional 

currency does not have. Therefore, the market demand for stablecoins is natural and the current 

supply of stablecoins is far from meeting the most basic market needs. Tether has issued more than 

2.5 billion USDT taking the largest market share in stablecoins. But it is still far from meeting the 
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liquidity needs of digital asset exchanges. Therefore, the need to sufficient supply of stablecoins has 

become the most urgent issue at this stage.  

Although the fiat reserve model currently provides the greatest liquidity, the legal currency reserve 

account behind it is the key issue. As the demand for stablecoins continues to increase, the size of the 

stablecoins has grown from billions of dollars to hundreds of billions. The questions are how to 

ensure that the reserve funds of the fiat are still safe and how the amount of reserve continues to 

increase in the reserve account within the current legal system. Without the participation of bank and 

other financial institutions, the amount of ordinary institutional holding of currency is limited. This 

bottleneck severely restricts the market of the fiat reserve model. Therefore, in the long run 

stablecoins issuance based on the reserve of the fiat will eventually be replaced by the decentralized 

distribution model unless it is realized by the bank. 

The model of digital asset mortgage solves the bottleneck problem of medium and long-term 

stablecoins supply, but this model has a very serious shortage of supply at this stage. Under the 

digital asset mortgage model, the stable supply will be affected by fluctuations in the market value of 

the collateral. For example, MakerDao accepts ETH as a collateral to issue stablecoins Dai. But 

because of the huge price fluctuations of ETH itself, the mortgager itself will be exposed to a 

considerable risk of loss reducing its willingness to issue Dai. Dai's circulation is currently less than 

$40 million and can only be considered to be in the trial run and cannot be put into the market. Under 

the conditions that the total market value of all digital assets is only 300 billion yuan and the price 

fluctuates greatly, the digital asset mortgage model cannot solve the problem of stablecoins supply in 

the short term. 

However, with the continuous development of the blockchain industry, the following three trends 

will emerge in the future: 

1. Personal information that cannot be vested in the traditional Internet era can be confirmed under 

blockchain technology and produce value attributable to the information owner, such as personal 

behavior information, personal credit information, personal medical information and other privacy 

information. 

2. Real assets and financial assets such as real estate and precious metals will be heavily chained in a 

mature system. 
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3. The increasing share of global GDP will be transferred to the blockchain and stored in blockchains 

in the form of encrypted digital currencies. 

When the above three conditions are reached, the digital asset mortgage model will completely solve 

the current liquidity problem and become an important way to stabilize the issuance of coins. 

1.4.2 How to Establish a Long-term Stability Mechanism 

When the liquidity problem, namely the problem of "quantity" is solved, the stablecoins competition 

is about "quality", that is, stability. Without the guarantee of a long-term stability mechanism, the 

stablecoins cannot provide enough confidence to the market. Therefore, whether it can establish a 

truly effective long-term stability mechanism is the key to determining whether stablecoins will 

ultimately succeed.  

In the fiat reserve model, in theory as long as the legal currency account does not have problems and 

promises to pay, the stability is certainly of no problem. But the problem lies precisely in the security 

of the legal account itself: the uncertainty of the legal currency account includes running away with 

the fund, the bankruptcy of the bank, the inability to rigidly pay. It restricts the long-term 

development of this model. 

At present, all the digital asset mortgage models have their stability mechanisms mainly relying on 

speculation and games to anchor the price. This stability mechanism also has certain problems. In a 

short time span and in a small market, this model can indeed stabilized the price. A small amount of 

money can manipulate the market and protect the stablecoins from the influence of the external real 

markets. However, as long as the total size of the stablecoins is expanded, the stability mechanism 

originally set is easy to encounter the spiral of death, that is, the factors that cause the price of the 

collateral to fall are positively correlated and single directional. Unless the market has a big change 

in the bullish trend or a bailout, it is impossible to correct the market with its own game power. 

The key to solve the problem is not a more reasonable stability mechanism, but the achievement of 

the three conditions mentioned in the previous section. When the market value of the collateral itself 

expands and the volatility decreases, the incentive to issue stablecoins and the liquidity of the 

stablecoins will be sufficient.  
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1.5 The Vision of Alchemint 

1.5.1 The Currency That Only Exists In the Ideal World  

Under the modern monetary system, money is a special commodity that everyone needs. Currency 

must be widely accepted to have a use value and the public does not have the ability to manufacture 

a currency that is universally acceptable. For thousands of years, money has generally been produced 

and sold by specialized institutions to meet people's needs. . Under this circumstance, the flow of 

new currency is generally circulated from the central power to the mass market. However, we believe 

that money is essentially the standardization and unitization of the value of all things in the world. 

The abstraction of numbers on all things in the world has enabled the basic disciplines such as 

mathematics and physics to flourish. The ability of human beings to describe the world, to 

understand the world and to change the world has never been so improved. The standardization and 

unitization of money for all things in the world enables people's exchange behavior to proceed 

smoothly, the large-scale division of labor and cooperation system to be realized and the entire 

human economy to develop and progress. 

In an ideal world, money is a special commodity that does not need to be particularly manufactured 

but is generated by the universal mapping of the world according to a standard that can be generally 

accepted. In this world, everyone can put their property into it through a magic pool and it will 

become a standard value unit. One can exchange these goods with others. When one wants to 

retrieve the property in the magic pool, he just needs to put back the value unit. 

The original ownership of the currency should be owned by the owner of the wealth. 

The emergence of blockchain technology has made this ideal possible and what Alchemint has to do 

is to make a such magic pool. 

1.5.2 Back to the Real World  

We believe that by issuing stablecoins by collateralizing digital asset is the magical way to achieve 

this. Therefore everyone has the path to manufacture standard value units. Alchemint insists on the 

digital asset mortgage model as a very important stablecoins issuance model. But at the same time, 

we also realized that the entire blockchain industry is currently in its infancy. As of January 31, 

according to the Coinmarketcap.com, there are 1,506 digital cryptocurrencies circulating on various 



 
 

14 

trading platforms with a total market value of $509 billion. Also as of January 31, Apple's total 

market capitalization was $850 billion. In other words, the total market value of digital 

cryptocurrencies currently circulating on various trading platforms worldwide is not comparable to 

that of an Apple company. From this point of view, the total size of digital assets at this stage is still 

very small. Relying solely on digital asset collateral is far from meeting the market demand for 

stablecoins liquidity. 

At present in the stablecoins market, the largest issue is still Tether's USDT. Despite being 

questioned, USDT still has a market share of over 96% with a circulation of $2.5 billion. There will 

be more projects like Tether after optimization and improvement. We believe that the issuance of 

stablecoins through the fiat reserve will be most easily realized and most widely accepted 

mainstream solution in the stablecoins market in the next two years. 

Therefore, Alchemint has positioned itself as stablecoins issuing platform based on a hybrid model. 

In addition to providing a digital asset mortgage model, it also provides stablecoins issuance function 

based on the fiat reserve for institutional users. 

1.5.3 From The Real World To The Ideal World  

The positioning of Alchemint is not a simple integration of various models. We have a global vision 

for the development path of stablecoins from short to long term. We believe that with the continuous 

advancement of blockchain technology, traditional currency-denominated physical assets will be 

mapped to blockchains in the form of encrypted digital assets. We boldly expect that in the next three 

to five years, more than 10% of the world's GDP will be preserved in the chain. 

When this era comes, the current dilemma of the digital asset mortgage model will be solved 

naturally, including the volatility of the collateral itself, the insufficient collateral market value and 

inability to resist systemic risks. Let the wealth that you own pass through the magic pool of 

Alchemint and become a currency that everyone can accept and exchange, use and circulate. It will 

become an important way of issuing money under the global context. 

In this process, in addition to making Alchemint the most popular stablecoins issuing platform in the 

world, the Alchemint team will also utilize its own experience from the financial industry and the 

Internet industry for many year to promotes global payment and settlement based on stablecoins, as 

well as the development of blockchain financial ecology based on stablecoins. 
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2 The Implementation of Alchemint  

2.1 The Architecture 

Alchemint is a stablecoins issuing distribution platform based on a hybrid model. Alchemint runs on 

NEO and aims at creating a decentralized, open and transparent stablecoins issuance system. 

Alchemint creates a high-performance application-level encrypted digital currency and carries out a 

series of activities such as the mortgage of digital assets through smart contracts, the issuance of 

stablecoins and the management of collateral risk.  

Alchemint is not controlled by any organization or individual. It does not require an audit company 

or needs to regularly disclose reserve assets. Anyone can view the real-time market value of the 

collateral and stablecoin circulation on the public blockchain to evaluate the overall health of the 

system at any time.  

The Alchemint platform itself will  not touch any form of funding including digital assets locked in 

smart contracts and legal currency assets that are kept in third-party accounts. There is no need to 

worry about the running of the Alchemint platform including the failure of execution and the 

freezing of asset accounts, etc. Because smart contracts guarantee that all collateral cannot be 

misappropriated. At the same time, stablecoins holders do not have to worry about the market value 

of the collateral because Alchemint has a set of risk control measures to manage the market value of 

collateral ensuring that volatility does not trigger a crisis in the entire system. 
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Alchemint's Overall Architecture 

In terms of the user end, Alchemint not only supports individual users to issue stablecoins by 

collateralizing digital assets, but also supports institutional users to issue stablecoins through legal 

currency reserves and SDS margin. In terms of the diversity of collateral assets, Alchemint will use 

the cross-chain technology to map assets of each public chain. This technology will not only map 

assets from the other public chains to NEO blockchain for mortgage, but will also map stabecoins to 

other public chains. 
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In terms of diversity of stablecoins, Alchemint allows stablecoins to be anchored at any asset. 

As to the same anchored asset, Alchemint will also allow stablecoins issued by different issuers with 

different credit to be isolated. The issuance of different types of stablecoins also promotes market 

competition among stablecoins. It allows the market to choose the best. 
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2.2 The Function and Value of SDS 

SDS (Standards) is the utility token issued by Alchemint.  

2.2.1 Use of the Alchemint Platform  

 ̧ fiat reserve, commercial institutions need to lock a certain amount of SDS 

in the SAR as a margin. There will be a minimum margin ratio required. When a commercial 

institution issues stablecoins, it needs to pay SDS as a handling fee. The handling fee is 

determined by the amount of stablecoins issued. The amount of SDS payed is calculated 

according to the SDS market price. These SDS will be destroyed. 

 ̧ ing digital assets. When the redemption of 

collateral is required, a certain amount of SDS needs to be payed as a handling fee. The handling 

fee is determined by the amount of stablecoins issued. The amount of SDS payed is calculated 

according to the SDS market price. These SDS will be destroyed. 

 ̧ When the market value of SDS reaches a certain scale, individuals will be able to mortgage SDS 

to issue stablecoins. 

2.2.2 Operation of the Alchemint Platform  

In the beginning of the Alchemint platform development, Alchemint community is not yet mature. 

Platform operation will be carried out by the Alchemint Operation Committee which is consisted by 

finance and technical experts.  

In the later stage, SDS holders will able to participate in the platform operation through voting when 

community and ecological development is mature. The operation issues will grow along with the 

expansion of the Alchemint platform, including but not limited to the following important issues: 

 ̧ Adjustment of the key risk control parameters of the system, such as debt mortgage rate, debt 

ceiling, liquidation ratio and clearing penalty rate, etc. 

 ̧ Add or modify the types of mortgage assets. The Committee will select reasonable digital 

currency assets and physical assets. After conducting a series of professional ratings, the relevant 

risk control indicators and parameters will be given and newly selected assets will be added onto 

Alchemintôs collateral list.  

 ̧ Choose a trustworthy oracle. Alchemint uses a decentralized approach to obtain the external 
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market price of digital assets. This basic setup includes a wide range of predictor nodes and 

multiple market price sources.  

 ̧ Determine the rate at which Alchemint charges the stablecoins issuers. 

Alchemint Committee has the final explanation right as to the issues that can and cannot be 

voted. 

2.3 SAR-Intelligent Digital Asset Reserve 

SAR is an important technical component of the entire Alchemint system. It is a smart contract based 

on Neo Contract. We use SAR to complete the lock of collateral and the issuance of stablecoins. 

Because smart contracts are open and non-tamperable, the entire stablecoins issuance is completely 

transparent and publicly auditable. 

In the Alchemint system, the SAR will be divided into two modules, namely SAR-C and SAR-B. 

Their logic and risk control models are different. SAR-C is mainly for individual users who issue 

stablecoins by means of over-collateralized digital assets. SAR-B is mainly for commercial users 

who issue stablecoins through a 100% fiat reserve off the chain and SDS margin which will be 

locked by smart contracts on the chain. 

In the SAR-C module, each individual can open multiple SARs. Each SAR requires a lock of 

collateral. The maximum amount of stablecoins can be issued is determined by the market value of 

the collateral and related risk control parameters. 

 

In the SAR-B module, institutions can open SAR on Alchemint. Each SAR requires a lock of 
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SDS as margin. The amount of stablecoins that can be issued is determined by the market value of 

the locked SDS and the minimum margin ratio. 

 

  

2.4 Commercial Institutional Mode (SAR-B) 

Any institution can issue stablecoins on the Alchemint platform. In this whitepaper edition, it is 

designed that institutional users are mainly referred to exchanges, asset management institutions and 

stablecoins issuing organizations. These institutions issue stablecoins mainly to meet the needs of the 

users of their own platforms or ecologies. Therefore, institutional users are not suitable for issuing 

stablecoins through digital asset collateral but be based on legal currency reserves.  

2.4.1 Stability and Marketization of Stablecoins 

Commercial institutions mainly issue stablecoins through the fiat reserve model. Different 

institutions can provide different credit endorsements. The risks of stablecoins issued are also 

different. From the perspective of marketization, we believe that the market should determine the 

acceptance of various stablecoins. As a platform, its first function should be to empower institutions 

to meet the stablecoins issuance needs; its second function should be to fully disclose sufficient 

information through technical means, so that stablecoins can be reviewed and chosen in the context 
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of a symmetrical information. Thus for the SAR-B model, Alchemint's positioning is a decentralized 

open platform. We believe that stablecoins need to be diverse and market-oriented. Alchemint allows 

any qualified institution to issue different stablecoins that are risk isolated. Through market 

competition, those high quality stablecoins will stand out. 

The diversity of the Alchemint platform's stablecoins is reflected in two aspects: 

1. In the case of anchoring the same asset, there can be different stablecoins issued by various 

agencies. 

2. There will be stablecoins anchoring to different assets. The exchange rates among them will exist. 

2.4.2 Institutional Customers' Intelligent Digital Asset Reserves  

Any institution can open a SAR on the Alchemint platform and issue a stablecoin with SDS locked in 

SAR as a margin. However, most organizations are not able to own a legal or licensed third-party 

escrow accounts or able to provide the most rigorous third-party audits. Therefore, the stablecoins 

issued by these institutions has a certain credit risk. In response to these risks, Alchemint requires 

institutional users to use SDS as a margin to secure the amount of stablecoins issued. At the same 

time, stablecoins issued by different institutions will be marked as different asset types for risk 

isolation. The size of each stablecoins, the amount of the SDS margin and the margin ratio are 

recorded, open and transparent on the blockchain. 

The stablecoins issued by Institution A, B and C are defined as three different assets within the 

system. Exchanges and individual users can make a choose. These different stablecoins competes in 

the market and the competitiveness comes from the issuer's brand, credit, legal currency reserve 

disclosure, SDS deposit ratio and other factors. 
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I ssuing Stablecoins 

The process of issuing stablecoins by an institution can be described as follow.  

1) Create a SAR, specifying the name of the stablecoins and the anchored assets. 

2) Lock any number of SDS to SAR and SAR will determine the maximum amount of stablecoins 

that can be issued based on the minimum margin ratio. (for example, 50%) 

3) Within the scope of the quota, the institution can issue any number of stablecoins and the new 

stablecoins will directly enter the institutional account. 

4) The organization can determine the use of the stablecoins at its discretion. The general use 

scenario is that the institution accepts the customer's legal currency and gives the customers 

corresponding stablecoins. There is a legal currency behind the stablecoins as a support and it is also 

a source of confidence for the stability of the stablecoins. 

5) If the quota has been used up, the institution will not be able to continue issuing stablecoins. At 

this point, the institution can lock more SDS and get more credit. 
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6) There will be a minimum SDS margin ratio such as 50% but the organization can increase the 

actual margin ratio according to its own ability and willingness. It can be 100% or even above 100%. 

A higher margin ratio means that the issued stablecoins has a better value endorsement and is 

therefore more acceptable by the market. If the SDS margin ratio is constantly above 100% but the 

organization is unable to produce the audit report of the legal currency reserve, it will not affect the 

confidence of the value of the stablecoins.  

Destroy Stablecoins 

1) Generally speaking when a user redeems the legal currency with the stablecoins, the issuer needs 

to destroy that amount of stablecoins in the SAR so that the total amount of the stablecoins will 

match the legal currency reserve. 

2) When the actual margin ratio is higher than the minimum margin ratio, the organization can 

retrieve part of the SDS from the SAR. 

Credit Default 

When the legal currency account is frozen or the institution is bankrupt which leads to institutional 

default, the issued stablecoins cannot be redeemed. At this time, all the holders of this particular 

stablecoins can freeze the SAR through joint voting and can exchange stablecoins with the 

equivalent amount of SDS. If the institution's SDS margin ratio exceeds 100%, the stablecoins holder 

will not suffer any loss. However, if the margin ratio is below 100%, then all the holders of this 

stablecoins will exchange stablecoins for their respective shares of SDS and will suffer some loss. 

Since other stablecoins issued by other institutions belong to different assets, the credit risk of the 

defaulted stablecoin will not be transmitted to other stablecoins. 

In this case, the institution can endorse the stablecoins through 100% or higher SDS margin ratio or 

through the institution's own credit to gain market recognition. This is a completely market-oriented 

behavior. 
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2.5 Personal Client Model (SAR-C) 

2.5.1 SDUSD 

SDUSD is a digital currency issued on Alchemint platform with a target price anchored to US dollars 

( 1USD=1SDUSD). On the Alchemint platform, the stablecoins issued by any individual through the 

mortgage of different digital assets are all SDUSD. Unlike the stablecoins issued by the institution, 

the value behind each SDUSD is not the legal currency reserve but the excess digital asset collateral. 

At this stage, because the US dollar is of the world's largest liquidity and of the best credit, 

Alchemint designed a dollar-pegged stablecoins with the digital asset mortgage model. As digital 

asset collateral becomes more mainstream, Alchemint will gradually anchor to other assets in SAR-C 

model. 

2.5.2 Intelligent digital asset mortgage for individual users 

Any individual can issue stablecoins by mortgaging digital assets on the Alchemint platform. The 

entire process can be described as follows: 

1) The user creates a SAR and sends NEO to the SAR for mortgage. The SAR will create a certain 

amount of SDUSD based on the current value of NEO and the mortgage rate. For example, under the 

conditions that a user deposits 10 NEO (100 USD/NEO) and the mortgage rate is 200%, the SAR 

will generate 500 SDUSD. 

2) When the user wants to redeem the NEO asset that is originally mortgaged, the user needs to 

return 500 SDUSD to the SAR and pay the corresponding handling fee to redeem 10 NEO. Before 

redemption, the user can no longer use the NEO that has been mortgaged. In fact, no one can 

misappropriate these collateral. 

3) If the mortgage value of NEO in the SAR falls below the warning line for clearing (for example, 

the 150% clearing rate is set and the value of 10 NEO mortgages falls to 750 USD), the mortgagor 

needs to add NEO asset to make the collateral value returns above the warning line. If the mortgagor 

does not take the initiative to perform additional collateral operations, any user has the right to 

impose a mandatory liquidation on the SAR and charge an additional clearing fee. At this point, the 

mortgagor will suffer additional losses due to inaction. 
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Letôs use a simple metaphor to illustrate. Suppose you go to the bank to mortgage your house to get a 

loan. When your house value drops close to the amount of loan you borrow, bank will ask you to 

repay the loan. At this point if you are unable to repay the loan, bank will force your house to be 

auctioned. The proceeds from the auction will be used to repay the loan you borrowed and the rest 

will be returned to you. 

Below we further illustrate this mechanism from the perspective of the account on the blockchain 

and the personal wallet. Of course, it should be reminded that SAR does not exist in the personal 

wallet but in the blockchain. The personal wallet is only the application of the account data on the 

blockchain and the application of the corresponding instructions to the blockchain network. 

 Case 

Anyone, such as Alice, can easily create a SAR by using the web console or mobile app wallet by 

mortgaging their NEO asset in the SAR. She can then issue/borrow SDUSD within the mortgage rate 

set by the system. 

If the NEO feed price is $100 and the mortgage is 10 NEO, then Alice can issue 1-500 SDUSD with 

the current mortgage rate of 200%. The feeding mechanism will be described in detail in subsequent 

chapters. After Alice gets SDUSD, she can do whatever she wants. For example, she can recharge to 

the exchange to buy other digital currencies such as NEO, BTC and etc. It can be used for payment 

directly. Of course, she can also sell at the acceptor to obtain the US dollar. When Alice wants to 

retrieve the 10 NEO, she only needs to return all the SDUSD that being borrowed. 
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Like other digital assets such as Bitcoin and Ethereum, NEO has price fluctuation. When Alice 

mortgages NEO to borrow the stablecoins SDUSD, she needs to shoulder the risk of NEO price 

fluctuation. If the NEO price rises, the market value of the collateral will be higher and the mortgage 

rate will be higher. The risk will drop and there is no worry about default.  

But if the price of NEO falls and the value of NEO as collateral is not sufficient to support the 

borrowed SDUSD, then the price of SDUSD may fall below 1 US dollar which could lead to the 

collapse of the whole system. To solve this problem, Alchemint designed an automatic clearing and 

auction mechanism. When the value of the collateral in the SAR falls below a certain threshold set 

by the system (assuming 150% as the clearing warning line). Suppose the price of NEO falls from 

$100 to $74 resulting in a mortgage rate falling from 200% to 148%, Alice needs to immediately 

increase the amount of NEO to return the mortgage rate to be over 150%. If Alice does not do this, 

NEO in the SAR will be automatically cleared and auctioned by the system. Alchemist repays the 

SDUSD borrowed from the SAR on Aliceôs behalf and gets an extra benefit while Alice will suffer 

an extra loss. Therefore, if Alice does not repay SDUSD that SAR lends to her in time, the system 

will liquidate Alice's collateral. Alchemint ensures that SDUSD has sufficient collateral support in 

this way. 

SAR Is Forced To Liquidate and Being Auctioned 
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2.5.3 Price Stability Mechanism 

Unlike the stablecoins issued by the B-end agency, SDUSD is not backed by 1:1 legal currency 

reserve but by over-collateralized digital asset. Alchemint anchors SDUSD to the USD through the 

following mechanism. 

Target price 

The target anchor price of SDUSD which is 1 USD is built into the Alchemint platform. The target 

price has two important roles. 1. Calculate the SAR mortgage rate. 2. Calculate the amount of 

collateral available during the liquidation process. 

Forced liquidation 

Suppose the value of the collateral in the SAR continues to fall, the mortgage rate is below a set 

threshold (such as 150%) and the SAR owner does not take any measure, in order to prevent further 

decline in the value of the collateral, forced liquidation will be triggered. When forced liquidation 

occurs, the opportunist will use SDUSD to purchase the collateral in the SAR. Alchemint will 

determine the amount of collateral that can be purchased for this settlement based on the target price 

and quantity of SDUSD. Since the target price set by SDUSD is 1 USD, one SDUSD can only 
















































