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Introduction
This litepaper introduces new developments for  
Jet Protocol, preparing current and future users for the 
next evolution in on-chain lending and borrowing.

Specifically, these developments have a strong focus on: capital efficiency, reliability, and simplicity.

Jet Protocol introduced its minimum viable product (MVP), or “V1”, on mainnet in the Fall of 2021. 
The existing V1 implementation, as well as most other on-chain lending protocols, are based 
around lending pools. Lending pools are smart contracts that accept deposits of assets which 
serve as both collateral for depositors, and as a supply of loanable assets for borrowers.

Pools were adopted because they fit into the heavily constrained runtimes of older smart 
contract based blockchains. Simple yet critical calculations such as determining the rates 
lenders get paid based on the borrow rates, or what borrow rates were needed based on 
lenders, were done relatively slowly.
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• Rates are not determined by raw supply and demand of loanable funds. 
• Lending pool rates are determined by utilization-rate curves.
• Rates fluctuate substantially as utilization increases. Lenders have little to no guarantees that they will be able 

to withdraw their funds under these conditions.
• Due to the single, instantaneous and highly volatile rate, this does not allow users to fully express their liquidity 

preferences.
• There are no loans with both a predetermined duration and direct mechanism for enforcement.
• The resulting need to maintain a buffer for withdrawals means that lending pools have poor capital efficiency 

by default.
• In reality, even small fiat economies have debt markets with multiple rates and time horizons; ie, a term 

structure of interest rates. 

In short, pooled lending models are capital inefficient, unreliable, and are oftentimes complex and burdensome. 
Until recently, capital efficient lending was out of the grasp of first generation smart contract blockchains. 

Existing efforts to address these inefficiencies are seen mostly on Ethereum based fixed rate offerings. These 
typically include debt auctions for specific tranches, or time periods, where the interest rate decreases over time 
as it gets closer to maturity. The auction model is inherently less flexible and less capital efficient than is needed for 
the large scale capital looking to be deployed at scale in DeFi.

To address this, we have deviated from the current offerings and are reimagining how money can move more 
effectively given the inherent advantages of Solana. Our goal is to establish a continuous market for debts of a 
fixed time period which would be hosted in the most capital efficient manner - the limit order book. The aim is for 
users of Jet to soon be able to initiate secured, fixed-term loans at any time with fixed rates determined in advance. 
This will be done purely by supply and demand for the token in question with what we call “bond tickets.” 

We are deploying infrastructure that will support an open collection of DeFi ecosystem stakeholders using and 
pushing the protocol forward. This basic infrastructure includes:

• An initial suite of powerful but easy to use DeFi products, tools, and services. 
• The legal and regulatory framework for decentralized governance of the protocol.
• The JET token and associated utility and tokenomics.

Lending pools have several 

significant drawbacks—
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Governance
How a DeFi protocol is governed will tell you 
everything you need to know about the functionality 
and staying power of the protocol.

At Jet, we are true believers in the power of decentralized governance. The lifeblood of a protocol 
and its ability to scale and iterate boils down to how well a decentralized community can govern 
itself. Jet Protocol’s decentralized governance path was set in motion at the earliest stages of 
development and are beginning to take shape in practice today. Jet Protocol’s governance effort 
is already beginning to form consensus and take action around topics like collateral onboarding 
of new assets. 

Jet Protocol is a non-custodial, permissionless DeFi protocol governed by a Decentralized 
Autonomous Organization, also referred to as JetDAO. Governance decisions made by the 
JetDAO via token holders are administered in part through the Jet Association, which is designed 
to operate on behalf of the JetDAO and engage in off-chain governance. The JetDAO is 
structured in a manner that is best suited for lasting operations. 

The Association’s governing model includes a Governance Committee, which operates in a 
manner similar to a board of directors. The initial composition of the Governance Committee 
will consist of the founding members of The Association as well as additional non-Jet Protocol 
affiliated community members. It is anticipated that membership of the Governance Committee 
will evolve over time to include a majority of non-Jet Protocol affiliated community members. 
Additional details will come from the Jet Association on the membership and operations of 
the Governance Committee. Its fundamental role, guided by a north star of protecting the 
best interests of the protocol and its community, is to evaluate proposals set forth within the 
governance forums. This model creates an off-chain filtering mechanism to vet proposals before 
proposals are submitted for on-chain voting.
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The Governance Committee will help hone proposals from the DAO and broader Jet community. The framework for 
that is detailed here. This proposal process will occur within the governance forums and against rigorous standards 
to protect and strengthen the health of the protocol. These standards act as a filtering mechanism for proposals 
before they go to formal on-chain voting. 

For on-chain voting, holders of the JET governance token will be able to cast their votes for or against changes to the 
protocol, as well as DAO operations through a governance portal, JetGovern. JET token holders will initially be able to 
cast votes on governance proposals related to collateral onboarding, which already has a governance framework set 
forth in the Association’s documentation, found here. Our proposed decision making process is below:

This flowchart is also in the hyperlink above for easier access and viewing.

There will be additional opportunities for the Governance Committee to create purpose-specific sub-committees 
to research and gain consensus on topics such as tokenomics related to the economic incentives ingrained in the 
protocol’s operations and treasury management, among many other topics and needs of JetDAO and Jet community.

Governance Structure
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Tokenomics
Jet Protocol employs integrated-tokenomics. Staking 
JET tokens into the Jet Protocol governance module is 
the first entry point for JET holders to engage with the 
economic and governance properties of the protocol.

The guiding principles of our tokenomics are:

• Governance participants carry the responsibility for the evolution of Jet Protocol. 
• Stakeholders should be exposed to the risk of mismanagement  

and the rewards of sustainable growth.
• Ecosystem participants should be rewarded for using Jet Protocol  

in a fair and sustainable way.

While the power and utility of liquidity mining models for fueling the growth of a protocol 
can be attractive, it is critical to employ them only in a strategic manner which benefits 
the protocol over the long-term, rather than to attract short-term market mercenaries. 
Incentivisation strategies using treasury tokens can be strategically employed for user 
acquisition purposes at the discretion of Jet’s governance evaluation process. 

The core economic element of Jet’s integrated tokenomics is the recycling of protocol 
revenue to further develop the protocol primarily, and into rewards for ecosystem 
participants long term. This is the most fair and sustainable way for users to be rewarded for 
engagement, all while bolstering the growth and sustainability of the protocol. The product 
suite outlined below is the result of over a year of designing, building, and iterating from the 
Jet team, its advisors, and critically the community of users. However, true to our ethos of 
decentralization, product iterations will need to be managed by JET tokenholders. 
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Jet Protocol V2
An introduction to  

Margin and Bonds

Jet V1 was the first MVP Jet Protocol delivered to the 
DeFi world at large, innovating on a known primitive. 
Jet V2 strikes a new chord with groundbreaking 
financial products and markets. 

The following product suites are a collection of core 
modular products and are the building blocks for a robust 
and liquid on-chain debt market.
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Jet Margin accounts are a hub for all borrowing and lending activities on platform, and connect you to:

• Margin lending and borrowing, the traditional lending-pool approach to cross-collateralised lending and borrowing.
• Fixed-term, fixed-rate lending and borrowing through our innovative new bond products.
• Blazingly fast and seamless margin trading on Serum that integrates with lending and borrowing solutions.
• Credit swaps for generating significant yield on crypto assets that don’t typically have much borrow demand.
• Integrations with even more DeFi protocols and their respective liquidity as the Jet suite of connective 

adapters evolves.

All collateral management is handled by the margin accounts so that users are able to collateralize across all Jet 
products, and across multiple protocols.

Jet Bonds is the flagship product of Jet Protocol V2.  This innovative new product features the first permissionless 
markets for secured debt of a fixed tenor, or time period 1. Unlike legacy pooled markets, Jet Bond markets are 
hosted on an order book that facilitates the issuance and exchange of what are called bond tickets. Bond tickets 
are structured like perpetual, zero-strike American call options2 on collateralized bonds that mature one tenor 
interval after being exercised. They are characterized by their tenor and principal token. Bond tickets are minted 
by the bond program, and are subject to a claim placed on the minter’s collateral. The face value of one ticket is 
defined as the principal amount of the underlying bond.

Bond tickets may be exercised at any time by staking them to the bond program. One tenor interval after staking, staked 
tickets may be burned. In that case, the face value of the tickets is delivered from the bond program to the staker.

Jet Margin

Jet Bond tickets

 1 To the best of our knowledge at time of publishing. 

 2 Let’s unpack this instrument:
• Bond call option: the right, but not the obligation, to receive a bond upon exercise.
• American: the option may be exercised at any time.
• Perpetual: the option never expires, granting the right to exercise in perpetuity.
• Zero-strike: options holders are not required to make any payment when exercising the option.

See e.g. https://en.wikipedia.org/wiki/Option_(finance)
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The minting logic of the bond program ensures that principal tokens are available for delivery to ticket stakers. The 
minter acquires an obligation to the bond program for the face value of the minted tickets. This obligation is over-
collateralised by crypto assets. As usual, if the value of the collateral falls below the platform-specified fraction of 
the obligation value, some collateral would be sold to ensure availability of the principal tokens. 

An additional mechanism allows rolling of the obligation one tenor interval after minting. The bond program mints 
and sells tickets to cover the obligation. As a result, the face value of the obligation will increase. This process may 
continue indefinitely, with the obligation rolling over on every tick of the tenor interval. Should the backing collateral 
be insufficient to support the obligation, or if for any other reason the obligation cannot be rolled, the minter’s 
collateral would be sold for the underlying tokens.

All tickets for a particular principal token and tenor are completely fungible, regardless of when they are minted. 
The bond program manages exercise details and obligations so that tickets may be traded in a single order book 
where the price of liquidity is established directly by supply and demand.

Tickets are expected to trade at a discount to face value, expressing the liquidity premium for the tenor in question. 

Example (see page 11). 

• Lilah the lender has 10,000 USDC available to lend for 24 hours. 
• Bob the borrower is looking to borrow 10,000 USDC against SOL collateral. 
• Bob sees that he needs to sell 10,001 24-hour USDC tickets to receive 10,000 USDC. 
• Bob interacts with the margin program which places a claim for 10,001 USDC against his collateral, mints 10,001 

24-hour USDC tickets, and delivers these to Bob who sells them for the 10,000 USDC he was looking to borrow. 
• On the other side of that trade is Lilah, who stakes the 10,001 tickets to the bond program. 
• 24 hours later the bond program is triggered to manage Bob’s obligation. It mints and sells 10,002 24-hour 

USDC tickets for 10,001 USDC. 
• Bob’s obligation now has a face value of 10,002 USDC and a new 24-hour timer. 
• Meanwhile, Lilah is able to claim her 10,001 USDC by burning her staked tickets.
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Secured debt can be issued, bought, and redeemed on one market.  Unsecured debt cannot operate in a single 
market because unsecured borrowers have varying creditworthiness, and thus debt of the same tenor and token 
may not carry the same yield.

For this use case, we introduce permissionless credit swap instruments as the bridge between borrowers seeking 
unsecured loans, and the secured debt markets described above.

Credit swaps are created by a borrower looking to make an unsecured loan. The swap specifies

• The borrower.
• The bond market, underlying token and tenor.
• The amount to be borrowed.
• The premium, specified as an annualized rate on the borrowed amount.

Anyone who trusts the borrower may stake appropriate collateral to the swap. This collateral may be used by the 
borrower to mint and sell bond tickets in the indicated market. The borrower is expected to pay the premium into 
the swap on the tenor interval.

Collateral stakers assume all the credit risk in this arrangement. If the borrower fails to manage their bond program 
obligation successfully, the collateral will be liquidated in the normal way. The entire lifecycle of a credit swap is 
decentralized and permissionless, with no built-in recourse for credit providers.

From a borrower’s perspective, the cost of an unsecured loan is neatly broken down into

• A liquidity component, the interest rate for the secured loan as implied by ticket prices.
• A credit component, the premium paid to collateral stakers in the credit swap.

This purposeful design avoids fragmenting the available loanable funds into secured and unsecured markets. By 
creating the lowest-friction solution for unsecured lending of collateral, we allow the concentration of all primary 
loanable funds into a single market serving the needs of all borrowers.

Credit Swaps
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Savings and Yield
Jet offers several ways for users to earn a yield on their 
tokens. These products are designed to derive yield in 
a sustainable manner that benefits both users and the 
protocol. 

• Margin pools are the familiar lending pools of our MVP. These pools are the default 
destination for tokens deposited into Jet margin accounts, so users will automatically earn a 
compounding yield on their collateral.

• Bond funds are new savings pools that invest in secured debt via our bond markets to 
generate yield for users. These function like call accounts with a notice period for withdrawal. 
For example, a user invested in a 24-hour USDC fund must give 24-hours of notice in order to 
withdraw from the fund.

• Credit funds are savings pools that stake deposited tokens as collateral for authorized 
borrowers to access secured funding. Depositors bear the risk of default of the borrowers. 
However, these accounts offer compelling yields for collateral tokens like BTC, ETH, and SOL.

In addition to our own products, Jet also offers powerful composability solutions for users 
to access yields on other supported protocols. The protocol was built with an emphasis on 
interoperability, meaning that other leading protocols will be able to easily plug in and out of Jet. 
Tokens deployed via a margin account to external protocols still serve as collateral within the 
margin program.
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Jet has simple borrowing products for users to borrow against any collateral recognised by their margin account, 
including tokens they have deployed to other supported protocols.

• Margin loans are flexible loans from Jet margin pools, with flexible interest rates that depend on pool utilization.  
• Fixed-term loans use Jet’s bond markets for loans with an interest rate fixed upfront for a fixed period of time. 

These loans can be rolled automatically or be fully or partially repaid at any point.
• Unsecured fixed-term loans will be available for institutional users who can leverage their reputation and track 

record of creditworthiness to attract credit providers seeking higher yield.

Jet cross-protocol margining solution is the easiest way to borrow a cheap asset on margin for use as collateral in 
other supported protocols.  This opens the door for users to arbitrage yield throughout the Solana ecosystem.

Our “Interest Radar”, found on the main dashboard, shows yield throughout Solana on different assets. Delta-neutral 
strategies on Jet can earn users yield without taking market risk.  

Borrowing
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Margin Trading  
and Portfolio 
Management

Jet supports seamless spot margin trading across 
multiple venues with maximum capital efficiency.

Among the external protocols supported by Jet’s margin program are trading venues like Serum 
and Orca. Users are able to trade on these venues through their margin accounts, and their 
positions contribute to their collateral for accessing loans from Jet.

This means users can take long or short positions with leverage on a wide variety of tokens and 
digital assets. Long positions can also be transferred into margin pools where they earn interest to 
offset the borrowing cost of the shorts.

Through Jet Protocol’s data and APIs, users will have detailed insight into their open and historical 
orders, fills, swaps, loans, deposits, and P&L.

External protocol integrations go beyond spot trading venues. Traditional lending and borrowing 
protocols, like Solend and Port, can be integrated with Jet’s margin program. This will open up 
new trading opportunities for Jet users to efficiently arbitrage interest rate disparities across these 
platforms, with leverage.

Jet’s helpful copilot will assist users in identifying these and other opportunities, all while keeping 
an eye on portfolio risk.
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Roadmap
Below is an approximate launch schedule for the 
aforementioned products. The work of curating liquidity 
and refining the protocol will naturally continue into 2023 
and beyond. We expect that new initiatives will be added 
to the roadmap as governance assumes responsibility for 
the protocol and initiates a grants program.

 2021 Q4  Launch of Jet’s MVP lending protocol

 2022 Q1  JET token airdrop, staking, rewards, 
   and governance goes live

  Q2  Jet Institutional Partnership formed

  Q3  Upgraded lending pools and margin accounts 
 

  Q4  Jet Bond Markets

 2023 Q1  Scale Jet Institution Offering
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Disclaimer

This paper is for general information 
purposes only and does not 
constitute investment advice, or a 
recommendation or solicitation to 
buy or sell any investment, public 
or private. This paper should not be 
used in the evaluation of the merits 
of making any investment decision. 
It should not be relied upon for 
accounting, legal, tax, or investment 
advice or recommendations. The 
information and opinions reflected 
herein are subject to change 
without being updated. This paper is 
provided for informational purposes 
only, with the intention to describe 
the Jet protocol and governance 
model, all of which are subject to 
change without notice.
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