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The success of De-Fi lending rests on its ability to reduce risk for borrowers. Yet by 

requiring margin calls Aave, Compound, Uniswap and MakerDAO still function as 

traditional lenders. Backed by the principle of Guarantor Value the Goosie Protocol 

secures loans flawlessly 24×7 with no margin call. 
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Flawlessly 24x7 

 
The silver lining in the recent crash of crypto prices is the way DeFi lenders have performed so much 

better than centralised platforms.  In last week’s letter to investors Pantera Capital CEO Dan 

Morehead comments:  

DECENTRALIZED finance protocols – like Aave, Compound, Uniswap, MakerDAO – all functioned 

flawlessly 24×7.  This crisis proves the opposite of the common narrative.  It proves DeFi works great.  

Way better than centralized finance firms like Celsius, BlockFi, Lehman Brothers, et al. 

In other words transparency, trustless execution and smart contract discipline has removed many of 

the risks that brought the financial system to its knees in 2008.  Morehead mentions leverage loans, 

back room deals and conflicts of interest in particular. 

Yet in one respect DeFi lenders are no different than traditional banks – both require margin calls.   

Margin calls are a big deal for borrowers.  For example on the 13th June plummeting Bitcoin prices 

caused 260,000 investors to have $1 billion worth of margin calls forcing the sale of their collateral 

at a loss.   

Is there a way DeFi can remove this risk for borrowers? A project I have initiated called Goosie, 

based on the principle of Guarantor Value is designed to do just that.   

But before I share Goosie with you I want to respect just how high today’s DeFi lenders have set the 

bar.  Thanks to smart contract discipline margin calls ensured that during recent events every lender 

using Aave, Compound, Uniswap and MakerDAO got their money back.  That is what Morehead 

means when he says they functioned flawlessly 24×7.  It means that if DeFi is to evolve to no-margin 

call the same standard of flawless 24x7 execution must apply. 

Two Steps to Flawless Execution 
 

With Goosie lending with no margin call is achieved in two steps:  

- lend based on Guarantor Value 

- self-issue the loan. 

Table 1 Two steps to secure all loans flawlessly 24x7 with no margin call 

 Action 

Step 1. Majority of loans 
secure 

Use collateral valuable 
enough to the borrower 
(guarantor) for them to want 
it back. 

Step 2. All loans secure 
flawlessly 24x7 

Self-mint loans. 

https://panteracapital.com/blockchain-letter/defi-worked-great/
https://www.pymnts.com/cryptocurrency/2022/bitcoin-plummet-triggers-1b-in-margin-calls/
https://www.kenton-dau.com/


 

Step one: Lend based on Guarantor Value 

 
Imagine you run out of gas.  Walking to the gas station you realise you have left your wallet in the 

car.  Rather than go back you ask the station attendant if he would hold your phone to cover the 

cost of the gas until you return with your wallet.  He agrees and fills a can.  You get back to your car, 

drive the station, pay for the gas and pick up your phone. 

What has just happened? 

You received a loan of gas by providing a guarantee, in this case your phone. Importantly the phone 

is of no value to the station attendant because it is locked.  The reason your phone works as a 

guarantee is that the attendant knows it is valuable to you and you want it back. 

Notice there is no assessment of the market value of the phone relative to the gas in the can.  The 

attendant is confident in repayment not because of the dollar value of the phone but because the 

phone is valuable to you. 

This is Guarantor Value – a loan made based collateral the lender knows the borrower (guarantor) 

wants back. 

Excluding stablecoins, most crypto meet the collateral criteria for the Guarantor Value approach 

because coins are bought with the expectation that their value will rise in the future.  In other 

words, the man or woman using them as collateral for a loan has the expectation that at some point 

they will want to repay the loan to retrieve their collateral. 

So how does the Guarantor Value approach change things? 

At present Gerry deposits $100 worth of Bitcoin with a De-Fi lender and receives a $50 loan.  (Let us 

assume the lender needs just 100% collateral before triggering a margin call, in practise the 

collateral requirement is much greater.)  If the value of Gerry’s Bitcoin falls to $50 the lender sells his 

Bitcoin (the margin call) and re-coups the value of the loan.  Gerry no longer has his Bitcoin and taken 

a 50% ($50) loss. 

If we replay the scenario using the Guarantor Value approach it looks like this: 

Gerry deposits $100 worth of Bitcoin with a lender and receives a $50 loan.  Only this time if Gerry’s 

Bitcoin falls to $50… nothing happens.  If the value of Gerry’s Bitcoin falls still further to $20… still 

nothing happens.  Why?  Because the lender remains confident Gerry wants his Bitcoin back and will 

therefore repay the loan.   

 

 

 

 



Table 2 Two ways to secure a loan, the traditional full collateralisation approach and Guarantor Value 

 Traditional Full 

Collateralisation  

Guarantor Value 

Deposit $100 BTC $100 BTC 

Loan received $50 $50 

Value of BTC drops to $50 Margin call. 

BTC sold to repay loan. 

Borrower loses BTC & takes $50 

loss. 

Nothing happens. 

Loan still secure. 

 

In olden days a noble would send their son to the king’s court as a guarantee of the noble’s good 

behaviour.  The process was the same.  The son was of little value to the king but meant a lot to the 

father.  With Guarantor Value, the guarantee works, not because of any agreed value of the 

collateral posted, but because it has value to the guarantor.   

 

Step two: Self-mint the loan 
 

In itself step one of the Guarantor Value approach is enough to secure the majority of loans 

currently made on Aave, Compound, Uniswap and MakerDAO without the need for a margin call.  

However step two is needed to turn this majority into the 24x7 flawless execution now expected in 

DeFi.   

The reason is this: 

What if lenders had used the Guarantor Value approach and before May 2022 accepted Terra (now 

Terra Classic, LUNC) as collateral?  Before May borrowers would have fully expected to want their 

Terra back.  But by 15th May the value of Terra was close to zero and few borrowers would have 

confidence their collateral would ever appreciate again.  In this case the lender has a bad debt. This 

would never happen under the current margin call model of Aave, Compound, Uniswap and 

MakerDAO.   

In other words for no-margin call to work in DeFi it has to be able to cope with a scenario like Terra 

where the collateral fails completely and the borrower no longer believes its price will improve. 

This is achieved by self-minting the loan.   

Self-minting means to collapse the lender-borrower relationship into the same person and have 

them mint their own stable currency against the collateral they lock into a smart contract.  The 

collateral only becomes available to them again once they repay the full value of the loan.  



Table 3 With Goosie the borrower and lender are the same person.  They self-mint the Goosie coin based on the value of 
collateral locked into the smart contract.  Only by repaying the full value of the Goosie coin minted for the loan can they 
get their collateral back. 

 

The reason self-minting makes lending flawless 24x7 is because of the ability of Guarantor Value to 

secure the value of the currency minted.   

As soon as the lender/borrower realise they have to pay back the full value of the loan they self-mint 

at the official pegged price, none of the currency entering the market will do so at anything except 

the official pegged price.  To do otherwise the lender/borrower would penalise themselves. For 

example: 

Steve self-mints $50 worth of Goosie coin.  But rather than spend it at the official peg of 1000 goosie 

per ounce of gold coin, he spends Goosie at 80% that value or 1250 goosie per ounce of gold.  In 

dollar terms, with gold at $1700 an ounce this means that instead of spending his goosie at $1.70 

each Steve spends them at $1.36 each which gives him $40.   

When it comes time for Steve to reclaim his collateral, assuming the price of gold in US dollars has 

not changed, he still needs to deposit $50 worth of Goosie with the smart contract – the full value of 

the loan.  By spending his new-mint Goosie at 80 cents Steve has cost himself $50 - $40 = $10. 



Table 4 Goosie enter the market at the full pegged price because borrowers know they have to pay this price to redeem 
their collateral.  Once in the market at the pegged price it is in no-one’s interest to trade at a price below or above this 
value.   

 

Notice how the ability to maintain the peg again has nothing to do with the value of the collateral 

deposited.  All that matters is confidence that the men and women who self-mint expect the value 

of their collateral to rise and hence can be relied upon to want it back. 

Let us unpack this a little. 

Mary deposits $100 worth of Bitcoin into the Goosie smart contract.  The smart contract immediately 

issues $54 worth of Goosie coin1.  $50 goes to Mary and $4 goes to the goosie system.  Mary has just 

loaned herself $50. 

Now Mary knows that when she wants her Bitcoin back she is going to have to repay the full value of 

her self-loan.  For example, when she wants to repay, Goosie may be trading at 94 cents rather than 

the official pegged value of 1000 per ounce of gold.  In this case, assuming the value of gold in US 

dollars has not changed, Mary needs to repay: $54/0.94 = 57.44 Goosie.   

Because she knows this Mary has zero incentive to use her Goosie at anything below the official 

pegged price.  This means all Goosie enter circulation at the pegged price.  Because they do so no one 

has incentive to trade them at anything other than the pegged value as this is the price they must 

have paid for them.   

                                                           
1
 The reason why the Goosie smart contract always mints 54% of the value of collateral deposited can be 

found in the open source Goosie Build Rules.  

https://www.kenton-dau.com/smart-contract-build-rules.html


As you can see the peg of Goosie to gold is maintained by the desire of Mary to have her Bitcoin 

back.  Because she wants her Bitcoin back, and does not want to penalise herself by selling her new-

mint Goosie into the market at a price below official pegged price, Goosie always enter the market 

at the pegged price.   

Now let us go back to the Terra situation and see what happens when the value of Terra deposited 

as collateral into the protocol fatally collapses. 

If men and women had posted Terra as collateral before May 2022, the failure of their Terra 

collateral does not affect the value of the currency minted by other men and women as self-loans.  

The behaviour of the majority of men and women self-minting has not changed because the 

majority still believe they want their own collateral back. 

It is true that those who used Terra never have to repay their loans.  Why would they?  Their 

collateral is now worthless.  But on the other hand no other man or woman acting as 

borrower/lender is adversely affected.  The loans they self-mint continue to hold their value and not 

a cent has been lost in the loan process.   

So we can say Guarantor Value not only secures the majority of loans without a margin call.  It also 

maintains the peg of a currency issued against collateral deposited.  With this second function 

Guarantor Value raises the bar from securing the majority of loans, to flawlessly securing all loans 

24x7 – all with no margin call. 

 

Objections to Guarantor Value 
 

Objections to loans based on Guarantor Value include the following. 

 

Men are women are free to decide when to repay their loan.   

True.  The lender and borrower are now the same person.  They will avoid repayments when the 

value of their collateral is low.  On the other hand they have strong incentive to clear the loan when 

their collateral reaches new highs because with the increase in value they can take out a bigger loan.   

 

The Goosie coin costs the lender/borrower nothing therefore it has no value. 

False.  Each coin is backed by confidence that the lender/borrower wants their collateral back.  

Because they know they have to pay the official pegged value of their loan to do so all Goosie enter 

the market at the pegged price.  To others receiving and spending Goosie, the decentralised nature 

of the collateral backing the coin is more secure that the centralised model of current major 

stablecoins (see below). 

 



The loan is not secure if the value of the collateral falls. 

False.  This is only true under the full collateralisation model.  A loan secured by Guarantor Value 

remains secure as long as the guarantor (borrower) remains confident current market conditions are 

temporary and their collateral will continue to rise in value.   Importantly this confidence is likely to 

remain even during major market events. 

For example since inception Bitcoin has lost more than 80% of its value a number of times.  These 

events are unlikely to affect a person’s confidence in their investment for the medium and long 

term.  Hence even in severe market conditions they can be expected to pay back their loan.   

On the other hand as we have recently seen major market events have profound implications for 

lenders and borrowers using the full collateralisation approach.  Falling collateral values trigger 

margin calls.  Collateral is sold. Borrowers suffer losses.  Lenders experience shrinking loan book. For 

example in Q2 2022 Compound saw its loan book shrink by 77%.   

 

If collateral posted no longer has value to the guarantor some Goosie in circulation no longer have 

collateral backing them. 

True.  It is highly likely that some coins like Terra will fail.  Failures are reduced by the protocol only 

accepting coins approved by the Goosie club.  Yet collateral failures are to be expected.  This means 

some borrowers will never repay their Goosie loans.  However this does not affect the peg of the 

Goosie coin peg to gold and hence the value of all other loans.  The reason is that coin failures do not 

affect the behaviour of most borrowers who still want to have their collateral back.  This means that 

new Goosie still enter the market at the full peg price.  Consequently it is still in no one’s interest to 

trade at any value other than this price.  The peg, and hence the value of the self-loan is maintained. 

 

Removing the risk of a margin call results in rampant speculation. 

True but easily controlled.  For example, if a borrower receives a loan for 100% of the value of 

collateral posted, there is no reason why they do not use the loan to purchase more collateral.   The 

new collateral is used for another loan and the process continues ad-infinitum.   

With traditional loans increased leverage comes with increased risk of a margin call as changes to 

the price of the collateral are amplified.  With the Guarantor Value approach there is no such check. 

The solution is to limit the size of the loan to a percentage of collateral posted.  The Goosie protocol 

works with a fixed 54% loan to collateral ratio.  50% of the loan goes to the borrower. 4% goes to the 

system.   

With a loan of 50% of the value of their collateral a borrower is limited to doubling the assets used 

as collateral.   They do this by using their loan to purchase more assets.  Excluding changes in asset 

prices and transaction costs their new purchase will be half the amount of the original collateral 

posted.  If they do this eight times, each time purchasing and posting half the previous amount of 

collateral, they will end up with twice the collateral they started with. 

https://messari.io/article/state-of-compound-q2-2022
https://www.kenton-dau.com/goosie-club.html


Table 5 Borrowers can double their assets by using their loan to buy more eight times. 

 

This ability of the borrower to double their assets using Goosie is a significant benefit of the no-

margin call lending approach.   

 

Speculative Attack 
 

Speculative attacks on Goosie seek to profit from lowering or raising the peg. 

 

Scenario 1 – Flooding the market – the Terra/Luna experience 
 

Speculators borrow Goosie and dump them into the market.  The sharp increase in supply drives 

Goosie below its peg.  Speculators purchase the coins at the discount and repay their loan.  The 

difference between the cost of borrowing and price purchased, less interest paid, is profit. 

Analysis: 

No person selling Goosie has incentive to sell them for less than they paid for them even in the event 

of oversupply.  Only necessity would cause them to take a loss.  This diminishes the extent to which 

the coin falls off its peg and hence, profit for speculators. 

Any fall off the peg also benefits the men and women who self-mint Goosie.  They purchase the 

discounted Goosie and profit from the lower cost of redeeming their collateral.  This removes Goosie 

from circulation and helps to restore the peg. 

 

Scenario 2 – Scarcity 
 

Speculators buy Goosie creating scarcity.  Demand for Goosie drives the price of Goosie above the 

peg value.  Speculators then sell their Goosie back into the market at a premium.  Profit is the 

difference between the purchase and the sale price. 

Analysis: 



The profit taking restores Goosie to its peg. 

Goosie trading above the peg incentivises men and women to self-mint new Goosie to take 

advantage of the higher value.  New-mint Goosie enter the market, reducing the scarcity and help to 

restore the peg. 

Stablecoin Competition 
 

Goosie competes with US dollar stablecoins such as Tether (USDT), USD Coin (USD) and Binance USD 

(BUSD).  These three are currently in the top 10 crypto currencies with a combined market cap of 

$145 billion.  Why would men and women stop using these stablecoins and switch to Goosie 

instead?  Simply because everyone wants the benefits Goosie offers. 

Who would pay for a stablecoin when they can have one for free? 

Who wants to pay interest on a loan? 

Who wants downside protection for 50% of their assets? 

Who wants instant liquidity without putting their assets at risk? 

Who wants to double their assets at no additional cost? 

Once they mint their own Goosie men and women will naturally wish to use their coin rather than 

one offered by a third party with none of the Goosie benefits. 

Other competitive factors include: 

Risk 
- The big 3 stablecoins have a central honeypot of dollar assets.  These assets can be hacked 

or stolen.  The larger the honeypot the greater the temptation and greater the risk.  Goosie 

has no honeypot.  Each man or woman mints their own Goosie against their assets.  The 

assets are distributed across each user’s smart contract.  As the volume of Goosie grows so 

does its distributed nature – not one honeypot but thousands then millions then billions.  

Yes, the smart contract is still at risk of being hacked, but the hacker would have to enter 

each contract to steal funds. 

- Using a big 3 stablecoin requires trust. The assets supporting the coins are not held in a 

trustless smart contract but by fallible and perhaps untrustworthy humans.  For example as 

far back as 2018 there have been allegations that the Tether coin is not backed 1 to 1 with 

dollars.  The organisation has also gone through a period when it has suspended 

redemptions. Collateral backing Goosie is held in trustless smart contracts distributed 

around the world. 

- Using a big 3 stablecoin comes with the regulatory risk of national jurisdictions.  

Government policies change.   This could affect the security of collateral and hence value of 

the coins.  As a private club Goosie operates like Bitcoin with no presence in a national 

jurisdiction. 



Philosophy 

 
- Men and women using crypto currencies often do so because they believe decentralised 

finance is better than centralised finance.  The big 3 stablecoins are all issued by a central 

organisation.  There is nothing decentralised about who controls these organisations.  On 

the other hand, Goosie is maintained by members of the private Goosie club, the Goosie 

community.  Members of the club are those that make the decisions and fuel the 

development of the protocol.  They don’t own Goosie. They just want to be involved to 

make it better. 

- The coins of the big 3 are issued by the centralised company that owns them.  With Goosie 

the coins are minted by those who use them.  In other words with Goosie coin ownership 

and supply are fully decentralised. 

What happens with no margin call? 
 

To end I would like to make some predictions as to what happens once men and women can self-

loan with no margin call. 

 

Lenders 
 

The rate for lending Ethereum on Compound is currently 0.06%.  This means that Bob with $100 

worth of ETH earns 6 cents a year for lending his Ether.  Not a fantastic rate of return.  On the other 

hand, Bob can lock his Ether into the Goosie smart contract and instantly self-loan $50 worth of 

Goosie coin.  One of the things he can do with his $50 of Goosie is to buy more Ethereum.  As I have 

outlined above, if the does this eight times he ends up with twice the Ethereum he started with.  So 

what will Bob choose?  Continue to earn 6 cents a year, or double his holding of Ether? 

 

Borrowers 
  

Men and women can currently borrow Ethereum on Compound for an annual fee of 2.65%.  If Jill 

wants to borrow $50 worth of Ether it will cost her $1.32 a year in interest.  Critically she also carries 

the risk that if the value of her collateral falls there could be a margin call.  The Compound smart 

contract will sell her collateral to recoup the loan.  In this case Jill is left with no collateral whose 

value she can watch grow and she has probably taken a big loss by the smart contract forcing the 

sale when the price of Ethereum is down. 

With Goosie Jill now has an alternative.  She can deposit $100 worth of collateral and self-loan $50 

worth of Goosie coin.  She now has $50 she can spend as she chooses.  There is no interest to pay 

and because there is no margin call there is no risk she will have to sell her collateral at a loss.  This 

means that Jill has secured the loan she wants and can still be confident she can watch the value of 

her collateral grow. 



 

De-Fi Platforms 
 

Aave, Compound, Uniswap and MakerDAO bring lenders and borrowers together in a trustless way 

that functions flawlessly 24x7 because the smart contract will execute a margin call if the loan to 

value ratio falls below a certain level.  In other words, their ability to secure a loan depends upon the 

ability to execute a margin call.  In a world where a margin call is no longer required to secure a loan 

these platforms are unlikely to see a growth in business. 

 

Stablecoins 
 

Like De-Fi  lending platforms stablecoins provided by third parties are unlikely to see an increase in 

demand.  Men and women self-minting their own stable value Goosie have a vested interest in using 

the coin.  As outlined above, why would someone purchase a stablecoin when they can mint their 

own for free?  Goosie are also more secure than the human, centralised, honey-pot of leading 

stablecoins such as Tether (USDT), USD Coin (USD) and Binance USD (BUSD).  Goosie are backed by 

the decentralised collateral of men and women the majority of whom want to have their collateral 

back.  Because of its decentralised nature even the total failure of a given coin used as collateral 

does not affect the value of the Goosie coin and hence the value of the loans. 

 

Market 
 

With fewer margin calls the crypto market is likely to benefit from less downside volatility and 

greater price appreciation. 

Margin calls create a downward spiral of price pressure in bear markets.  Collateral values fall forcing 

margin calls.  The call floods a falling market with new sell pressure causing prices to fall further.  

This triggers more margin calls and the process repeats sending prices ever lower. 

With Goosie a falling market produces no margin calls.  Hence no new coins are being sold to push 

prices lower.  Men and women hodl their collateral and wait for the market to turn.  The self-loan 

has also provided liquidity to see them through the bear market without having to sell their 

collateral at a loss. 

Greater price appreciation is the result of Goosie reducing the available supply of coins. Because 

men and women lock their coins in the Goosie smart contract this creates a general scarcity. Scarcity 

drives up prices.  As the price of their collateral rises men and women repay their self-loan and take 

out a new loan based on the now higher value of their collateral.  The new loan represents new 

liquidity in the market which can be used for new asset purchases raising prices further.   

 



About Branton 

 
After being CEO of predictive analytics firm VortexDNA I fell for the blockchain in 2018.  I have a 

passion for stable decentralised money owned by the people who use it.  Goosie is my fourth project 

in the space. 

END 


