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How soft-liquidation works in curve lending

 I explain how soft-liquidation works in curve lending with real life positions, the 
technical implementation of soft-liquidation and what's needed to open a 

permissionless lending market on curve. I cover benefits and risk for users and 
projects.

Day: 8-7-2024
Track: Decentralised Finance



Curve Today



Curve is an AMM
Curve iscrvUSD

Curve is lending market



crvUSD pioneered soft-liquidation





crvUSD minting



Mint crvUSD with ETH as collateral



ETH to mint crvUSD: https://etherscan.io/address/0x1681195c176239ac5e72d9aebacf5b2492e0c4ee



Curve Lending is a single side market



 What Soft-liquidation needs 

- Needs a on-chain price feed
- Needs liquidity to be arbitraged
- Needs collateral filled in bands



Curve lending









crvUSD with ETH collateral



Bands can be 
seen as stop 
loss orders!



10 Bands for one position



Oracle/Price 
above bands

Collateral 
position full 

in ETH



Oracle/Price 
moves down

Collateral 
position in 

crvUSD and in 
ETH



Oracle/Price 
moves down

More ETH 
sold!

This is soft
liquidation 



Oracle/Price 
moves up

 ETH bought 
back with 
crvUSD!

De-liquidation



Full 
recovery!

Collateral 
position full 

in ETH
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Curve lending on WETH/crvUSD on arbitrum (last week)



Curve lending on WETH/crvUSD on arbitrum



It’s a AMM too!



Arbitrage on price up! crvUSD buys WETH back



Hard-liquidation? 

Depending on the health you never get hard liquidated!

If you all your collateral is sold to crvUSD in soft-liquidation, you have crvUSD debt 
collateralized by crvUSD and all volatile collateral is gone. 

As long as you are fully soft-liquidated,  all bands are full with crvUSD, you are 
save. BUT: Having your bands exposed to a volatile market, your position is 
de-liquidated and soft-liquidated all the time, as your bands are traded back and 
forth. This bleeds collateral. And: you are charged the lending rate, which adds do 
your crvUSD debt. 



Strategy: stop loss 

Strategy: Curve lending acting as a big stop loss. On price up, you take out more 
crvUSD.

On price drop, your collateral is sold to crvUSD, backing your debt. If you bands are 
above the price of the collateral  and not traded back and forth you only have to 
repay your debt to maintain your health, if the market recovers you can 
self-liquidate and book the gains.   



Strategy: leverage 



Benefits/Risk for borrowers
Benefits

- Soft-liquidation! Chill on price drops! Long term strategy, sell the top
- Leverage up!

Risk
    -   Stuck in soft-liquidation in a range 

- lose capital because position is sold and bought back all the time.



Benefits/Risk for crvUSD lenders
Benefits
- Isolated risk
- Battle tested contracts
- No fee, just interest rate is market price
- Reward

Risk

- Bad debt if liquidity is thin or on fast price drops



Benefits/Risk for Projects
Benefits
- self listing!
- integrated with aggregators/arbitrageurs and liquidation bots 
- users can chill
- integrated with many curve tools

Risk
- Size must be adjusted to liquidity

- needs good price feed, best a curve pool, chainlink is not enough!



Outlook
- We work on a ETH market, currently one of the token the market has to be 

crvUSD
- More integration and tools build on curve lending 
- More chains
- Curve light, AMM side



More info
lend.curve.fi

tg bot @curve_monitor_backup 
curvemonitor.com/#/platform/lending

crvhub.com/lending
resources.curve.fi

docs.curve.fi
tg or Discord
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Questions?


