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Abstract 
The RAFA Protocol establishes the first decentralized, asset-agnostic infrastructure for 
AI-managed capital allocation. By bridging the gap between open-source machine intelligence 
and permissionless global liquidity, RAFA seeks to dismantle the monopoly that institutional 
hedge funds hold over "Alpha." 

Unlike traditional funds that operate as opaque "Black Boxes”, where strategies, risks, and 
failures are concealed behind corporate secrecy, RAFA creates a Glass Box ecosystem. It 
allows any data scientist, quant, or developer to deploy proprietary AI models as on-chain 
investment pools. These autonomous agents dynamically allocate capital to the "best idea at the 
moment”, whether in volatile crypto assets, Bitcoin-native markets, or tokenized real-world 
equities, based purely on algorithmic optimization. Powered by the RAFA Utility Token, the 
protocol enforces a meritocratic economy where value accrues directly to the most effective 
models and the token holders who secure the network, shifting the industry paradigm from 
"trust-based" to "verification-based" asset management. 

1. Introduction: The Alpha Monopoly 
For decades, the most sophisticated wealth generation tools have been locked behind the 
closed doors of quantitative hedge funds like Renaissance Technologies, Two Sigma, and 
Citadel. These firms absorb the world’s top talent and data, utilizing proprietary infrastructure to 
create "Alpha Silos" accessible only to accredited investors and institutions. The standard "2 
and 20" fee structure (2% management fee, 20% performance fee) extracts massive value while 
excluding the vast majority of the global population. 

This centralization creates two fundamental problems: 

1.​ The Access Gap: Retail investors are typically relegated to passive indexing (ETFs) or 
high-risk manual speculation. Without access to institutional-grade risk management or 
algorithmic execution, retail capital effectively serves as "exit liquidity" for institutional 
algorithms that trade faster and smarter. 

2.​ The Innovation Stagnation: Financial intelligence is globally fragmented but 
institutionally concentrated. A brilliant model developer in Mumbai, Lagos, or Buenos 
Aires has no infrastructure to deploy their strategy globally without navigating complex 
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legal frameworks, joining a walled garden, or relocating to a financial hub. This "brain 
drain" stifles the diversity of strategies available to the market. 

RAFA Protocol proposes a solution: Open Finance meets AI. By building an investment 
infrastructure on decentralized rails (Base and Portal to Bitcoin), we remove the need for trusted 
intermediaries. We replace the Fund Manager with a transparent Smart Contract, and the 
Investment Committee with verifiable, audit-able Code. 

2. The Case for “Open” AI in Investing 
The core thesis of RAFA is that Collective, Open Intelligence > Siloed Intelligence. By 
decentralizing the creation of investment strategies, we can access a broader range of market 
insights than any single firm could employ. 

2.1 Breaking the Black Box 

Traditional quantitative finance relies on "Black Box" models where the logic, risk parameters, 
and execution history are hidden. Investors must trust the reputation of the firm rather than the 
efficacy of the code, often falling victim to "survivorship bias" where funds hide or close 
underperforming strategies to inflate their public track record. 

RAFA introduces the Glass Box Standard: 

●​ Verifiable Track Record: Every trade, signal, and drawdown is recorded immutably 
on-chain. An AI agent cannot hide a bad quarter, "window dress" its portfolio at 
quarter-end, or manipulate its history. This radical transparency ensures that investors 
can make decisions based on raw, unadulterated performance data. 

●​ Meritocratic Survival: Capital in RAFA flows fluidly. Underperforming models lose TVL 
(Total Value Locked) to better models automatically, as investors shift funds to superior 
agents. This Darwinian mechanism accelerates the evolution of the ecosystem’s 
collective intelligence, ensuring only the most robust strategies survive. 

2.2 The "Bring Your Own Model" (BYOM) Revolution 

The rapid commoditization of AI (via Hugging Face, TensorFlow, PyTorch) means that 
state-of-the-art predictive capability is no longer the exclusive domain of billion-dollar firms. 
Independent researchers now have access to the same transformer architectures and datasets 
as major banks. RAFA provides the missing Monetization Layer for this open-source 
revolution. 

2.2.1 The Creator Workflow 

The protocol democratizes the lifecycle of a quantitative strategy: 
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1.​ Train: Creators train their models off-chain using their preferred stack (Python, PyTorch, 
TensorFlow) and datasets (macro, on-chain, sentiment). 

2.​ Connect: Creators register their model on RAFA via the StrategyRegistry, generating a 
unique cryptographic key pair for signal signing. 

3.​ Monetize: Once live, the creator sets a "Performance Fee" (e.g., 15%). The smart 
contract automatically deducts this fee from profitable trades and routes it to the 
creator's wallet. 

2.2.2 Intellectual Property Protection 

A major barrier to open finance is IP theft. RAFA solves this via Signal-Based Verification: 

●​ Weights Stay Private: The model's weights and training data remain on the creator's 
secure off-chain server. They are never uploaded to the blockchain. 

●​ Signals are Public: Only the output (the trade intent) is broadcast on-chain. This allows 
the market to verify the results without stealing the source code. 

3. System Design & Architecture 
The protocol is composed of three interconnected layers designed to separate computationally 
heavy intelligence from secure, trustless execution. 

3.1 Layer 1: The AI Strategy Layer (Off-Chain Intelligence) 

This layer handles the heavy lifting of data processing and inference. 

●​ Data Ingestion: Models ingest multi-modal data streams, including L2 transaction flows, 
liquidation maps, geopolitical news APIs, and satellite imagery for RWA analysis. 

●​ Inference Engine: The model processes this data to generate a target portfolio 
allocation (e.g., "60% BTC, 30% USDC, 10% NVDA"). 

●​ Cryptographic Signing: The inference engine packages this target into a standard 
JSON payload and signs it with the Strategy's private key. 

3.2 Layer 2: The Execution Layer (On-Chain Settlement) 

This layer acts as the gatekeeper, validating signals and routing orders. 

●​ Signal Validator: Upon receiving a signed payload, the smart contract verifies the 
signature against the registered public key in the StrategyRegistry. 

●​ Risk Engine: Before execution, the trade is simulated against the pool's constraints. If a 
trade would violate a Max Drawdown or Concentration Limit, it is rejected on-chain, 
protecting investors from rogue AI behavior. 
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●​ Liquidity Aggregation: Valid trades are passed to the ExecutionRouter, which splits 
the order across DEXs (Uniswap, Aerodrome) and Bridges (Portal) to minimize price 
impact. 

3.3 Layer 3: The Settlement Layer (Tokenized Ownership) 

This layer manages user funds and ownership tracking. 

●​ Non-Custodial Vaults: Each pool is a distinct smart contract. Protocol admins cannot 
touch user funds; only the specific AI model (via signed signal) can move assets, and 
only within the bounds of trading (no withdrawals to external wallets). 

●​ ERC-20 Pool Shares: Ownership is represented by fungible tokens. This allows for 
composability—Pool Tokens can be used as collateral in other DeFi lending protocols. 

4. Contract Architecture 
The RAFA Protocol relies on a modular set of Solidity smart contracts, designed for 
upgradeability, security, and gas efficiency. 

4.1 PoolFactory 

●​ Role: The "Mother" contract that deploys new investment pools. 
●​ Functionality: It uses the "Clone" pattern (EIP-1167) to deploy lightweight proxy 

contracts for each new pool, ensuring low gas costs for creators while maintaining a 
consistent logic codebase. 

●​ Security: It enforces that all new pools must utilize the canonical PoolLogic library, 
preventing creators from deploying malicious code under the RAFA brand. 

4.2 StrategyRegistry 

●​ Role: The "Identity" layer for AI models. 
●​ Functionality: 

○​ Maps Model_ID $\rightarrow$ Creator_Wallet $\rightarrow$ 
Fee_Recipient. 

○​ Stores the Public Key used to verify trading signals. 
○​ Tracks the model's reputation metrics (Sharpe Ratio, TVL, High Water Mark) 

on-chain. 

4.3 PoolContract (The Vault) 

●​ Role: The core contract holding user assets (USDC, WETH, WBTC). 
●​ Key Modifiers: 
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○​ onlyModel: Ensures only the registered AI key can propose trades. 
○​ nonReentrant: Prevents re-entrancy attacks during deposits/withdrawals. 

●​ Logic: Calculates Net Asset Value (NAV) using Chainlink Oracles to price the underlying 
portfolio in real-time. 

4.4 ExecutionRouter 

●​ Role: The "Trade Execution" engine. 
●​ Functionality: 

○​ Interfaces with DEX Aggregators (like 1inch or ParaSwap API) to find the best 
route. 

○​ Handles cross-chain bridging via Portal (for Bitcoin). 
○​ Enforces Slippage Protection: if the realized price deviates >0.5% from the 

oracle price, the transaction reverts to prevent front-running. 

4.5 FeeDistributor 

●​ Role: The "Value Capture" engine. 
●​ Functionality: 

○​ Collects performance fees (in asset tokens) from all pools. 
○​ Batches these assets and swaps them for RAFA tokens on the open market. 
○​ Distributes the bought-back RAFA to the StakingRewards contract. 

5. The "Best Idea" Thesis: Asset Agnosticism 
Modern markets are highly correlated yet distinct. A crypto-only fund inevitably suffers massive 
drawdowns during "risk-off" macro environments (Crypto Winters), while a stock-only fund 
misses the exponential, asymmetric growth of DeFi cycles. 

RAFA pools are Asset Agnostic. An AI agent is programmed to seek the highest risk-adjusted 
return, regardless of the venue or asset class. It treats Bitcoin, Apple stock, and US Treasuries 
simply as tickers with varying probability distributions. 

●​ Scenario A (Crypto Bull): The AI detects on-chain accumulation. It allocates 
aggressively to high-beta L1 tokens (SOL, AVAX) and DeFi governance tokens, 
capitalizing on retail mania and liquidity expansion. 

●​ Scenario B (Tech Rally): Crypto markets stagnate, but AI innovation drives equity 
markets. The model rotates profits into Tokenized Nasdaq (QQQ) or specific leaders like 
NVIDIA, capturing growth while crypto consolidates. 

●​ Scenario C (Recession/Risk-Off): Macro indicators flash warnings. The AI flees to 
safety, allocating to Tokenized U.S. Treasuries (T-Bills) for yield or Stablecoins to 
preserve capital, waiting to re-deploy at lower valuations. 

http://rafa.ai


Draft Whitepaper v0.5​ ​ ​ ​ ​ ​ ​ ​ ​ Rafa.ai 

This dynamic rotation allows RAFA pools to act as "All-Weather" portfolios managed by machine 
speed rather than human consensus, reducing emotional bias and reaction time. 

6. Tokenomics: The Real Yield Flywheel 
The RAFA token is designed to capture the value generated by the AI ecosystem and 
redistribute it to the community. It avoids inflationary "ponzinomics" (paying yield via token 
printing) in favor of a sustainable Real Yield model derived from actual trading profits. 

6.1 Value Accrual Mechanism 

1.​ Performance Fee: Profitable pools charge a fee (standard 20%) on profits above the 
High Water Mark. This aligns incentives: the protocol only makes money when investors 
make money. 

2.​ Protocol Capture: A portion of this fee (e.g., 25%) is strictly directed to the RAFA 
Treasury. 

3.​ Buy-Back & Distribute: The Treasury autonomously uses these collected fees (in 
USDC/ETH) to buy RAFA tokens from the open market. This creates constant, 
non-speculative buying pressure on the token. 

4.​ Staking Rewards: These purchased tokens are distributed to users who stake RAFA. 
This creates a direct economic link: as the AI models perform better, the yield for RAFA 
stakers increases, rewarding long-term conviction. 

6.2 Governance Rights 

RAFA stakers hold voting power to shape the protocol's future: 

●​ Asset Whitelisting: Voting to add new RWA providers or crypto assets to the eligible 
trading universe. 

●​ Fee Parameters: Adjusting the protocol take-rate or performance fee standards. 
●​ Slashing Mechanisms: Voting to slash the "Proof of Stake" bond of malicious model 

creators who attempt to game the system or manipulate markets. 

7. Roadmap 
●​ Phase I: Genesis (Q4 2024): Launch of Core Contracts on Base. Onboarding of 5 Seed 

AI Strategies to demonstrate protocol efficacy. Token Generation Event (TGE) and initial 
liquidity provisioning. 

●​ Phase II: Convergence (Q1-Q2 2025): Full Integration of RWA (Stocks/Bonds) via 
oracle partners. Activation of Portal to Bitcoin Bridge for cross-chain BTC strategies. 
Release of the "BYOM" SDK to open the platform to external developers. 

●​ Phase III: Decentralization (Q3 2025): Transition to full DAO governance. 
Implementation of ZKML (Zero-Knowledge Machine Learning) to allow creators to prove 

http://rafa.ai


Draft Whitepaper v0.5​ ​ ​ ​ ​ ​ ​ ​ ​ Rafa.ai 

they ran a specific model inference on-chain without revealing their proprietary model 
weights, solving the privacy-transparency paradox. 
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●​ Buterin, V. (2014). "Ethereum: A Next-Generation Smart Contract and Decentralized 
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8.4 Zero-Knowledge & On-Chain Privacy 
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8.5 AI Agents & Autonomous Systems 
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Disclaimer: This whitepaper is for informational purposes only and does not constitute financial 
advice. Investment in decentralized protocols involves significant risk. 
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