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The following figure illustrates how Morpho Blue separates and modularizes
risk management by separating it from the lending protocol.

Current Approach Morpho’s Approach

Suppliers Risk Profile A Suppliers (Rlsk profile A) (R.l&k profile B ) (Expert Lender)

Risk Risk Risk
Management Management Management
‘ Risk management by the DAO ‘ Layer Vault 1 Vault 2

‘ Liquidity and interests accounting ‘

Decentralized

Broker

Morpho Blue

Protocol

‘ Liquidity and interests accounting ‘

2.2 Oracle-Agnostic Pricing

For a lending protocol to operate efficiently, it must have an accurate notion of
price. This price information is obtained by querying trading markets, whether
they are internal or external to the protocol.

External price feeds, often called oracles, have various designs with different
accuracy and security properties. For example, some oracles can provide fre-
quent and accurate price updates, but they may be considered too centralized
or manipulable to be at the core of a lending protocol.

To create more resilient lending primitives, some oracle-less protocols di-
rectly incorporated the pricing mechanics at their core. However, by doing so,
the primitive has to handle both a trading and a lending mechanism simulta-
neously. This brings additional complexity, increasing gas costs and limiting
auditability and security.

Morpho is dedicated exclusively to lending rather than trading. Its goal is
to become the most open and efficient lending primitive while still operating in
a trustless manner. This is why the protocol has an oracle-agnostic approach
rather than an oracle-less one.

Morpho Blue has no oracle or trading mechanism built into the primitive.
Instead, anyone can create a market by specifying an address that returns a
price for the loan and collateral assets. Some markets may feature Chainlink
or Uniswap oracles, while others could hardcode the price or use an innovative
mechanism similar to Ajna’s [16]. It is up to the users to decide which oracle
they agree to depend on by choosing the corresponding markets to interact with.
Lenders and borrowers could delegate this work to the permissionless risk man-
agement layer (see section 2.1), should this choice be deemed too complicated.

This way, Morpho Blue remains simple, trustless, and unopinionated while
ensuring optimal efficiency for those who desire it.
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