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What is Conflux
Conflux is a Layer 1 PoW blockchain that allows parallel processing 
of blocks and transactions. 

Conflux is a permissionless network with economic-driven 
governance mechanisms that incentivize community contributions 
to ensure a secure, scalable, and predictable environment for 
commercial activities. 
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Cryptoeconomic Goals 
The cryptoeconomic goals for Conflux were to:

● Attract users to actively use the network for value add services, 
and global ventures. 

● Remove any barriers to entry for those making meaningful 
contributions 

● Support security, stability, and predictability of the network 
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Key Problems
Inefficient On-Chain Storage 

● Ethereum users pay a one time fee at the time of including the code on chain, but the community bears the cost of 
keeping the contract in storage - much of the state-tree space on Ethereum is occupied by inactive smart contracts. 

Wasted Computation

● BTC and ETH process blocks strictly one-by-one, creating a winner takes all characteristic for mining these chains, 

increasing the chance of forks. 

Low Throughput 

● Many PoW chains have a low TPS, and not suitable for payments. 
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Ledger Layer Design
Conflux Network’s ledger solves the throughput and wasted computation 
problems present in most other PoW chains.  

Using Conflux Network Tree Graph (DAG) structure, the ledger is able to incorporate and process transactions on 
concurrent/parallel blocks, and miners are rewarded for all the blocks they generate (with some penalty mechanisms). 

Two kinds of edges between blocks, parent edges, and reference edges. Each block (except for genesis block) has on 
parent edge to its chose parent block. Each block can have multiple reference edges to refer to previous blocks.
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Market Layer Design
Conflux’s market layer mechanism solve the inefficient on-chain storage 
present in most other PoW chains. 

To create a disincentive (a stick) for occupying space unnecessarily, users 
must rent space on chain with payments going to miners. 

Conflux’s improvements on 1st gen PoW chains is a result of its DAG 
structure, consensus algorithm, and market layer incentives resulting in a 
network with a faster block generation rate, no discarded forks, and a 
higher utilization of block space.  
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Conflux Token (CFX) 
Conflux’s unique native token is called CFX which is used for 
economic value transfers and payments for the cost of usage. 

CFX was designed to serve as a: 

● Medium of Exchange (MoE) 
● Store of Value (SoV)
● A unit of account for blockchain based data
● Miner Incentives (compensation for processing new blocks) 
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CFX Utility
Issued CFX exists in two forms: Liquid and illiquid. 

Liquid: they can be immediately transferred/used on Conflux 
Network. 

Illiquid: Tokens are locked up (via staking) in three different forms:

1) Staked to earn the user interest
2) Bonded storage to purchase space on the network 
3) Locked up to purchase votes in network governance 
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Staking for Interest
Conflux Network distributes interest on all tokens at a rate of 4% per year. 

Holders only obtain this interest if they stake their tokens, with interest added to the user’s holdings 
at the time when the user un-stakes their tokens. 

A user that sakes for b blocks receives interest payment: 

rc= system base interest rate, Conflux creates approx 63,072,000 blocks per year 
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Staking for Storage Space 
A user who wants to use Conflux Network for smart contract execution needs 
to place a pre-defined number of tokens into a bonded storage. 

1 CFX = 1 kb 

A developer locks their tokens, and accrues interest. If the developer occupies 
space (i.e DApp runs and stores data) tokens are withdrawn and put into 
bonded storage with interest payments going to the miners. 

To initiate the release of tokens from bonded storage, users must free up the 
total quote of storage they occupy 
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Staking for Voting Rights
Conflux Network’s ecosystem fund in the future will transform into a DAO where 
Conflux stakeholders vote on operations using voting rights. 

To cast a vote, users must lock up their tokens, where the time locked up determines 
the number of votes. Voting rights awarded according to:

Votes = Number of quarters x number of tokens x 0.25

● Locking maturity less than a quarter = 0 voting rights 
● Locking maturity more than a quarter: 1 CFX = 0.25 votes
● Locking maturity more than half a year: 1 CFX =0.5 votes
● Locking maturity more than a year: 1 CFX = 1 vote 
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Mining Rewards 
Miners receive income from three sources

1) Transaction User Fees: In the long term user fees will make the 
majority of miner income

2) Block Rewards: In the short term, block rewards will make the 
majority of miner income. 

3) Interest Income: Interest on bonded storage tokens are given to 
miners. 
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Testing: 
Validation

Miner Revenue

Economic 

Model Setup
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Estimated Adoption 

At capacity Conflux 
Network processes 3200 
TPS. With a long-run 
adoption rate of u(d)=80%, 
this amounts to 2560 tps.

With an uptake rate of u(d), 
the average daily number 
of transactions is 

T(d) = u(d)*3200D

=u(d)*276.5*10^6 
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User Fees 
Users pay for computational cycles, aka gas used. Assuming that 
users on average pays a transaction fee of value f, average daily 
fees, as a function of day F(d) are: 
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Interest Payments to Users 
Since interest is compounded per block creation during the time 
the tokens are locked, for an annual interest  rate r, we need to find 
the value of R such that the total interest payments add up to G*rc 
tokens. 
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Interest Payment to Miners
Assuming the total transactions fully reflect the extent of interest 
payments on bonded storage we can estimate interest payments to 
miners. 

Each day miners receive interest paid on bonded tokens as 
described in the interest payments to users (previous slide) 
according to:
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Price of CFX
The market cap of Conflux Network is the market price of the tokens 
multiplied by the number of outstanding tokens. In addition to market driven 
changes to the token price, the price of CFX also changes due to the built in 
inflation mechanism (block rewards), ceteris paribus the price of the token falls 
when the token supply increases. 
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Total Miner Revenue
Combining all the previous equations, we can estimate total miner revenue. In summary, total 
miner revenue m(d) consists of: 

1. Block rewards | b(d)
2. Interest income from bonded tokens | I(d) 
3. User fees | F(d)
4. CFX price | p(d) 
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Miner revenue as function of adoption 

Block rewards are higher early on 
to bootstrap miner incentives 
early when adoption is low. 

Interest income is predicted to 
follow a sigmoid growth 
trajectory. 

Transaction fee revenue stabilizes 
at full capacity TPS levels. 
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Thank you!

Any questions or comments:

Email: hello@conflux-chain.org

Find us at: confluxnetwork.org

mailto:hello@conflux-chain.org

