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Decentralized insurance protocols leverage blockchain technology to offer an
innovative alternative to traditional insurance models. These systems operate as
member-owned mutuals, where participants collectively share risk and manage c
through transparent and community-driven mechanisms. With significant growt
decentralized finance (DeFi), these protocols are emerging as a viable solution fo
addressing the inefficiencies and barriers of traditional insurance systems.

A decentralized insurance protocol typically includes the following components

Capital Pool: Participants contribute funds to a shared pool, which serves as
financial foundation for underwriting insurance coverage and paying claims

Risk Assessment and Underwriting: Members with expertise in risk analysis
assess risks and stake tokens to underwrite specific policies. They earn rewa
for their participation but are also subject to potential losses if claims are
validated.

Claims Assessment: In the event of a claim, community members evaluate it
validity. This peer-driven process ensures fairness and transparency in payou
aligning incentives across stakeholders.

These protocols are governed as decentralized autonomous organizations (DAOs
enabling participants to make decisions regarding upgrades, parameters, and oth
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operational aspects. This ensures transparency, trust, and alignment between the
protocol and its members.

Decentralized insurance protocols use native tokens as the backbone of their fin
and governance systems:

1. Capitalization: Participants purchase and stake tokens to contribute to the c
pool, which allows the protocol to underwrite more risk.

2. Governance: Token holders vote on protocol upgrades, risk pricing, and clai
resolutions.

3. Staking Incentives: Members who assess and underwrite risks earn staking
rewards, while the protocol penalizes poor assessments to maintain reliabili

These protocols often employ advanced automated mechanisms to ensure solven
dynamically adjusting token supply and coverage capacity based on available cap
and claims activity.

A decentralized protocol for health insurance could adopt a similar structure,
focusing on patient-centered coverage and cost efficiency:

1. Crowdsourced Risk Pools: Members would contribute to a shared pool that
covers health risks. Contributions could be tiered based on an individual’s h
profile and coverage needs.

2. Peer-to-Peer Claims Evaluation: Claims could be assessed transparently by a
community of medical professionals and members with relevant expertise.
Blockchain technology would ensure the integrity and immutability of these
assessments.

3. Preventive Care Rewards: Members could receive token-based rewards for
engaging in preventive healthcare measures, such as regular check-ups, exer
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or adherence to prescribed treatments.

4. Dynamic Coverage Adjustments: Smart contracts could automatically adjust
coverage limits or premiums based on real-time health data, provided volunt
by members through wearables or health records.

By leveraging blockchain’s transparency and smart contracts’ efficiency, such a
protocol could address traditional health insurance’s high administrative costs a
lack of trust, while empowering patients to take greater control over their health
decisions.

Decentralized insurance protocols have shown remarkable growth and stability,
highlighting their potential to disrupt the insurance market:

Market Share Growth: In the decentralized insurance space, leading protoco
hold approximately 80% of the market, with total locked value exceeding $28
million in recent years.

Scalability: These protocols have demonstrated resilience by scaling their ca
pools to support increasingly complex and diverse coverage options.

Community Participation: Member participation in governance and claims
assessment has remained consistently high, reinforcing the trust and transp
that underpin the model.

These statistics showcase the viability of decentralized insurance systems in both
niche markets, such as DeFi coverage, and broader applications, including healt
insurance.

Decentralized insurance protocols offer several advantages over traditional syste

1. Cost Reduction: By eliminating intermediaries and leveraging automation, t
protocols minimize administrative costs, resulting in more affordable premi
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for participants.

2. Transparency: Blockchain ensures that all transactions, decisions, and claim
processes are recorded on an immutable ledger, reducing fraud and disputes

3. Community-Driven Governance: Members play an active role in decision-ma
creating a sense of ownership and ensuring the protocol evolves to meet
participants’ needs.

4. Speed and Accessibility: Smart contracts enable faster claims processing and
payouts compared to traditional insurers, which often involve lengthy
bureaucratic procedures.

To replicate this model in the health insurance space, certain conditions must be

1. Robust Risk Assessment Mechanisms: The protocol must have tools and
incentives to accurately price risk and allocate coverage.

2. Engaged Community: Active participation from members is critical to ensur
governance and claims resolution.

3. Integration with Healthcare Systems: Collaboration with healthcare provide
payers can help validate claims and ensure that coverage aligns with real-wo
needs.

4. Scalability: The ability to onboard large numbers of participants and manag
diverse coverage options is essential for sustained growth.

Decentralized insurance protocols present a transformative opportunity to reima
the insurance industry, offering transparency, efficiency, and community-driven
solutions. While currently focused on niche markets such as DeFi risk coverage,
principles and technology are adaptable to broader applications, including healt
insurance. By addressing inefficiencies in traditional models and empowering
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participants, decentralized insurance has the potential to provide fair, affordable
transparent coverage for all.

Nexus Mutual is a decentralized insurance alternative that allows members to jo
share risk. Members can purchase cover products that protect against different k
of risk, such as smart contract risk for major DeFi protocols (Protocol Cover), ET
slashing risk, and more. Protocol Cover provides protection against a loss of fun
due to hacks, exploit, oracle manipulation, liquidation failures, or governance at

The Nexus Mutual protocol is built on Ethereum and provides the infrastructure
members to buy cover, underwrite risk, assess claims, and build risk managemen
businesses.

The NXM token is the governance and utility token backed by crypto assets held
the Nexus Mutual capital pool contract. It is used to buy cover, vote on governan
decisions, and participate in Risk and Claims Assessments. It is also used to
encourage capital provision and represents ownership to the mutual’s capital po
the mutual’s capital pool increases, the value of NXM will increase as well. 

The token’s price is determined using a Ratcheting AMM (RAMM), which is affe
by both the amount of capital the mutual has and the amount of capital it needs 
meet all claims with a certain probability.

The NXM token is not traded on any exchange and is only used as an internal to
for Nexus Mutual. To obtain the NXM token, one must register as a member of N
Mutual and go through the platform’s KYC and AML processes.

There is a "wrapped" version of the NXM token called Wrapped NXM (wNXM) 
freely transferable and can be bought on the open market through cryptocurrenc
exchanges.

What is Nexus Mutual?

What is the NXM token?



Relevant on-chain financial metrics can be found in the Nexus Mutual Dune
dashboards.

The price of cover is based on several criteria such as:

1. Cover Amount

2. Cover Period

3. The price of cover set by the staking pool manager(s)

NXM holders can participate in risk assessment as NXM stakers, who stake and
delegate their NXM to an existing staking pool, or as Staking Pool Managers, wh
launch their own staking pool and use the NXM in their pool (their own NXM an
NXM delegated by other members) to stake against cover products, determine th
available capacity, and set the price of the cover offered by their pool.

When a loss event occurs, Nexus Mutual users who held active cover can submit 
claim. They can do so by submitting a claim directly in the Nexus Mutual user
interface.

How to check the financial health status of the

Nexus Mutual protocol?

How are covers priced?

How is risk assessment done on Nexus Mutua

How to make a claim on Nexus Mutual?

https://dune.com/nexus_mutual
https://dune.com/nexus_mutual
https://app.nexusmutual.io/claims
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