
Quiz: AMM Mechanics

Instructions: Multiple choice questions — Select the best answer — Answers revealed after each question



Quiz (1–5)

Q1. In the constant product formula x · y = k, what happens to k when a trade occurs?
A) Increases B) Decreases C) Remains constant D) Becomes zero

Answer: C – The constant k remains the same; only x and y change inversely.

Q2. A pool has 100 ETH and 200,000 USDC. What is the current price per ETH?
A) $1,000 B) $2,000 C) $100 D) $20,000
Answer: B – Price = y/x = 200,000/100 = 2,000 USDC per ETH.

Q3. Which factor does NOT contribute to slippage in an AMM?
A) Trade size B) Pool depth C) Block time D) Reserve ratio
Answer: C – Block time affects confirmation speed, not price slippage from AMM mechanics.

Q4. What is the primary benefit of providing liquidity to an AMM pool?
A) Guaranteed returns B) Earning trading fees C) Price speculation D) Voting rights
Answer: B – LPs earn a share of trading fees (e.g., 0.3% in Uniswap V2).

Q5. If you set a 1% slippage tolerance and actual slippage is 1.5%, what happens?
A) Trade executes normally B) Transaction reverts C) Fees double D) Pool pauses
Answer: B – Transaction reverts to protect user from excessive slippage.
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Quiz (6–10)

Q6. Impermanent loss occurs when:
A) Fees are too low B) Token prices diverge C) Pool is empty D) Gas costs rise

Answer: B – IL happens when token prices change relative to deposit ratio.

Q7. If ETH price doubles (2x), what is the approximate impermanent loss?
A) 2.0% B) 5.7% C) 13.4% D) 20.0%
Answer: B – 2x price change results in approximately 5.7% IL.

Q8. Why is impermanent loss called “impermanent”?
A) It’s always small B) Fees offset it C) Loss disappears if prices return D) It’s paid by traders
Answer: C – If token prices return to original ratio, the loss vanishes.

Q9. You deposit 1 ETH + 2,000 USDC into a pool. What do you receive?
A) Interest payments B) LP tokens C) More ETH D) Governance rights
Answer: B – LPs receive LP tokens representing their share of the pool.

Q10. In a pool with 0.3% trading fee, who receives the fees?
A) Protocol treasury B) Validators C) Liquidity providers D) Traders
Answer: C – Trading fees accrue to LPs proportional to their pool share.

(c) Joerg Osterrieder 2025
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Quiz (11–15)

Q11. Which AMM variant is optimized for stablecoin trading?
A) Uniswap V2 B) Curve C) Balancer D) Sushiswap

Answer: B – Curve’s StableSwap formula minimizes slippage near 1:1 ratios.

Q12. Balancer’s weighted pools allow custom ratios like:
A) Only 50/50 B) Only 33/33/33 C) 80/20 or any weights D) Must equal 100
Answer: C – Balancer supports arbitrary weights (e.g., 80/20, 60/40).

Q13. What is the main role of arbitrageurs in AMMs?
A) Provide liquidity B) Pay gas fees C) Align AMM prices with external markets D) Vote on upgrades
Answer: C – Arbitrageurs exploit price differences, keeping AMM prices accurate.

Q14. A sandwich attack involves:
A) Buying before and selling after victim’s trade B) Hacking the pool C) Withdrawing all liquidity D) Freezing
transactions
Answer: A – Attacker front-runs victim’s buy, then back-runs with a sell.

Q15. What does MEV stand for?
A) Maximum Ethereum Value B) Miner Extractable Value C) Maximal Extractable Value D) Market Efficient
Value
Answer: C – MEV (formerly “Miner”) is now “Maximal Extractable Value”.

(c) Joerg Osterrieder 2025
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Quiz (16–20)

Q16. Compared to order books, AMMs have:
A) No liquidity B) Always available liquidity C) Better prices for large trades D) No fees

Answer: B – AMMs provide algorithmic liquidity 24/7 without waiting for makers.

Q17. After buying 10 ETH from a 100 ETH pool with k = 20,000,000, the new ETH reserve is:
A) 90 ETH B) 100 ETH C) 110 ETH D) 80 ETH
Answer: A – Pool loses 10 ETH, leaving 90 ETH (USDC increases to maintain k).

Q18. Uniswap V2’s standard fee per trade is:
A) 0.05% B) 0.3% C) 1.0% D) 5.0%
Answer: B – Uniswap V2 charges 0.3% on all trades.

Q19. Which factor INCREASES impermanent loss?
A) Price stability B) High trading fees C) Large price divergence D) Low slippage
Answer: C – Greater price divergence (e.g., 4x) causes higher IL (up to 20%+).

Q20. To withdraw liquidity from an AMM, you must:
A) Wait 30 days B) Burn LP tokens C) Pay a penalty D) Sell all assets
Answer: B – Burning LP tokens returns your share of pool reserves.

(c) Joerg Osterrieder 2025
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