Quiz: Lending Protocols

Instructions: 10 multiple choice questions — Select the best answer — Answers revealed after each question



Q1. What is the main difference between traditional and DeFi lending?
A) Traditional is faster B) DeFi requires KYC C) DeFi is permissionless D) Traditional is 24/7
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Answer: C — DeFi lending is permissionless with no KYC or credit checks required.

Q2. If you deposit 10 ETH worth $20,000 with 80% LTV, max borrow is:
A) $20,000 B) $16,000 C) $10,000 D) $25,000
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Q4. Health factor for $30k collateral, $20k borrowed, 85% threshold?
A)1.00 B)1.28  C)150  D)0.67
Answer: B — HF = (30,000 x 0.85) / 20,000 = 1.275 ~ 1.28.

Q5. Why do volatile assets have lower LTV ratios?
A) Less popular B) Higher price risk C) Lower liquidity D) Regulations
Answer: B — Volatile assets need larger buffers to prevent immediate liquidation.



Q6. What is the liquidation bonus typically on Aave?
A) 1-2% B) 5-10% C) 15-20% D) 25-30%
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Q7. What happens to borrow rates when utilization exceeds 90%?7

A) Decrease B) Stay constant C) Increase steeply D) Protocol pauses
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Answer: B — Liquidators receive 5-10% bonus as incentive to maintain protocol solvency.
Q7. What happens to borrow rates when utilization exceeds 90%?7

A) Decrease B) Stay constant C) Increase steeply D) Protocol pauses
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Answer: C — Aave leads with $31B TVL and 60%+ market share.

Q9. What unique feature does Aave offer that Compound does not?
A) Interest-bearing tokens B) Flash loans C) Governance token D) Overcollateralization
Answer: B — Aave pioneered flash loans (uncollateralized single-tx borrowing).

Q10. What is needed for undercollateralized DeFi lending to work?
A) Higher rates B) Credit scores or identity C) Longer terms D) More liquidators
Answer: B — Undercollateralized lending requires reputation or KYC for legal recourse.



