Quiz: Lab Testnet Lending

Instructions: 21 multiple choice questions — Select the best answer — Answers revealed after each question



Q1. What token do you receive when supplying ETH to Aave?
A) wETH B) aWETH C) stETH D) cETH
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Q1. What token do you receive when supplying ETH to Aave?
A) wETH B) aWETH C) stETH D) cETH
Answer: B — aTokens (aWETH) represent your interest-bearing supply position.

Q2. What is the minimum health factor to avoid liquidation?
A) 0.8 B) 1.0 C) 15 D) 2.0
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Q3. If you supply $1,000 ETH (LT=82.5%) and borrow $500 USDC, what is your health factor?
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Answer: C — HF = (1000 x 0.825) / 500 = 1.65.

Q4. What happens when your health factor drops below 1.07
A) You get a warning B) Immediate liquidation C) Trading is disabled D) Nothing
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A) Regulation requires it B) To pay protocol fees C) No credit checks/KYC D) Higher profits



Quiz (1-5)

Q1. What token do you receive when supplying ETH to Aave?
A) wETH B) aWETH C) stETH D) cETH
Answer: B — aTokens (aWETH) represent your interest-bearing supply position.

Q2. What is the minimum health factor to avoid liquidation?
A) 0.8 B) 1.0 C) 15 D) 2.0
Answer: B — Health factor below 1.0 triggers liquidation.

Q3. If you supply $1,000 ETH (LT=82.5%) and borrow $500 USDC, what is your health factor?
A) 0.825 B)1.0  C) 165 D) 2.0

Answer: C — HF = (1000 x 0.825) / 500 = 1.65.

Q4. What happens when your health factor drops below 1.07

A) You get a warning B) Immediate liquidation C) Trading is disabled D) Nothing
Answer: B — Liquidators can repay your debt and seize collateral.

Q5. Why must DeFi lending be overcollateralized?
A) Regulation requires it B) To pay protocol fees C) No credit checks/KYC D) Higher profits
Answer: C — Without identity verification, collateral protects lenders.



Q6. What is the liquidation threshold for ETH on Aave?
A) 50% B) 65% C) 82.5% D) 100%
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Quiz (6-10)

Q6. What is the liquidation threshold for ETH on Aave?

A) 50% B) 65% C) 82.5% D) 100%

Answer: C — ETH has an 82.5% liquidation threshold on Aave V3.

Q7. If ETH price drops 20% and your health factor is 1.5, what happens?

A) Liquidation B) HF drops to 1.2 C) HF increases D) No change
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Answer: C — ETH has an 82.5% liquidation threshold on Aave V3.

Q7. If ETH price drops 20% and your health factor is 1.5, what happens?

A) Liquidation B) HF drops to 1.2 C) HF increases D) No change
Answer: B — Collateral value drops proportionally: 1.5 x 0.8 = 1.2.

Q8. What is the primary benefit of supplying assets to Aave?

A) Capital gains B) Earn supply APY C) Free airdrops D) Governance rights
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A) Borrow more B) Withdraw collateral C) Repay debt D) Wait for liquidation
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A) Ethereum mainnet B) Polygon C) Sepolia testnet D) Binance Smart Chain
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Q6. What is the liquidation threshold for ETH on Aave?

A) 50% B) 65% C) 82.5% D) 100%

Answer: C — ETH has an 82.5% liquidation threshold on Aave V3.

Q7. If ETH price drops 20% and your health factor is 1.5, what happens?

A) Liquidation B) HF drops to 1.2 C) HF increases D) No change
Answer: B — Collateral value drops proportionally: 1.5 x 0.8 = 1.2.

Q8. What is the primary benefit of supplying assets to Aave?
A) Capital gains B) Earn supply APY C) Free airdrops D) Governance rights
Answer: B — Suppliers earn interest (APY) on their deposits.

Q9. How can you increase your health factor?
A) Borrow more B) Withdraw collateral C) Repay debt D) Wait for liquidation
Answer: C — Repaying debt reduces denominator, increasing HF.

Q10. What network should you use for this lab to avoid losing real funds?
A) Ethereum mainnet B) Polygon C) Sepolia testnet D) Binance Smart Chain
Answer: C — Sepolia testnet uses free test ETH with zero financial risk.



Q11. What does the utilization rate measure in lending protocols?
A) Profit margin B) Borrowed / Supplied C) Gas fees D) Liquidation rate
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Quiz (11-15)

Q11. What does the utilization rate measure in lending protocols?
A) Profit margin B) Borrowed / Supplied C) Gas fees D) Liquidation rate
Answer: B — Utilization = total borrowed / total supplied.

Q12. If supply APY is 2% and borrow APY is 5%, what is your net cost?
A) -3% B) 3% C) 7% D) 2.5%
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Quiz (11-15)

Q11. What does the utilization rate measure in lending protocols?
A) Profit margin B) Borrowed / Supplied C) Gas fees D) Liquidation rate
Answer: B — Utilization = total borrowed / total supplied.

Q12. If supply APY is 2% and borrow APY is 5%, what is your net cost?

A) -3% B) 3% C) 7% D) 2.5%

Answer: B — Net cost = 5% - 2% = 3% (you pay interest).

Q13. What is the liquidation penalty on Aave?

A) 0% B) 2% C) 5% D) 10%

Answer: C — Liquidators receive a 5% bonus from your collateral.

Q14. Which action does NOT require a transaction on Aave?

A) Supplying ETH B) Borrowing USDC C) Viewing health factor D) Repaying debt
Answer: C — Viewing data is free; state changes require transactions.

Q15. What is the recommended initial borrow amount for this lab?
A) 10% of collateral B) 50% of collateral C) 40% of collateral D) 90% of collateral
Answer: C — $400 USDC on $1,000 collateral (40%) maintains safe HF ; 2.0.



Q16. What happens to your aWETH balance over time?
A) Decreases B) Stays constant C) Increases D) Converts to ETH
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Quiz (16-20)

Q16. What happens to your aWETH balance over time?
A) Decreases B) Stays constant C) Increases D) Converts to ETH
Answer: C — aTokens accrue interest, increasing your balance.

Q17. Why can’t you borrow 100% of your collateral value?
A) Protocol fees B) Liquidation buffer needed C) Gas limits D) Regulation
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A) Wait 7 days B) Pay a fee C) Repay all debt D) Stake AAVE tokens
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A) Smart contract code B) 3-4 page lab report C) Video presentation D) Token creation



Quiz (16-20)

Q16. What happens to your aWETH balance over time?
A) Decreases B) Stays constant C) Increases D) Converts to ETH
Answer: C — aTokens accrue interest, increasing your balance.

Q17. Why can’t you borrow 100% of your collateral value?
A) Protocol fees B) Liquidation buffer needed C) Gas limits D) Regulation
Answer: B — LTV j 100% ensures collateral covers debt during liquidation.

Q18. What must you do before withdrawing supplied ETH?
A) Wait 7 days B) Pay a fee C) Repay all debt D) Stake AAVE tokens
Answer: C — You cannot withdraw collateral while debt exists.

Q19. How do interest rates adjust on Aave?
A) Fixed by governance B) Based on utilization C) Random D) Daily auctions
Answer: B — Higher utilization increases rates to incentivize supply.

Q20. What is the main deliverable for this lab session?

A) Smart contract code B) 3-4 page lab report C) Video presentation D) Token creation
Answer: B — Submit a lab report with calculations and transaction evidence.



Q21. What network should you use for this lab?
A) Mainnet B) Polygon C) Sepolia testnet D) BSC
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Q21. What network should you use for this lab?
A) Mainnet B) Polygon C) Sepolia testnet D) BSC
Answer: C — Sepolia testnet uses free test ETH with zero financial risk.
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