
10 1 100 101

Price Ratio (Final/Initial, ratio)

40

30

20

10

0
Im

pe
rm

an
en

t L
os

s (
%

)

5x price change:
-25.5% loss

Impermanent Loss:
IL = 2 r

1 + r 1
where r =  price ratio (final/initial)
VLP = V0 r , Vhold = V0(1 + r)/2

Impermanent Loss: LP Position vs Hold Strategy

2x: -5.7%
5x: -25.5%
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Reading guide: Red shaded region shows where
LP underperforms a simple hold strategy.

IL is always non-positive; it equals 0 only at r = 1.

Portfolio Value: LP vs Hold
LP Position
Hold Strategy
Loss Region


