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(a) Net LP Return vs Volatility
Fee tier: 0.05%
Fee tier: 0.30%
Fee tier: 1.00%
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IL = 2 r
1 + r 1

Rnet = f V
TVL 365 + IL

V/TVL = 2.0 (daily)

LP profitable when fee line
is below (more negative than)
the IL curve at that volatility.

(b) IL vs Fee Offset by Tier

Expected IL (negative)
Fee offset 0.05%: 36%/yr
Fee offset 0.30%: 219%/yr
Fee offset 1.00%: 730%/yr

LP Profitability Frontier: When Do Fees Offset Impermanent Loss?
Adams et al. (2024): ~49.5% of Uniswap v3 LPs lose vs HODL


