




























Liquidity Pools
A liquidity pool is a collection of funds locked in a smart contract that provides liquidity to a decentralized 
exchange (DEX) or a decentralized finance (DeFi) protocol. It is a crucial concept in DeFi and enables users 
to trade assets, earn rewards, or borrow/lend assets in a decentralized manner, without relying on 
centralized intermediaries like traditional exchanges or banks.

In simple terms, a liquidity pool is a shared pool of assets that allows decentralized markets to function. By 
providing liquidity to these pools, users contribute to the availability of tokens on a platform, ensuring that 
traders can easily buy or sell assets without having to wait for someone else to match their orders.

Taking It Further…
While I shared you all some initial insights on the underlying principles of DeFi technology. It is important to 
note that we require this understanding to work on interesting projects in the DeFi space. In further few 
articles we will understand more on Automated Market Maker models and try to get a hands on the 
providers for these exchanges and look at Swaps through Ethereum blockchain. As it provides scope for 
developers. Stay tuned!

This article was originally published on Medium.com. 


























