
Triggering liquidation action in DeFi

•Initial margin- 10% 
or $10

•Maintenance margin-
5% or $5

Margin

•$100* repayable in say 
1 year

Borrowed crypto
•$200** (No liquidation) 

•$6** (No liquidation)

•$4** (Automatic 
liquidation triggered)

Value of crypto(s) 
purchased

BORROWING

INVESTMENT
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• Initial margin is the minimum collateral required to open a leveraged position

• Maintenance margin is the minimum equity value required to keep a position open

NB: DeFi protocols (Aave, Compound, MakerDAO now Sky, etc) 

require over-collateralisation (100% - 300%+) to avoid automated 
liquidation and to protect protocol solvency

≤1 year

*ignoring APR

** ignoring APY


