
Crypto Farming Risk Management Checklist

1. Understanding Impermanent Loss

● Research Impermanent Loss: Understand impermanent loss and how it can affect your
investments.

● Estimate Potential Losses: Use calculators to estimate potential impermanent losses
based on different market scenarios.

● Diversify Assets: Diversify your assets to mitigate the impact of impermanent loss.

2. Evaluating Smart Contract Security

● Check Audit Reports: Ensure reputable security firms have audited the platform's
smart contracts.

● Review Audit Findings: Read through the audit reports to understand any
vulnerabilities and how they have been addressed.

● Continuous Monitoring: Stay updated on new security findings or issues related to the
platform's smart contracts.

3. Assessing Platform Credibility

● Reputation Check: Research the platform's reputation in the DeFi community.
● Community Feedback: Look for reviews and feedback from other users to gauge the

platform’s reliability.
● Developer Background: Investigate the team behind the platform to ensure they have a

credible and transparent track record.

4. Liquidity Pool Analysis

● Pool Composition: Analyze the composition of the liquidity pool you plan to join.
● Historical Performance: Review the pool's historical performance to understand its

volatility and return patterns.
● Liquidity Levels: Ensure the pool has sufficient liquidity to handle large transactions

without significant slippage.

5. Platform Stability and Performance

● Uptime Records: Check the platform’s historical uptime and performance stability.
● Technical Support: Ensure the platform offers robust technical support and has a

responsive team.
● Backup and Recovery: Verify that the platform has strong backup and recovery

procedures.



6. Risk Diversification

● Diversify Platforms: Spread your investments across multiple platforms to reduce risk
exposure.

● Vary Strategies: Use a mix of yield farming strategies (e.g., lending, staking) to balance
risk and reward.

● Regular Reassessment: Regularly reassess and adjust your portfolio to respond to
market changes and reduce risk.

7. Regulatory Compliance

● Know the Regulations: Stay informed about your region's regulatory environment for
cryptocurrencies and DeFi.

● Compliance Checks: Ensure the platform complies with relevant regulations to avoid
legal risks.

● Tax Implications: Understand the tax implications of your yield farming activities and
maintain accurate records.

8. Security Best Practices

● Use Hardware Wallets: Store your assets in hardware wallets to protect against hacks.
● Enable Two-Factor Authentication: Use two-factor authentication (2FA) on all

accounts related to your crypto farming activities.
● Regular Updates: Keep all your software and devices updated with the latest security

patches.


