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This paper analyzes competitive and non-competitive profits of liquidity providers (LPs) in a
concentrated-liquidity automated market. The competitive profit of an LP is influenced by
the strategy of other LPs, resulting in competition among them, while the non-competitive
profit depends solely on an individual LP’s strategy. Our theoretical framework posits that
toxic (resp. non-toxic) order flow brings about the non-competitive (resp. competitive) profit,
generating the tradeoff between the competitiveness of LP profits and order-flow toxicity. By
incorporating this tradeoff, we propose the optimal liquidity-provision strategy and
empirically test our findings using Uniswap data.

2013 FFHUTRY: RS SRERIRZERR, 2015 FRFIRY: KR ZIT Rl R
A B LERE T (FEC: =7 nffEY), 2021 £ Y 7 A =T RES— 7 L — R
HFERICC Ph.D.UYS, BIE, HERHERF VAR R 7 —v 7 7 4 F v Z%F} Assistant
Professor, WI2e0 ¥z 7 74 F v 2icBF aHio I 7 s X OF FinTech T,
Blockchain 5 D 73 BYRUHHRE BLOSHEF ~ G 2 2 508 e KB LR o T 5,



