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How does Pendle work?
Pendle Finance is a decentralized finance (DeFi) protocol that 

empowers users to manage and optimize their yield from 

various crypto assets. At its core, Pendle enables the 

tokenization and trading of future yield streams, providing 

users with tools to execute a diverse range of yield-

management strategies. This functionality is particularly 

valuable in the DeFi space, where yield rates can be volatile 

and unpredictable.



The foundational mechanism of Pendle involves the 

tokenization of yield-bearing assets. Users can deposit assets 

such as stETH (staked Ether) into Pendle's platform, where 

these assets are wrapped into Standardized Yield tokens (SY). 

This wrapping process standardizes various yield-bearing 

tokens, making them compatible with Pendle's system. The SY 

tokens are then split into two distinct components: Principal 

Tokens (PT) & Yield Tokens (YT). PT represents the underlying 

principal of the asset, while YT represents the rights to the 

future yield generated by the asset.
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Once the assets are tokenized, Pendle's Automated Market 

Maker (AMM) facilitates the trading of PT and YT. The AMM is 

specifically designed to handle assets with time-decaying 

value, ensuring efficient and fair trading. This design allows

users to buy or sell their principal and yield components 

separately, providing flexibility in managing their investment 

strategies.



One of the key features of Pendle is the ability to achieve fixed 

yield. By selling the YT associated with a yield-bearing asset, 

a user can lock in a fixed return, effectively hedging against 

potential declines in future yield rates. This is particularly 

useful in volatile markets, where future yields are uncertain. 

Conversely, users who anticipate an increase in yield rates 

can purchase YT to gain exposure to potentially higher 

returns.



Pendle's AMM introduces several innovations to enhance 

capital efficiency and liquidity. It employs a concentrated 

liquidity model, allowing liquidity providers to allocate their 

resources more effectively within specific price ranges. 

Additionally, the AMM's design minimizes impermanent loss, 

a common risk in liquidity provision, by leveraging the 

predictable nature of PT's convergence to its underlying 

asset's value at maturity.



The protocol also incorporates a governance mechanism 

through the PENDLE token. Holders of PENDLE can lock 

their tokens to receive vePENDLE, which grants them voting 

rights on protocol decisions and the ability to boost their 

rewards. This aligns the interests of the community with the 

protocol's development and incentivizes active participation 

in governance.



Pendle's architecture is designed to be permissionless and 

composable, meaning it can integrate with other DeFi 

protocols and support a wide range of yield-bearing assets. 

This flexibility allows users to implement various strategies, 

such as providing liquidity to earn additional fees, speculating 

on future yield movements, or securing fixed returns.



In summary, Pendle Finance offers a comprehensive platform 

for yield management in the DeFi ecosystem. By enabling the 

separation and trading of principal and yield components, it 

provides users with greater control over their investments 

and the ability to tailor their strategies to their risk 

preferences and market outlooks.



Analysis of Pendle’s rise and

growth amongst DeFi giants
Since its inception, Pendle Finance has experienced significant growth within the decentralized finance sector. In 2023, the 
platform's Total Value Locked (TVL) was approximately $234 million. By June 2025, this figure had increased to approximately $5 
billion. This trajectory underscores Pendle's rapid ascent and its capacity to attract substantial capital within a relatively short period.

Pendle Convex Aura Other Yield Protocols

Pendle grew 20x in 2024, with >50% TVL dominance in 
the yield sector - 5x bigger than the 2nd largest protocol

Pendle's unique value proposition, enabling users to trade future yield, has distinguished it from other DeFi platforms. While many 
protocols focus on lending, borrowing, or decentralized exchanges, Pendle's emphasis on yield tokenization and trading has filled a 
niche in the market. This specialization has likely contributed to its rapid adoption and growth.



The platform's innovative approach has not gone unnoticed. In its 2025 roadmap, Pendle announced plans to expand beyond 
traditional DeFi offerings. Initiatives such as the development of "Citadels" aim to extend Pendle's reach into non-Ethereum Virtual 
Machine (EVM) chains and create compliant products for regulated institutions. These strategic moves are designed to capture new 
user segments and diversify the platform's offerings.



The broader DeFi landscape has been characterized by both rapid innovation and volatility. Protocols like Uniswap and Aave have 
established themselves as leaders in decentralized exchanges and lending, respectively. Pendle's rise, with its focus on yield trading, 
adds a complementary dimension to the DeFi ecosystem, offering users alternative avenues for yield optimization.



As the DeFi market continues to evolve, platforms that offer unique value propositions and adapt to changing market conditions are 
well-positioned for growth. Pendle's strategic initiatives, including its planned expansions and product enhancements, suggest a 
forward-looking approach aimed at sustaining its upward trajectory.



In summary, Pendle Finance's growth from 2022 to the present highlights its successful entry and expansion within the DeFi sector. 
By differentiating itself through innovative yield trading mechanisms and strategic expansions, Pendle has carved out a significant 
presence, positioning itself for continued influence in the evolving DeFi landscape.



A case for continued growth 
in adjusting market conditions
Pendle Finance has unveiled its strategic vision for 2025 
under the initiative named "Zenith," which signals an 
aggressive push to expand and innovate beyond traditional 
DeFi offerings. One of the central themes of Zenith is the 
creation of "Citadels," infrastructure designed to provide 
compliant DeFi services for institutional users. This response 
addresses the growing demand for secure and regulated 
access to decentralized yield markets. Institutions, which have 
historically faced regulatory hurdles when interacting with 
DeFi, will now have a pathway to participate in yield 
tokenization and trading through Pendle's ecosystem. The 
development of Citadels positions Pendle to capture a 
previously untapped segment of institutional capital.



Pendle's goal with Zenith extends beyond regulatory 
compliance. They aim to provide increased composability by 
integrating with non-EVM chains. As the DeFi space 
diversifies across blockchain ecosystems such as Solana, 
Avalanche, and Cosmos, Pendle aims to ensure its protocol 
can operate seamlessly on these networks. This multi-chain 
strategy aims to boost user growth by attracting participants 
from across the entire cryptocurrency landscape, particularly 
as cross-chain interoperability becomes a key focus for DeFi 
innovation.



Another pivotal part of Pendle’s development strategy is 
optimizing its AMM. Since the core of Pendle revolves around 
trading yield tokens, enhancing liquidity and capital efficiency 
is essential. Updates to Pendle’s AMM are designed to 
minimize risks like impermanent loss and increase capital 
productivity for liquidity providers. Additionally, Pendle plans 
to enhance its concentrated liquidity models to offer better 
pricing and incentivize deeper liquidity pools. These 
improvements aim to bolster the protocol's competitiveness 
against other DeFi giants like Uniswap V3 and Curve.



Beyond Zenith, Pendle is launching "Boros," a new feature 
designed to enhance the protocol’s core functionality by 
introducing margin trading for yield tokens. Boros allows 
users to trade yield tokens with leverage, providing the 
opportunity to amplify returns on their investments. With this 
development, Pendle caters to more risk-tolerant users 
seeking to maximize profits in volatile market conditions.

Margin trading, however, also introduces greater risk, and 
Pendle has implemented risk management tools and 
parameters to mitigate liquidation risks. This feature aligns 
Pendle with other protocols like dYdX, which have pioneered 
decentralized margin and derivative trading.



The Boros initiative also highlights Pendle’s emphasis on 
improving user experience and accessibility. The protocol will 
offer intuitive interfaces and tutorials to ensure that even less 
experienced users can engage with complex trading 
strategies. This is crucial for user retention and growth, as 
onboarding new participants in DeFi often hinges on making 
sophisticated tools easier to understand and use.



Data-driven decision-making has played a critical role in 
Pendle’s recent updates. According to the protocol's reports, 
demand for structured yield products and derivatives has 
surged, driven by both individual investors and DAOs 
(Decentralized Autonomous Organizations) seeking 
optimized treasury management. Pendle’s enhancements are 
designed to cater to these users, enabling treasury managers 
to lock in fixed yields or hedge against yield volatility by 
trading yield tokens dynamically.



Pendle’s 2025 roadmap includes plans to enhance 
governance as well. By empowering vePENDLE holders to 
have a greater influence over protocol upgrades and market 
incentives, Pendle aims to strengthen community 
engagement. This decentralized governance approach 
mirrors successful strategies seen in protocols like Curve, 
where community voting has become a key element of 
growth and market dominance. Pendle’s focus on 
governance aligns with the broader trend of DeFi projects 
leveraging their tokenomics to drive protocol sustainability 
and user incentives.



The platform has also committed to expanding its data 
analytics capabilities, providing users with real-time insights 
into yield markets. Tools that offer yield projections, token 
price trends, and market conditions are under development 
to support more informed decision-making. This focus on 
transparency and analytics is expected to attract 
professional traders and institutional players who rely on 
high-quality data to manage portfolios effectively.



In conclusion, Pendle’s Zenith vision and Boros initiative reflect 

a comprehensive approach to DeFi innovation. By addressing 

regulatory challenges, expanding across multiple blockchain 

networks, enhancing liquidity infrastructure, and introducing 

margin trading, Pendle is positioning itself for continued growth 

in an evolving market.



These developments aim to solidify Pendle’s reputation as a 

pioneer in yield tokenization and trading while ensuring it can 

compete with the top-tier DeFi protocols shaping the future of 

decentralized finance.



Valour, a leading digital asset ETP issuer in Europe, continues to 

expand its cryptocurrency investment products with the 

introduction of a Pendle ETP.



This new offering aligns with Valour's track record of providing 

regulated, secure access to digital assets through traditional 

brokerage accounts, as evidenced by their successful Solana 

ETP and other cryptocurrency products trading on major 

European exchanges.



The Pendle ETP represents a significant bridge between 

traditional finance and crypto, allowing institutional and retail 

investors to gain exposure to one of the leading DeFi protocols 

without directly interacting with the blockchain or managing 

digital wallets - a massive step for both of these industries.



Like Valour's other products, which include ETPs tracking 

assets such as Bitcoin, Ethereum, and Solana, the Pendle ETP 

enables investors to gain diversified exposure to the evolving 

crypto landscape through their conventional brokerage 

accounts.



Disclaimer

This document complements any other disclaimer published 

by Valour on its website. Please carefully read it in addition to 

the Disclaimer, Privacy Policy and Terms of Use published by 

Valour at www.valour.com


 


This document does not constitute an offer to sell, a solicitation 

of an offer to buy, or a recommendation to purchase securities 

issued by Valour.


 


The information contained herein should not be relied upon as 

the basis for any investment decision or commitment in any 

jurisdiction. This document does not provide investment 

advice, and investors should seek independent professional 

guidance before making any investment decisions.


 


The distribution of this document and the information herein 

may be restricted by law in certain jurisdictions. This document 

does not constitute an offer to sell securities in Switzerland, the 

European Economic Area, the United States, Canada, the 

United Kingdom, Australia or Japan.


 


This document serves as an advertisement within the meaning 

of the Swiss Financial Services Act (FinSA) and does not 

constitute a prospectus. Within the European Economic Area, 

this communication is directed solely at qualified investors.


 


The securities issued by Valour have not been and will not be 

registered under the U.S. Securities Act of 1933, as amended 

(the "Securities Act"). These securities may not be offered or 

sold in the United States without registration or an applicable 

exemption from the Securities Act's registration requirements. 

No public offering of these securities will take place in the 

United States.


 


In the United Kingdom, this document is only intended for 

distribution to and use by: (i) investment professionals as 

defined in Article 19(5) of the Financial Services and Markets 

Act 2000 (Financial Promotion) Order 2005 (the "Order"); (ii) 

high net worth entities and other persons to whom it may 

lawfully be communicated under Article 49(2)(a) to (d) of the 

Order; or (iii) persons to whom it may otherwise be lawfully 

distributed under circumstances where section 21(1) of the 

Financial Services and Markets Act 2000 does not apply.

Valour provides the following important information and 

warnings, regarding the Valour website and reports published 

by Valour:



1. No investment Advice: Valour is not an investment advisor 

and does not recommend or endorse any specific investment 

products or strategies. Investors should not rely on information 

from this website or report when making investment decisions.


 


2. Risk Consideration: Prospective investors should carefully 

review the risks associated with any investment product, as 

detailed in the offering memorandum or similar documents 

provided by the issuer.


 


3. Tax Implications: Valour is not a tax advisor. Consult a 

qualified tax professional to understand the tax consequences 

of any investment decision.


 


4. Index Inclusion: The inclusion of an asset in an index does not 

constitute a recommendation to buy, sell, or hold that asset.


 


5. Information Purpose: Website materials are for informational 

purposes only, based on publicly available information from 

sources believed to be reliable.


 


6. Content Usage: The content on this website may not be 

modified, reproduced, or distributed without prior written 

permission from Valour.


 


7. Disclaimer of Warranties: Valour provides the content "as is" 

without any warranties of accuracy, completeness, timeliness, 

or fitness for a particular purpose.


 


8. Limitation of Liability: Valour is not liable for any damages 

resulting from the use of the content, including but not limited 

to direct, indirect, incidental, or consequential damages.


 


9. Investment Risks: Investments in cryptocurrencies and 

digital assets carry high risks, including the potential for total 

loss. Prices may vary across trading platforms, and investments 

may become illiquid.


 


10. Due Diligence: Investors should do their own research and 

carefully review all risk factors disclosed by relevant trading 

platforms, or in product documents, or otherwise before 

making any investment decisions.
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