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Introduction to Smart Contracts
Smart Contracts: Automating Agreements on the Blockchain

DEFINITION

Smart contracts are self-executing contracts with the terms directly written into code. They automatically enforce and
execute agreements when predefined conditions are met.

KEY CONCEPTS

Decentralization

Smart contracts operate on a decentralized network, reducing
the need for intermediaries.

Immutability

Once deployed, smart contracts cannot be altered, ensuring trust
and security.

Automation

Smart contracts automatically execute actions when conditions
are fulfilled, streamlining processes.

Transparency

All transactions and contract terms are visible on the blockchain,
promoting accountability.

Tokenization

Smart contracts can create and manage digital tokens,
representing assets or utilities.

EXAMPLES

→ A smart contract automatically
transfers ownership of a house once
payment is confirmed.
→ A decentralized application uses smart
contracts to manage subscription
payments without a middleman.
→ A smart contract executes a payment
when a shipment is confirmed delivered.

MEMORY TIPS

★ Think of 'smart' as 'self-executing' to
remember their automated nature.
★ Use the acronym DITA
(Decentralization, Immutability,
Transparency, Automation) to recall key
features.
★ Visualize a vending machine: you input
conditions (money), and it automatically
delivers the product (contract execution).

COMMON MISTAKES

✗ Confusing smart contracts with
traditional contracts; they are code, not
legal documents.
✗ Overlooking the importance of testing
smart contracts before deployment.
✗ Assuming smart contracts are
completely risk-free; they can still have
vulnerabilities.

QUICK RECAP

Smart contracts are automated agreements on the blockchain that execute when conditions are met. They are decentralized,
immutable, and transparent, making them a powerful tool for various applications.
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