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RATING 12-MO TARGET 5-YR TARGET (BASE) CURRENT PRICE EST. UPSIDE (12 MO)

BUY $85 — $105 FDV $260 — $440 FDV $48.12 +77% to +118%
Token Price $48.12 FY2025A Revenue $859M ATH / Cycle Low $59.47 / $38.16
Circulating MC ~$12.2B Protocol Margin ~92% Circ. Supply ~254M / 1B cap
FDV ~$48.1B WACC /g 11.5% / 4.0% Cycle Assumption BTC trough Q3 2026

Investment Thesis

In the six weeks to May 19, 2026, the institutional case for Hyperliquid advanced further than in the prior six months.
Three US-listed ETFs reached the market: 21Shares THYP on Nasdaq (May 12), Bitwise BHYP on NYSE (May 15),
with Grayscale GHYP still pending. Coinbase became the official USDC treasury deployer under the Aligned Quote
Asset framework, capturing an estimated $135-$160M in annualized reserve income. Trade.xyz launched pre-IPO
perpetuals for Cerebras (priced within 3% of its Nasdaq open) and SpaceX, ahead of a targeted June 11 IPO. The
CLARITY Act cleared the Senate Banking Committee with DeFi safe-harbor provisions intact. The counter-thesis
escalated in parallel. CME and ICE jointly lobbied the CFTC and Congress on May 15, alleging that Hyperliquid enables
benchmark manipulation and sanctions evasion. The fact that two of the most politically connected exchanges in the
world now treat Hyperliquid as a threat is itself validating. | rate HYPE a BUY. The thesis rests on four things: a real,
growing revenue base, a structurally deflationary token, a defensible technical moat, and a multi-asset TAM expansion
that has only just begun. Position sizing should reflect the regulatory contest, which is genuine and unresolved.
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1. Business Overview and Protocol Architecture

What Hyperliquid Does

Hyperliquid is a purpose-built Layer 1 blockchain for financial markets. HyperCore runs a fully on-chain central
limit order book capable of 200,000 orders per second with sub-second finality via HyperBFT. Every order,
trade, liquidation, and fee disbursement is on-chain and publicly verifiable. HyperEVM, launched February
2025, adds an EVM-compatible smart contract layer on the same consensus engine. As of May 2026, the
platform supports perpetual futures, spot trading, pre-IPO synthetic perps, and outcome contracts across
crypto, equities, commodities, FX, and private company valuations.

Founder and Team

Jeff Yan studied mathematics and computer science at Harvard and won a gold medal at the 2013 International
Physics Olympiad. He traded at Hudson River Trading before founding Hyperliquid, which was built entirely
from trading profits. The core team is approximately 11 people. No venture capital allocation exists in the token
structure. The validator set is expanding from 24 to 27 active validators over May—June 2026 as part of a
deliberate decentralization roadmap.

Revenue Model and the Assistance Fund

Revenue comes from four sources: native perpetuals fees (approximately 0.035% blended rate on notional),
HIP-3 deployer fee share (50% of all permissionless perp fees), HyperEVM ecosystem fees, and USDC
reserve income via the Aligned Quote Asset (AQA) framework. Ninety-seven percent of trading fees flow into
the Assistance Fund, which programmatically buys HYPE from the open market. The mechanism is automated
and on-chain. On $859M in FY2025 revenue, the fund executed $645M in buybacks. The Coinbase/Circle AQA
deal announced May 14, 2026, adds an estimated $135-$160M in annualized reserve income, with upside to
$300-$500M if stablecoin balances expand. Compass Point estimates this shifts roughly $60-$80M in EBITDA
annually from Circle and Coinbase to Hyperliquid.

The HLP Vault: Mechanics, Risk, and the JELLYJELLY Incident

The Hyperliquidity Provider vault (HLP) is the most consequential and least-discussed structural component of
the protocol. Understanding it is essential for any investor in HYPE, because it is simultaneously the
mechanism that makes Hyperliquid function and the mechanism that came closest to destroying it.

HLP is a community-run market-making vault. Users deposit USDC and receive a proportional share of the
vault's P&L from market-making activity across the order book. Hyperliquid operates the flagship HLP vault and
used it to bootstrap early liquidity, delivering a 50% return in 2024. Without HLP providing depth in the early
days, the exchange would not have attracted institutional-quality flow. It is the main reason why the exchange
worked before anyone else was paying attention.

The mechanics create a structural risk that should be a part of any honest analysis. HLP acts as the
counterparty of last resort. When large positions cannot be closed in the open market, the liquidation engine
settles against HLP. When the insurance fund is insufficient to cover a socialized loss event, HLP absorbs the
remainder. This is the same function performed by a central clearinghouse guarantee fund in traditional
derivatives markets, except here it is funded by retail and institutional depositors who may not fully understand
the tail risk they are taking on.

On March 26, 2025, this risk crystallized. A trader built approximately $200 million in long JELLY exposure
across multiple accounts. After the position was flagged and the liquidation engine initiated a forced close, the
trader simultaneously bought JELLY in the spot market, pushing the oracle price up. HLP, holding the short
side of the liquidated position, was marked against an artificially elevated price. At the peak, HLP faced an
unrealized loss of approximately $12 million. Had the attack been better capitalized or run longer, losses could
have approached the full $200 million position, potentially wiping out a significant portion of HLP deposits.

The team responded by voting to delist JELLY and settling all positions at a fixed price that protected HLP
depositors. The incident ended with HLP posting a gain rather than a loss. The intervention was effective. But it
was a manual decision by the core team to delist an asset and set a settlement price. It was inherently not a
decentralized outcome. It is a small, centralized team making a discretionary call to protect the protocol in real
time.
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This creates the fundamental tension in the Hyperliquid thesis. The protocol markets itself as fully on-chain,
transparent, and non-custodial. JELLYJELLY demonstrated that when the mechanism faces catastrophic
failure, the team intervenes. Investors should understand they hold equity in a functionally centralized protocol
operated by a capable team that has built on decentralized infrastructure. The risk of a bad team intervention is
lower than the risk of a smart contract exploit in a comparable protocol. The risk is not zero. HIP-3 deployers
control their own oracle price feeds, creating an adjacent attack vector. Two interventions in observable history
is data. Position sizing should reflect both the demonstrated competence and the centralization required to
exercise it.

HIP-3: Permissionless Perpetuals, the S&P 500, and Pre-IPO Markets

HIP-3 launched October 13, 2025, allowing any third party to deploy a perpetual market for any asset by
staking 500,000 HYPE. The deployer earns 50% of fees; the protocol earns the other 50%. S&P Dow Jones
Indices officially licensed the S&P 500 to Trade.xyz on March 18, 2026. This was the first officially licensed
perpetual derivative contract on a decentralized platform. Crude oil perps hit $1.7B in a single day during the
Iran conflict while CME was closed, prompting a JPMorgan research note. HIP-3 has processed over $120
billion in cumulative volume, with 23 of the top 30 markets by open interest now non-crypto pairs.

The pre-IPO perp category launched May 1, 2026, with Cerebras Systems (CBRS). Trade.xyz's Cerebras
contract priced within 3% of the eventual Nasdaq IPO open, while traditional secondary-market platforms were
35% off. That accuracy validated on-chain price discovery as a superior mechanism for private company
valuation. SpaceX (SPCX-USDC) launched May 18, opened at $150 (reference), spiked to $216, and settled
near $203 on $33M of first-day volume. SpaceX is targeting June 11 for IPO pricing on Nasdag. Anthropic and
OpenAl pre-IPO perps are next in the pipeline; all three companies carry valuations above $1 trillion. The
synthetic perp model is legally distinct from tokenized stock SPVs (which crashed when Anthropic and OpenAl
issued warnings) because no actual shares transfer.

HIP-4 launched May 2, 2026, with its first outcome contract: a daily BTC price prediction market deployed by
Outcomexyz. HIP-4 is early stage. The staking requirement is 1,000,000 HYPE per market slot.
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2. Financial Performance and Five-Year Forecast

Revenue Trajectory and Revenue Streams

Hyperliquid generated $859M in protocol revenue in FY2025. The Assistance Fund returned $645M via
buybacks. Protocol earnings were approximately $789M at a ~92% margin. The protocol ranked third in all of
crypto by fees in 2025, behind only Tether and Circle. All-time cumulative fees reached $1.24B by May 2026.
The current 30-day fee run rate of roughly $50.6M implies a $607M annualized pace from trading alone, slightly
below the March 2026 peak of $53M+ on lower market volatility through April-May. The Coinbase/Circle AQA
arrangement adds an estimated $135-$160M in annualized reserve income at current $5.1B USDC balances,
with expansion potential to $300-$500M as USDC becomes the primary settlement asset.

Five-Year Forecast

The forecast is driven off two volume engines and two ancillary revenue lines. Native perpetual ADV
compounds at 30% from a $15B FY2026E base. HIP-3 ADV compounds at 40% from a $5B FY2026E base.
The 40% rate is a deliberate haircut from the volume trajectory the TAM would support. Volume realization, not
addressable market, is the larger uncertainty in the permissionless-perp category. HIP-3 protocol fees are
modeled on an effective take rate that ramps from 0.0125% in FY2026E toward 0.040% by FY2030E, reflecting
the standard HIP-3 schedule (approximately 0.090% taker / 0.030% maker, with 50% to the protocol) phasing
in as the deployer base and fee mix mature. HyperEVM ecosystem revenue grows from a $65M FY2026E
base. The USDC Yield Sharing line is modeled conservatively at $150M in FY2026E rising to $450M by
FY2030E. Total FY2026E protocol revenue is $2.36B; FY2030E reaches $9.15B.

Five-Year Protocol Forecast ($mm unless noted)

_ FY2025A FY2026E FY2027E FY2028E FY2029E FY2030E

Native Perp ADV ($B) $10.0 $15.0 $19.5 $25.4 $33.0 $42.8
HIP-3 ADV ($B) $1.5 $5.0 $7.0 $9.8 $13.7 $19.2
Native Perp Revenue $819 $1,916 $2,491 $3,238 $4,210 $5,473
HIP-3 Revenue (50% share) $25 $228 $495 $939 $1,659 $2,804
HyperEVM / DeFi Revenue $15 $65 $104 $166 $266 $426
USDC Yield Sharing (AQA) $0 $150 $225 $300 $375 $450
Total Protocol Revenue $859 $2,359 $3,315 $4,643 $6,510 $9,153
Revenue Growth YoY N/M +175% +41% +40% +40% +41%
Operating Costs (Est.) $70 $91 $109 $131 $157 $188
g:;’ég)m' ST (87 = $789 $2,268 $3,206 $4,512 $6,353 $8,965
Protocol Earnings Margin ~92% ~96% ~97% ~97% ~98% ~98%
ﬁﬁf_f?g:;d‘s 0 @ ey $819 $2,080 $2,896 $4,052 $5,693 $8,029

Protocol earnings are used as the unlevered free-cash-flow analog given near-zero capital expenditure and a negative working-capital profile.
Buybacks are funded by 97% of native-perp and HIP-3 protocol fees routed to the Assistance Fund; USDC yield revenue flows separately to
protocol treasury.
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3. Valuation

Discounted Cash Flow

The WACC build uses a 4.4% risk-free rate (10-year UST, May 2026) and a 1.29 beta against Bitcoin,
estimated by ordinary least squares on daily log-returns over HYPE's full 530-day price history sourced directly
from the Hyperliquid API. Applied to a 5.5% equity risk premium, this yields a cost of equity of 11.49%. The
protocol carries no debt, so WACC equals cost of equity. Beta is not stable across windows. The trailing 180-
day estimate is materially lower than the full-history figure. The full-history figure is used deliberately as the
long-run input for a five-year discount. Terminal growth of 4.0% reflects the long-run trajectory of demonstrated
network-effect financial infrastructure. Protocol earnings serve as the FCF analog. Five years of projected
earnings are discounted and combined with a Gordon Growth terminal value; net cash of $1.5B is added; the
full 1B-token FDV basis is the conservative denominator.

DCF Summary
Sum of PV of FCFs (FY2026—FY2030) $17,183 19.2%
PV of Terminal Value $72,200 80.8%
Enterprise Value $89,383 100.0%
Add: Net Cash / Assistance Fund $1,500 -
Equity Value (FDV basis, 1B tokens) $90,883 -
Implied Price per Token (FDV basis) $90.88
Current Token Price (May 19, 2026) $48.12 +89% upside

Terminal Value Dependency and Exit Multiple

Terminal value represents 80.8% of enterprise value in the base case. This is the expected output for a high-
growth business in its early years. The implied exit multiple embedded in the terminal value is approximately
13.9x terminal-year FCF, consistent with how a mature financial-infrastructure business would trade. CME
Group trades near 23x earnings today on 5—6% revenue growth. If Hyperliquid is still compounding at 10-15%
in FY2030 as it approaches its long-run rate, the terminal multiple applied here is conservative.

Sensitivity Analysis

The matrix below shows implied FDV token price across the WACC and terminal-growth ranges. The base
case (11.5% WACC, 4.0% growth) implies $91 per token. The valuation holds above the current $48.12 price
across the entire plausible discount-rate range; It falls below current price only at an 18% WACC paired with
sub-3% terminal growth, a combination that would imply the market views HYPE as a declining, distressed
asset.

Implied FDV Token Price by WACC and Terminal Growth

WACC \g 2.5% 3.0% 4.0% (base) 4.5%

8.0% $134 $146 $179 $203 $234
10.0% $96 $101 $116 $125 $136
11.5% (base) $78 $82 $91 $96 $103
13.0% $65 $68 $74 $78 $82
15.0% $54 $55 $59 $61 $64
18.0% $42 $43 $45 $46 $47

Green: base case. Shading by implied value: green above $80, amber $50 to $80, red below $50. Current price $48.12.
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Comparable Company Analysis

On a circulating market-cap basis ($12.2B), HYPE trades at roughly 14.2x LTM revenue, a premium to
Coinbase at 6.1x. The premium is defensible given Hyperliquid's ~92% protocol margin against Coinbase's
materially lower retained economics, and it has widened structurally: the AQA deal directly reduces Coinbase
and Circle EBITDA by an estimated $60-$80M annually while adding equivalent revenue to Hyperliquid. CME
and ICE, the closest TradFi reference points for the HIP-3 commodity and index TAM, are now actively
lobbying against the protocol. | read this as incumbents responding to a competitor that has become large
enough to matter.

Selected Comparables

Company / Token Mkt Cap LTM Rev EV/Rev _ Rev Growth

HYPE (circ. basis) $12.2B $859M 14.2x 15.5x

HYPE (FDV basis) $48.1B $859M 56.0x 60.8x N/M
Coinbase (COIN) $44B $7.2B 6.1x 22x +9%
Robinhood (HOOD) $24B $3.8B 5.8x 26x +47%
CME Group (CME) $90B $6.3B 14.0x 23x +6%
Cboe Global (CBOE) $21B $2.2B 9.2x 19x +8%
dYdX (DYDX) $0.1B ~$12M 8x N/M Neg.
GMX (GMX) $0.3B ~$45M X N/M +3%
Peer Median (ex-HYPE) - - 7.8x 22x +8%

Sources: CoinGecko, SEC filings (COIN 10-Q, HOOD 10-Q, CME 10-K), DefiLlama, Artemis, Compass Point Research, Bitwise ETF
Prospectus (May 14, 2026). Multiples are formula-driven from the underlying model. Data as of May 19, 2026.

Confidential | Prepared for discussion purposes | Not Investment advice 6



Hyperliquid | HYPE Token Equity-Style Token Research | May 19, 2026

4. Twelve-Month Price Targets

Targets are stated on a fully diluted basis (1B tokens) and circulating equivalent (~254M tokens as of May
2026). Current price: $48.12. The probability weights reflect both the structural strengthening of the thesis since
the prior review and the elevated regulatory risk introduced by the CME/ICE lobbying campaign.

Twelve-Month Scenarios

P/S ~6x on a recession-haircut FY2026E
revenue base; DEX share erodes below 50%;
BEAR CME/ICE lobbying achieves material restriction $14 — $26 $55 - $102 15%
of pre-IPO perps and commodity benchmarks;
AQA arrangement curtailed.

Anchored to the DCF fair value of $90.88.
Cross-checks: P/S 15x on FY2027E revenue of
$3.32B implies ~$51 per token FDV; NVR 30x
on ~$2.4B annualized revenue implies ~$72;
THYP+BHYP ETF AUM building to $1-$2B
adds systematic demand. The $85-$105 range
reflects the DCF anchor discounted for the
unresolved regulatory contest.

BASE $85 — $105 $335 - $413 55%

SpaceX IPO prices June 11 and SPCX
demonstrates accurate on-chain price
discovery, legitimizing the pre-IPO model and
pulling Anthropic and OpenAl activity onto the
platform. Grayscale GHYP approved; combined
ETF AUM reaches $3-$5B. CLARITY Act
passes into law. AQA expands toward $300M+
annualized yield.

BULL $130 — $180 $512-$709 30%

Probability-weighted 12-month FDV midpoint is approximately $99 per token, +106% from the current $48.12.

The base-case range sits above the DCF point estimate's lower bound deliberately. The DCF output of $91 is
the central anchor; the $85-$105 band reflects a discount applied for regulatory uncertainty against an upward
pull from ETF-driven structural demand that the discounted-cash-flow model does not capture. If the CLARITY
Act safe harbors are enacted and the CME/ICE campaign stalls, the base case resolves toward the upper
bound.

Confidential | Prepared for discussion purposes | Not Investment advice 7



Hyperliquid | HYPE Token Equity-Style Token Research | May 19, 2026

5. Five-Year Price Target: Cycle Framework

Cycle Framework and Current Position

This report is structured around a specific view: the October 6, 2025 BTC ATH near $126,000 was the cycle
peak, occurring roughly 18 months after the April 2024 halving, consistent with prior cycle timing. The base
case is that BTC troughs in Q3 2026, approximately 9 to 12 months after the peak. That sits at the compressed
end of the historical 12 to 18 month post-ATH drawdown distribution, but inside it. This is my thesis. It is an
assumption, not a guarantee, and the Bear scenario explicitly models cycle extension.

As of May 19, 2026, BTC trades near $77,000, below its 200-day moving average. HYPE pulled back to an
intraday low of $38.16 on May 14, 2026, held its 50-day moving average near $41, then recovered above $48
on the catalyst cluster of ETF launches, the Coinbase/Circle AQA deal, CLARITY Act progress, and the
SpaceX pre-IPO perp. A floor formed ahead of BTC is consistent with how altcoins lead cycle recoveries as
well as cycle tops. The compression mechanism has structural support: spot BTC and ETH ETFs holding over
$60B in AUM represent a permanent institutional bid absent in 2017 and 2021, and HYPE's own ETF launches
create a demand channel unavailable in the prior drawdown.

The primary new variable is the CME/ICE lobbying. If the Q3 2026 trough thesis is correct and BTC recovers,
HYPE's recovery can still be constrained by regulatory uncertainty should the incumbent campaign gain
traction. The CLARITY Act safe harbors and the Hyperliquid Policy Center's transparency argument are the
principal counterforces. The resolution of that regulatory debate matters more to the 2026—2027 trajectory than
BTC's exact trough date.

Five-Year Scenarios (May 2026 — May 2031)

Scenario Cycle & Driver Assumptions FDV Target Return vs. $48 m

Cycle extends well beyond Q3 2026 into a full
2017/2021-style bear market. CME/ICE lobbying
DEEP BEAR succeeds; regulatory crackdown. Aster and Lighter $12 - $28 =75% to —42% 5%
take 60% combined share. Pre-IPO perps shut
down. FY2030E revenue $1-$2B.

Cycle extends to Q1-Q2 2027. CME/ICE lobbying
materially slows growth. Pre-IPO perps restricted
BEAR to non-US issuers. DEX share falls toward 45%. $45 — $95 -6% to +97% 20%
AQA arrangement unwound. FY2030E revenue
$3-$4B.

BTC troughs Q3 2026, compressed cycle. 70%+
DEX share sustained. HIP-3 pre-IPO perps scale
with the SpaceX/Anthropic/OpenAl IPO calendar.
AQA adds $150M+ annualized. ETF AUM
compounds. November 2027 deflation inflection.
FY2030E revenue $9.2B.

BASE $260 — $440 +440% to +814% 50%

BTC troughs Q2—Q3 2026; next bull begins early.
SpaceX, OpenAl and Anthropic IPO perps drive
BULL $20B+ HIP-3 ADV. AQA expands beyond $300M $420 — $680 +773% to +1,313% 23%
annualized. Grayscale ETF approved. FY2030E
revenue $12-$16B.

Incumbent regulatory challenge fails; the CLARITY
Act expands. Hyperliquid becomes a global
TRANSFORM. derivatives layer; cycle timing becomes secondary $700 — $1,400 +1,355%+ 2%
to a fundamental re-rating. FY2030E revenue
$20B+.

Five-year window covers May 2026 through approximately May 2031, spanning the projected Q3 2026 cycle trough and a recovery into the
April 2028 halving cycle. Returns are stated against the current $48.12. The probability-weighted five-year FDV midpoint is approximately $300
per token.

The November 2027 Deflation Inflection

The November 2027 deflation inflection is the primary structural catalyst in the five-year thesis. Once core-
contributor vesting completes, buybacks continue against zero new contributor supply. At FY2027E revenue of
$3.32B, buybacks funded by the native-perp and HIP-3 fee base reach roughly $2.9B annually, against no
offsetting contributor issuance. This inflection coincides with what may be the peak of the pre-IPO perp TAM:
the SpaceX, Anthropic, and OpenAl IPOs are all likely to resolve within the 2026-2027 window, either validating
or disproving the model at scale. If the model validates, the November 2027 inflection arrives alongside a
proven multi-billion-dollar HIP-3 ADV and institutional legitimacy that does not exist today.
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6. Tokenomics and Supply Dynamics

Token Allocation and Actual Distribution

Total supply is capped at 1 billion HYPE. Genesis distribution: 310M (31%) to approximately 94,000 early
users. Core contributors: 238M (23.8%), vesting monthly through November 2027. Future emissions: 388.8M
(38.88%) currently unallocated. There is no venture capital allocation. Circulating supply as of May 2026 is
approximately 254 million tokens (25.4% of the hard cap); the slight reduction from 256M in April reflects net
buyback and burn activity exceeding new issuance.

Actual contributor distribution through the first six months (November 2025 through April 2026) has run far
below the 9.92M-per-month theoretical ceiling. April 2026 distributed 330,000 HYPE, roughly $12M at
prevailing prices, against a $375M theoretical maximum. The cumulative six-month claim rate is approximately
6-7% of the ceiling. This behavior is discretionary, not contractual; it should be monitored on the 6th of each
month, and November 2027 vesting completion is the structural resolution.

USDC AQA and the Fourth Revenue Stream

The Coinbase/Circle AQA arrangement adds a revenue source structurally distinct from trading fees. USDC
deposits on Hyperliquid, which stood at $5.1B at the announcement, generate reserve income that previously
flowed to Circle and Coinbase. Under the AQA framework, Hyperliquid captures roughly 90% of that income,
which Compass Point estimates at $135-$160M annualized at current rates. Critically, this revenue is
uncorrelated with trading volume or volatility: it provides a base return regardless of market conditions and
reduces protocol revenue cyclicality. If USDC balances grow toward $10B as the platform scales, yield-sharing
revenue could reach $300-$500M annually.

Buyback Flywheel and Net Supply

At the current $607M annualized fee run rate, the Assistance Fund repurchases approximately 12.6M HYPE
per year at $48 per token. Against actual contributor distributions running under 5M tokens per year, buybacks
exceed real supply additions by more than two to one even at today's depressed run rate. On the FY2026E
forecast, buybacks scale to roughly 40-70M tokens annually depending on the realized price path, against a
theoretical unlock ceiling of 119M per year that has historically been claimed at only 6-7%. The token is
structurally deflationary at scale. Validator staking adds a modest offset: the HIP-2 pool holds approximately
54.2M HYPE at a ~2.1% APY, implying roughly 5.3M HYPE of annual new supply, comfortably absorbed by
buybacks.
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7. Key Risks

The four risks below are ordered by their bearing on the twelve-month thesis. The regulatory contest is the
dominant near-term variable; the others are either structurally bounded or have observable mitigants.

Risk Factor Probability Assessment & Mitigant

CME/ICE Regulatory Lobbying

HLP Vault / Discretionary

Intervention

Token Unlock Overhang

HIP-3 Pre-IPO Legal Status

Competition: Aster and Lighter

Cycle Extension

HIGH

HIGH

MEDIUM

MEDIUM

MEDIUM

LOW-MED

MEDIUM

LOW-MED

CERTAIN

MEDIUM

HIGH

MEDIUM
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CME and ICE jointly lobbied the CFTC and Congress on May 15,
2026, alleging benchmark manipulation and sanctions risk. The
CLARITY Act, cleared by the Senate Banking Committee May 14 with
DeFi safe harbors, is the primary mitigant. The Hyperliquid Policy
Center argues that a public ledger makes the platform hostile to
manipulation. This is a contest between incumbents and reformers,
not a regulator discovering a defect; the outcome is genuinely
uncertain.

The team holds discretionary delisting and settlement powers; HLP
depositors bear counterparty-of-last-resort risk. In the March 2025
JELLYJELLY attack the team intervened and HLP posted a gain
rather than a loss. That was effective. The intervention capacity is
itself a centralization risk. Two interventions are on record.

The 9.92M-per-month ceiling runs through November 2027. Six
months of on-chain data show 6-7% actual claim rates. April 2026
distributed ~330K HYPE against a 9.92M ceiling. The overhang is real
but has been consistently underclaimed; buybacks of $600M+
annualized more than offset realized distributions.

Synthetic perpetuals are legally distinct from tokenized-stock SPVs.
No shares transfer, so there is nothing for private companies to
invalidate. The Cerebras contract survived its IPO without legal
challenge. The residual risk is CFTC characterization of pre-IPO
synthetic perps as unregistered security-based swaps; CLARITY Act
language is directly relevant.

Hyperliquid holds 70%+ DEX perp share. The S&P 500 license, pre-
IPO market leadership, and the Coinbase/Circle AQA partnership
create compounding switching costs. Aster (Binance-aligned) and
Lighter (a16z-backed) are well-funded and purpose-built; share
competition is real but Hyperliquid's lead is widening on product, not
narrowing.

If BTC does not trough in Q3 2026 as the base thesis assumes,
HYPE's recovery is delayed. BTC near $77K and below its 200-day
MA is consistent with a late-stage drawdown. The revenue floor (over
$600M annualized even at depressed volumes) provides structural
support regardless of cycle timing.
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8. Investment Conclusion

RATING: BUY | 12-Month Target: $85-$105 | 5-Year Base Target: $260-$440 | Current: $48.12

Hyperliquid is a profitable, fast-growing financial-infrastructure business with a structurally deflationary token, a
defensible technical moat, and a multi-asset TAM that has only begun to be addressed. The discounted-cash-
flow model returns a fair value of $90.88 per token on a HIP-3 fee schedule that phases toward the protocol's
standard rate and a deliberately conservative 40% HIP-3 volume CAGR. The fee assumption is right. The
volume assumption is cautious. Neither offsets the other. Sensitivity holds the valuation above the current price
across the entire plausible discount-rate range.

The case is not without genuine risk. The CME/ICE lobbying campaign is the first time well-resourced
incumbents have taken a specific, direct position against the protocol, and the regulatory outcome is the single
most important variable for the twelve-month trajectory. The HLP vault embeds a centralization that the
JELLYJELLY incident made concrete. The token unlock overhang, while consistently underclaimed, is
contractually present through November 2027. None of these individually breaks the thesis, and their combined
probability of simultaneous failure is reflected in the Bear weighting.

The pullback to $38.16 on May 14, followed by a recovery above $48 on fundamental catalysts (not sentiment),
held technical support and demonstrated the protocol revenue floor that the buyback mechanism provides. At
$48.12, against a DCF fair value near $91 and a probability-weighted twelve-month midpoint near $99, the
risk/reward for a well-sized position is asymmetric to the upside. | rate HYPE a BUY.

Sources

Hyperliquid API (price and volume data); Bitwise ETF Prospectus (SEC Form 424B3, May 14, 2026); Bitwise and 21Shares announcements (May 14—
15, 2026); Unchained Crypto; CoinDesk (USDC deal, CME/ICE lobbying, SpaceX perp, May 15-19, 2026); Compass Point Research (AQA revenue
analysis); Bloomberg (CME/ICE CFTC lobbying report, May 15, 2026); The Block; Decrypt; Artemis Terminal; DefiLlama; CoinGecko; SEC filings (COIN
10-Q, HOOD 10-Q, CME 10-K); KuCoin 2025 Annual Report; Hyperliquid Research Collective 2025 Annual. All data as of May 19, 2026.

Disclaimer: This report is prepared for informational and educational purposes only and does not constitute investment advice, a solicitation, or an offer to buy or sell
any security or digital asset. Digital assets including HYPE involve significant risk of loss including total loss of principal. The cycle-timing thesis reflects the author's
assumptions and does not guarantee future results. Past market cycles do not predict future behavior. Ryan Mahaffy may hold positions in assets discussed. Conduct
your own due diligence before making any investment decision.
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