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Hyperliquid: How decentralized infrastructure is
challenging established derivatives exchanges

Without venture capital, Hyperliquid has built a decentralized derivatives infrastructure that is breaking
into the domain of centralized crypto exchanges and established futures exchanges for the first time.
Annual fee revenues in the high hundreds of millions demonstrate the protocol’s commercial viability. It is
precisely this market position that makes Hyperliquid the strongest on-chain experiment for derivatives
infrastructure and a target for regulatory pushback.

Hyperliquid is a decentrallze.d ‘exchange for Ataglance
perpetual futures; crypto derivatives with no

expiration date. The protocol runs on its own Founded 2022, trading began 2023
blockchain and achieves execution speeds Trading volume 012026 ~USD 619 billion
compgrable to tho'se of cent‘rallzed platfgrms such Gross fees 012026 ~USD 215 million

as Binance, Bybit, or Coinbase. Unlike these

exchanges, Hyperliquid does not hold customer Market share >50% of open interest,
funds. Users trade directly from their own wallets (CEEml L) ~307% of volume

and do not need to undergo prior identity HYPE token 1billion / ~25% circulating
verification. HIP-3 Open Interest ~USD 2.5 billion

Hyperliquid was founded in 2022 by Jeff Yan, a
Harvard graduate with a background in
high-frequency trading, along with a pseudonymous
co-founder. Without venture capital and with a small
team, the protocol grew to become the leading
decentralized perpetual exchange.

On-chain instead of a clearinghouse

Centralized derivatives exchanges follow an
established model: the exchange maintains the
order book internally, holds margin deposits, and is
subject to reqgulation that requires identity
verification and anti-money laundering controls.
Hyperliquid flips this structure on its head. The
order book resides directly on the blockchain, and
trading runs around the clock, including on
weekends and holidays.

In the first quarter of 2026, Hyperliquid processed
over $600 billion in trading volume and remained by
far the largest decentralized perpetual trading
platform: In terms of open interest, the protocol
accounts for well over half of the decentralized
market, and in terms of trading volume, about
one-third. This means it is no longer just competing
with dYdX, Aster, or Lighter, but is also closing in on
centralized crypto exchanges and established
derivatives markets such as CME and ICE.

This architecture explains a large part of the
adoption. Hyperliquid offers a user experience
closer to centralized exchanges than to earlier DeFi
platforms, but combines it with transparent
settlement on the blockchain. What matters,
therefore, is not so much a single volume metric as
the structural shift:
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Measured by trading volume, the share of
decentralized platforms in the total perpetual
market rose from around 2% in early 2024 to just
over 10% in early 2026, according to DeFi Llama.
Hyperliquid accounts for the bulk of this growth.

HIP-3: Permissionless access to stock and
commodity markets

With HIP-3, Hyperliquid opened its infrastructure to
third-party providers. Anyone who deposits at least
500,000 HYPE, Hyperliquids native token, can
launch their own perpetual markets. These providers
use Hyperliquid as a technical trading infrastructure
and define parameters such as price source,
leverage, margin ratios, and contract specifications
themselves. Fees are split between Hyperliquid and
the respective provider.

With this move, Hyperliquid is expanding beyond the
pure crypto niche. Active markets include U.S.
individual stocks such as NVDA and TSLA, the S&P
500, gold, silver, crude oil, and FX pairs. The most
important  third-party provider is currently
Trade[XYZ], a platform for perpetuals on traditional
assets. Trade[XYZ] accounts for over 90% of HIP-3
open interest and entered into a licensing
agreement with S&P Dow Jones Indices in March
2026 to offer a licensed S&P 500 perpetual on
Hyperliquid. The open interest in HIP-3 markets rose
from around $280 million in early 2026 to nearly $2.5
billion at one point in May. Since equities,
commodities, and indices can also be traded outside
of reqular reference markets, HIP-3 simultaneously
increases regulatory exposure.

Open Interest of HIP-3 Markets by Provider
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Total value of open positions (open interest) on HIP-3
markets by third-party provider / Source: DeFi Llama

Tokenomics: Fee buybacks meet unlock pressure
HYPE is Hyperliquid's native token. The total supply
is capped at 1 billion HYPE, of which approximately
one-quarter is currently in circulation. The initial
distribution differs from many earlier crypto
projects: 31% was distributed directly to the
community via an airdrop in November 2024,
meaning it was allocated free of charge to early
users. Another 23.8% is reserved for core
developers and will be released gradually through
2028. The remainder is allocated to future
issuances, foundation holdings, and community
grants.

The key feature lies on the demand side. On
Hyperliquid, fees are not distributed to a company
but are channeled into community mechanisms. The
Assistance Fund automatically converts its share of
the fees into HYPE and permanently removes these
tokens from circulation. This directly links trading
activity to the demand for HYPE. In the first quarter
of 2026, Hyperliquid generated gross fee revenue of
over $200 million, making it one of the
highest-revenue protocols in the DeFi sector. To
date, the protocol has burned approximately 10% of
the total HYPE supply through this mechanism.

At the same time, the supply side remains arisk. The
tokens reserved for core developers are being
released gradually and could significantly exceed the
current buyback demand. With the Bitwise BHYP
ETF on the NYSE, HYPE also became accessible for
the first time via one of the first U.S. spot products.
However, the key factor for valuation remains
whether trading volume and fee-funded HYPE
purchases grow faster than the potential selling
pressure from token releases.

CME, ICE, and the dYdX precedent

This May, requlatory pressure became a reality for
the first time. CME Group and Intercontinental
Exchange, two of the leading operators of requlated
futures and derivatives markets, met with
representatives of the U.S. Commodity Futures
Trading Commission (CFTC) and members of
Congress in Washington. The focus was on concerns
regarding market manipulation by anonymous
participants, potential circumvention of sanctions,
and the question of whether 24/7 traded commodity
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perpetuals could influence established benchmarks.
Perpetual futures - derivatives with no expiration
date - are not accessible to U.S. retail investors
anyway. Without user identification, Hyperliquid can
only exercise limited control over U.S. access. This is
precisely where the legal vulnerability lies.

The dYdX case shows how sensitively decentralized
derivatives platforms can react to additional access
barriers. dYdX was long one of the leading
decentralized exchanges for crypto derivatives.
When the platform introduced optional identity
verification on a trial basis in 2022, trading volume
plummeted by about a third within a single day,
prompting dYdX to reverse the measure within
hours. The subsequent loss of prominence was
primarily driven by the bear market, competition,
and the migration to its own blockchain, but the
lesson remains relevant: even the mere attempt at
an access barrier triggered a fierce reaction.

If an on-chain platform loses its advantage of global,
fast, and frictionless access, liquidity can quickly
migrate to alternative trading venues. The
Hyperliquid Policy Center, a lobbying organization
affiliated with Hyperliquid, counters that public
blockchain transactions are more transparent than
the internal systems of centralized exchanges and
that 24/7 trading can improve price discovery.
Whether this argument holds up under regulatory
scrutiny remains to be seen.

What investors should watch out for

Hyperliquid is currently one of the strongest
examples of how decentralized derivatives
infrastructure can capture volume from centralized
trading venues. This thesis is not based on narrative,
but on market share, fees, and product breadth. At
the same time, the main risk stems directly from the
very characteristics that have enabled this growth:
global access without user identification, 24/7
trading, and the opening of the infrastructure to new
markets outside the traditional crypto sector.

Three indicators will be crucial in the coming
months:

e Regulation: The most important short-term
catalyst is the CFTC Crypto Sprint, which is
set to run through August 2026 and
addresses, among other things, 24/7
trading,  perpetual derivatives, and
blockchain-based market infrastructure.
Rules that place decentralized derivatives
exchanges under greater U.S. oversight or
require user identification would directly
impact the user base and fee volume.

e Unlocks versus buybacks: Regarding the
ratio of token unlocks to buybacks, the gap
already described in the token economics
section remains central. Monthly developer
tranches estimated at $219 million to $328
million are offset by a buyback capacity of
approximately S50 million to $S65 million.
Only if trading volume continues to grow can
this difference be absorbed. Otherwise, the
supply surplus remains a valuation risk.

e HIP-3 and provider diversification:
Trade[XYZ] currently dominates the new
markets on Hyperliquid. A broader base of
third-party  providers would reduce
concentration risk and demonstrate that
expansion into equities, commodities, and
indices does not depend on a single
provider.

Hyperliquid is thus less of a classic DeFi bet and
more of a market structure test. If the protocol
succeeds in combining liquidity, product breadth,
and requlatory resilience, it could establish itself as
a permanent infrastructure for on-chain derivatives.
If it fails due to user identification, benchmarking
issues, or token supply pressure, today’s growth lead
would quickly turninto a valuation risk.



DIGITAL Digital Asset Solutions AG

Gotthardstrasse 26, CH-6300 Zug
DAS ASSET info@da.solutions
SOLUT|ONS www.da.solutions

Disclaimer

The information provided is for informational purposes only and does not constitute investment advice or an offer or
solicitation to buy or sell financial instruments. This publication does not take into account the investment objectives,
financial situation, or specific needs of any particular recipient.

The views expressed are based on information available at the time of publication, reflect the current assessment of
Digital Asset Solutions AG, and are subject to change at any time without notice. Forward-looking statements are not
guarantees of future performance.

No liability is assumed for the accuracy, completeness, or timeliness of the information. Past performance is not a reliable
indicator of future results.

Digital assets involve significant risks, including high volatility, regulatory uncertainty, and the potential for total loss of
invested capital.

This publication is confidential and intended exclusively for the designated recipients. Reproduction or redistribution
without prior consent is prohibited.



