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SECTION I - EXECUTIVE SUMMARY

1.1 Asset Overview

Cardano (ADA) is a third-generation Layer-1 blockchain built on formal verification, peer-
reviewed research, and a modular architecture centered around Ouroboros Proof-of-Stake. It is
considered one of the most decentralized and academically grounded networks in the industry.

1.2 Investment Thesis (High-Level Drivers)

* Institutional-grade architecture: mathematically secure, predictably governed, and designed
for long-term sustainability.

 Favorable tokenomics: fixed supply, no VC unlock cliffs, high staking participation (~65%).
* Hydra & Midnight catalysts: major scalability and confidentiality upgrades expected to
unlock adoption in 2026-2027.

* Asymmetric upside in altseason 2026: ADA historically demonstrates strong late-cycle
performance (10x—35x multipliers).

* Strong developer ecosystem: consistently ranks top-1 to top-3 in global dev activity among
blockchains.

1.3 Valuation Summary (Scenario Overview)

Scenario Fair Value Range Upside / Downside Probability
Bull $6.0 - $8.0 +1,200% to +1,650% 20%
Base $4.0 - $6.0 +780% to +1,200% 50%
Bear $2.0-5%4.0 +340% to +780% 30%

1.4 Recommended Position Strategy

* Entry Range: $0.40-$0.50

* Position Sizing: up to 40% of portfolio (for a $200k portfolio ~ $70k - $80k)
* DCA Horizon: 3 months

 Exit Ladder:

¢ $4.0 — 30%

* $6.0 — 50%

* $8.0+ — 20%

1.5 Key Risks (Summary)

* Slow ecosystem monetization

* TVL significantly below peers

* Hydra rollout delays

* Regulatory uncertainty

» Competitive pressure from SOL, AVAX, NEAR
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SECTION II - PROTOCOL ARCHITECTURE & NETWORK DESIGN

2.1 Consensus Model

Cardano’s Ouroboros PoS protocol is the first provably secure consensus backed by formal
academic proofs. It provides:

* deterministic security guarantees

* energy-efficient validation

* high decentralization via >3,000 staking pools

» modular upgrade path without chain rewrites

2.2 Execution Environment

* Plutus (Haskell-based smart contracts): safe but complex, favors correctness over speed.
* Marlowe financial DSL: tailored for DeFi contract safety.
* Upcoming Plutus V3 improves developer UX and interoperability.

2.3 Sidechain & Scalability Architecture

* Hydra: isomorphic state-channel framework allowing >100,000 TPS scalability with parallel
processing.

* Midnight: data-protection sidechain enabling confidential smart contracts and enterprise
compliance use cases.

* Quroboros Genesis provides chain selection consistency under adversarial network
conditions.

2.4 Total Value Locked (TVL) — Monthly Ecosystem Liquidity Analysis

Total Value Locked (TVL) represents the total capital deployed into a blockchain’s
decentralized financial ecosystem, including DEX liquidity, lending markets, collateralized
debt positions, stablecoin reserves, and institutional liquidity pools. TVL is one of the strongest
indicators of ecosystem maturity, user traction, and economic throughput of a Layer-1
network.

The chart below illustrates the monthly TVL trajectory of Cardano (ADA), Solana (SOL),
Avalanche (AVAX), and NEAR from January 2023 to November 2025. Values are expressed
in millions of USD.
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Monthly TVL Evolution (Jan 2023 — Nov 2025)
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Figure 1. Monthly TVL Evolution (2023-2025)
Source: Yellowmute Research Model, December 2025

Key Observations

1. Cardano (ADA)

* Grows from ~$10M in early 2023 to ~$140M by Nov 2025 (+14x increase).

» This is a classic early-stage expansion curve, indicating strengthening liquidity, user
adoption, and DeFi protocol maturation.

* The steepening slope beginning mid-2024 suggests accelerating capital inflows.

2. Solana (SOL)

* Dominant liquidity leader, increasing from ~$800M — $1.75B.

* Reflects a highly active retail and institutional DeFi environment.
* Serves as a benchmark for high-throughput chains.

3. Avalanche (AVAX)
* Steady and consistent growth from ~$300M — $820M, aligned with institutional subnets,
lending markets, and RWA integrations.

4. NEAR

* Growth from ~$120M — $460M, driven by strong developer traction and improved liquidity
bridges.

* Represents a competitive L1 with healthy fundamentals.
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Strategic Interpretation

* Cardano’s TVL growth rate is far more important than the absolute number.

High-velocity growth from a low base is historically one of the strongest signals for ecosystem
re-rating in Layer-1 cycles (e.g., SOL in 2021).

* TVL is a core driver of valuation multiples such as MC/TVL and EV/TVL, both of which
become increasingly favorable for ADA as liquidity deepens.

* In the context of the projected 2026 alt-L1 cycle, TVL acceleration historically precedes price
expansion by 2—6 months, strengthening the ADA investment thesis.
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SECTION III - DEVELOPER ACTIVITY & NETWORK SUSTAINABILITY

3.1 Developer Index (Kei Institutional Metric)

Metric ADA SOL AVAX NEAR
Monthly GitHub Commits High Medium-High Medium Medium
Active Devs (30-day) 120-150 80-110 40-60 40-70
Developer Retention High Medium Medium Medium
Academic Papers 150+ Few Mininal Few

Table 1. Developer Index

Source: Yellowmute Research Model, October 2025

Cardano is one of the most developmentally active blockchains globally. This is a major long-

term value driver.

3.2 Sustainability Indicators

« Continuous, high-quality development over 6+ years

* Strong academic research support (IOHK, universities, research institutions)

* High developer retention indicates stable ecosystem momentum
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SECTION IV - TOKENOMICS & MONETARY POLICY

4.1 Supply & Emission Dynamics

* Maximum Supply: 45B (fixed)

* Circulating: ~35.9B

* Inflation: low and predictable, declining gradually

* No venture unlock cliffs — structurally low sell pressure

4.2 Staking Economics

« Staking Participation: ~65%

* Yield: 3.0-3.5%

» Stake Distribution: highly decentralized

* Effective Liquid Supply: significantly reduced due to stable staking

4.3 Value Capture Model

While Cardano currently has lower fee revenue than SOL/ETH, its long-term potential depends
on:

* Midnight enterprise adoption

* DeFi protocol growth

* Possible introduction of fee-burning mechanisms

4.4 Token Flow Analysis
* Net positive staking inflow since late 2024

» Whale accumulation trend since Q3 2025
* Liquid supply tightening heading into 2026
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SECTION V — ECOSYSTEM GROWTH & ON-CHAIN ANALYTICS

5.1 Network Usage

* Active wallets: 4.2—4.5M

* Daily transactions: 70k—90k

* Monthly wallet growth: 55k—70k

» Stable retention (MAU/WAU ratio strong)

5.2 DeFi Ecosystem

Although Cardano’s DeFi is behind competitors, it is accelerating:
* TVL in sustained uptrend since mid-2025

* Key protocols: Minswap, Indigo, Liqwid, Axo (upcoming)

» Stablecoin frameworks emerging (iUSD, USDM)

5.3 Major Catalysts (2026-2027)

* Hydra scaling activation (massive TPS expansion)
* Midnight compliance layer (enterprise adoption)

* Governance activation: CIP-1694

* Stablecoin ecosystem expansion

* High-value dApps migration



mute

SECTION VI - QUANTITATIVE VALUATION FRAMEWORK

6.1 Multiples-Based Analysis

Metric ADA SOL AVAX NEAR
MC/TVL Undervalued Overvalued Mid Mid
MC /Fees Undervalued High Medium Medium
MC/Dev Most Efficient Medium Inefficient Medium

Table 2. MBA Table

Source: Yellowmute Research Model, December 2025

6.2 Scenario Valuations (Expanded)

Bull Case ($6—$8)

Assumes:

* Hydra adoption

* TVL>$2B

* Midnight enterprise integrations
« Strong late-cycle liquidity influx

Base Case ($4-$6)

Assumes:

* Moderate DeFi growth

» Stable staking participation
* Organic network expansion

Bear Case ($2-$4)

Assumes:

* TVL stagnation

» Low ecosystem monetization

» Competition absorbs market share
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SECTION VII - LIQUIDITY MARKET STRUCTURE & CAPITAL FLOWS

7.1 Exchange Liquidity

* High depth across Binance, Coinbase, Kraken
* DEX liquidity improving but mid-tier
* Low-to-moderate slippage for mid-sized orders

7.2 Derivatives Market

* Healthy open interest

* Clear maturation of futures markets

» Suitable for hedging and risk adjustments
7.3 Capital Flow Indicators

* Increasing whale accumulation

* Positive net flow into staking pools
* Cyclical retail participation historically strong in final bull legs



mute

SECTION VIII - GOVERNANCE, REGULATION & OPERATIONAL READINESS

8.1 Governance Structure

* CIP-1694 introduces community-based governance
* Transparent upgrade path via formalized voting
* High governance stability score

8.2 Regulatory Profile

* High probability of non-security classification
* Strong alignment with compliance frameworks
» Midnight enhances enterprise regulatory compatibility

8.3 Alignment with Yellowmute Internal Policies

* DACS: Cold storage recommended, high-quality custody process
* ICM: Two-step trade verification required

* RMF: High market risk but low technical/custody risk

* DoA: Requires Executive Director + Risk Officer approval
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FINAL INVESTMENT RECOMENDATION

STRONG BUY

Cardano is one of the most fundamentally sound, technologically sophisticated, and
asymmetrically positioned L1 assets for the 2026 cycle. Its structural tokenomics, strong
developer base, and unique academic architecture provide a compelling foundation for outsized
returns while maintaining relatively low technological risk.



