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HOOD L2 ACTIVITY STARTS TO MATTER
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August wrapped up on an encouraging note for crypto despite continued pressure
across broader risk assets. The crypto complex performed well despite crude
bouncing, yields rising, and broader risk struggling today.
Following Fed Chair Warsh's hawkish Jackson Hole message, markets now price
roughly 60% odds of a September hike alongside additional tightening further out
the curve. With Warsh explicitly trying to move away from forward guidance, I think
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there is a risk investors are reading too much into his rhetoric as a definitive signal
of what the Fed will ultimately do. From a near-term positioning perspective, a
meaningful amount of monetary-policy hawkishness now appears priced in.

More importantly, I continue to think the Treasury, rather than the Fed, increasingly
sits in the driver's seat regarding forward-looking liquidity conditions. The 10-year
has pushed toward 4.75% despite Treasury's recent efforts to support the long
end. Secretary Bessent attempted to walk back some of his recent comments
around active yield management today, but simultaneously discussed the
counterfactual of where yields might be absent Treasury's bond-market
interventions. To me, that still sounds a lot like YCC-Lite (or “Activist Duration
Management”). BTC's resilience despite rising yields, higher crude, and weakness
across other risk assets may reflect the market beginning to look through near-
term Fed policy noise toward a broader shift in the liquidity regime catalyzed by the
ongoing “Treasury Twist.”
HYPE was once again a standout today, gaining ~5%. On trailing fundamentals,
valuation is undeniably getting richer, with HYPE trading at 49x annualized 90-day
earnings even after incorporating roughly $200M of incremental stablecoin float
revenue.
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However, recent regulatory developments provide a legitimate reason for investors
to re-underwrite forward growth. Reports today suggested Hyperliquid is in
discussions with Kraken around potentially distributing siloed, KYC-compliant
markets to U.S. investors through a CFTC-licensed intermediary. If realized, that
could create a compliant pathway for Hyperliquid to monetize an entirely new pool
of U.S. perpetuals demand without requiring the broader permissionless platform
to adopt KYC.
The Hyperliquid Strategies (PURR) capital-markets flywheel also remains intact.
The equity continues to trade above NAV, volumes approached $500M again
today, and I suspect the company may have been able to issue additional common
through its ATM and recycle those proceeds into HYPE. Combined with the
improving regulatory pathway, I don't think "the price has gone up a lot" is by itself
a compelling reason to take chips off the table here.
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Finally, animal spirits are beginning to reappear beneath the surface even as
funding and leverage across the majors remain relatively contained. One
interesting beneficiary is Robinhood (HOOD), where activity on its L2 has
accelerated sharply over the past several weeks. Execution fees have generated
roughly $7.3M of revenue through Q3 to date, including more than $1M today
alone. That remains small relative to Robinhood's overall revenue base, and I
would be cautious about annualizing a short observation window, but it is
increasingly non-negligible incremental revenue and could become another
narrative tailwind for HOOD if activity persists.
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