
Mitosis: Network for Programmable Liquidity

Abstract

We propose Mitosis, a network that transforms Decentralized Finance (DeFi) liquidity into
a programmable primitive. Mitosis leverages collective bargaining power to democratize access
to preferential yields and introduces tokenization mechanisms, enabling price discovery and
enhancing capital utilization across the DeFi landscape. By harnessing Mitosis, participants
of all scales can unlock advanced liquidity provisioning strategies beyond existing limitations.
With improved price transparency and capital efficiency, Mitosis empowers small-scale and
institutional participants with equitable opportunities for yield generation. This fosters a more
stable, transparent, and democratic DeFi ecosystem, where liquidity is effectively deployed and
adequately valued.

1 Introduction

1.1 The Liquidity Conundrum

DeFi emerged from the innovation of blockchain technology. It began with Bitcoin, which estab-
lished decentralized trust via block rewards and proof-of-work consensus[1]. Ethereum followed,
introducing programmable smart contracts and permissionless applications that have led to the
proliferation of DeFi primitives[2]. Despite these breakthroughs, the DeFi ecosystem lacks efficient
price discovery mechanisms for total value locked (TVL), leading to information asymmetry, capital
inefficiency, and unstable liquidity provisioning.

Current DeFi liquidity markets demonstrate several structural inefficiencies:

• Lack of Fair Market Price Discovery: The absence of standardized, public references
for protocol liquidity requirements and associated costs results in incomplete market data.
This creates information asymmetry wherein large liquidity providers privately secure opaque
agreements offering above-market yields. On the other hand, retail participants operate with
insufficient pricing data, resulting in participation disadvantages or market exclusion.

• Capital Inefficiency: Liquidity provision mechanisms typically lock assets to pools, pre-
venting providers from utilizing those assets in alternative yield strategies or collateralization
structures.

• Unstable TVL: Protocols frequently implement short-term incentive structures to establish
TVL. Upon incentive depletion or reallocation, capital rapidly migrates elsewhere, manifesting
“mercenary” behavior that undermines protocol sustainability.

These inefficiencies produce suboptimal capital allocation, opaque pricing mechanisms, and
volatile TVL. Despite advancements in trust mechanisms through Bitcoin, Ethereum, and subse-
quent scaling solutions, DeFi’s liquidity infrastructure remains susceptible to instability. Protocols
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lacking diversified liquidity encounter competitive disadvantages, emphasizing the requirement for
transparent, equitable market structures.

1.2 The Mitosis Solution

Providing liquidity in DeFi represents a lending relationship. Users depositing assets into DeFi
applications effectively lend capital to protocols in exchange for future rewards[3]. These positions
constitute agreements between liquidity providers and protocols, with terms defining duration, ex-
pected returns, and conditions.

Unlike traditional financial markets, where debt positions can maintain trading capability and
valuation transparency, DeFi liquidity provider positions remain illiquid and opaque. This pre-
vents the formation of sophisticated markets where users can implement risk management through
diversification, enhance returns through leverage application, and establish yield speculation mech-
anisms. DeFi’s maturation into a robust financial ecosystem requires liquidity provider positions
to attain tradeable asset status with dynamic, accurate price discovery mechanisms. This enables
advanced product development for improved capital efficiency and risk management.

Mitosis addresses these fundamental challenges through three core innovations:

• Democratized Access to Preferential Yields: Mitosis aggregates individual liquidity
providers to achieve collective bargaining power, enabling access to previously exclusive yield
opportunities.

• Liquid LP Positions: The protocol introduces miAssets and maAssets — tokenized repre-
sentations of liquidity positions that maintain trading, composition, and utilization capabilities
in DeFi applications on the Mitosis Chain.

• Liquidity Capital Market: The Mitosis Chain provides purpose-built infrastructure for ap-
plications to create sophisticated financial products leveraging tokenized liquidity positions,
enabling capital efficiency and risk management capabilities previously unavailable in the
ecosystem.

2 Protocol Architecture

The Mitosis protocol establishes an infrastructure for transforming DeFi liquidity positions into
programmable primitives. Through tokenization mechanisms and sophisticated market structures,
Mitosis enables the creation of complex financial instruments derived from liquidity provision ac-
tivities. This programmable liquidity framework allows market participants to optimize capital
efficiency while maintaining appropriate risk parameters.

The protocol architecture comprises three fundamental processes that work together to achieve
this objective: Deposit, Supply, and Utilize. Each process fulfills specific functions within the
broader ecosystem while seamlessly interacting with other protocol components.
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2.1 Deposit Process

The Deposit process serves as the foundational entry point into the Mitosis ecosystem. Through
Mitosis Vaults, users can securely deposit assets and receive corresponding Vanilla Asset represen-
tations on the Mitosis Chain.

2.1.1 The Mitosis Vault Infrastructure

Mitosis Vaults are smart contracts deployed across supported blockchain networks. These contracts
facilitate secure asset custody while supporting complex liquidity deployment. The Vault system
maintains modular architecture to support multiple asset types and ensure seamless integration
with various DeFi protocols.

Figure 1: Depositing assets into Mitosis and receiving Vanilla Assets on Mitosis

When users deposit assets into a Mitosis Vault on any supported chain, the system initiates a
standardized process:

1. Asset Reception: The Vault contract receives and secures the deposited assets.

2. Bridge Communication: Deposit information transmits to the Asset Manager on the Mitosis
Chain via an arbitrary message bridge.

3. Vanilla Asset Minting: Asset Manager mints equivalent Vanilla Assets at a 1:1 ratio.

4. User Distribution: Newly minted Vanilla Assets transfer to the User’s address on the Mitosis
Chain.
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Figure 2: Withdrawing deposited assets by burning Vanilla Assets

Withdrawing assets from Mitosis involves burning Vanilla Assets and retrieving the original
deposited assets. The withdrawal process follows similar principles as Deposit in reverse:

1. Withdrawal Request: User initiates Withdrawal through Asset Manager.

2. Vanilla Asset Burning: Asset Manager burns the specified quantity of User’s Vanilla Assets.

3. Bridge Communication: Withdrawal instructions relayed to the appropriate Vault.

4. Asset Release: Vault transfers deposited assets to User on the deposit Chain.

Vanilla Assets are representations of assets deposited into Vaults on multiple chains supported
by Mitosis. They exist on the Mitosis Chain, which means Mitosis depositors can take further action
with them. The Mitosis Vault infrastructure imbues composability to Users’ multi-chain deposit
positions by securely managing locked assets and issuing Vanilla Assets on Mitosis. This mechanism
of depositing for Vanilla Assets and withdrawing by burning Vanilla Assets is the cornerstone of
the Mitosis protocol in making DeFi liquidity programmable.

2.2 Supply Process

The Supply process involves Users participating in preferential yield opportunities, or liquidity
campaigns, available on Mitosis. Users browse, select, and commit their Vanilla Assets to yield
sources with different risk and reward profiles. Supplying Vanilla Asset liquidity allows the Mi-
tosis protocol to deploy the relevant User assets to the selected DeFi protocols on the deposit chain.

Mitosis establishes mechanisms for deploying Users’ capital within the Mitosis ecosystem through
structured frameworks called Mitosis Liquidity Frameworks (MLFs). MLF establishes the
terms of the relationship between Mitosis LPs and the liquidity campaigns run by the participating
DeFi protocols, including reward accrual and distribution details, campaign duration, and lock-up
requirements. Mitosis LPs (lenders) control Vanilla Assets to commit capital to liquidity campaigns
(borrowers) on the deposit chain under the structure and governing terms set forth by MLFs. In
the traditional finance language, MLF acts as the originator of debt obligation contracts signed
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between creditors and debtors under the terms mutually shared and agreed upon.

In addition to securely originating the DeFi debt obligations on-chain, MLF also underwrites
the tokenized assets that represent the debt obligations on the Mitosis Chain. MLF Assets are
yield-bearing tokens that implement the ERC-4626 standard[4]. They represent claims on the un-
derlying assets (principal) and the generated yields (interest) from the liquidity campaigns using
different MLF structures. MLF Assets are standardized instruments for tracking ownership and
facilitating position transfers within the Mitosis ecosystem.

Figure 3: Supplying Vanilla Assets into a MLF Vault and Receiving MLF Assets

1. Supply Request: User initiates Supply process with the selected MLF Vault.

2. Vanilla Asset Locked: Vanilla Asset contract transfers User’s requested amount to MLF
Vault.

3. MLF Asset Minted: MLF Vault contract mints and transfers the corresponding MLF Assets
to User.

4. Bridge Communication: Supply instructions replayed to the appropriate Vault.

5. Asset Allocation: Vault transfers User’s assets to the selected DeFi protocol’s contract.

Through MLFs, Vanilla Asset holders can participate in yield-generating opportunities while
maintaining a tokenized representation of their positions on the Mitosis Chain. The Mitosis pro-
tocol launches with two MLFs: Ecosystem-Owned Liquidity (EOL) and Matrix. Each MLF
operates its own MLF Asset: miAsset for EOL and maAssets for Matrix. Each framework im-
plements distinct approaches to liquidity provision while maintaining standardized interfaces for
position management and yield distribution.

2.2.1 Ecosystem-Owned Liquidity (EOL)

The EOL framework is a governance-driven approach to liquidity allocation. EOL enables collective
management of pooled assets through democratic processes, with governance rights proportional
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to participants’ stake in the system.

When Users supply Vanilla Assets to EOL, the system mints miAssets for Users on the Mitosis
Chain. miAssets confer economic rights to underlying assets, yields, and governance rights over
liquidity allocation decisions of the EOL MLF. miAsset holders exercise voting power to make key
decisions fueling EOL’s operation. The exchange rate between miAssets and underlying assets
fluctuates based on the performance of deployed strategies and accumulated yields.

EOL Governance Structure EOL’s operation relies on miAsset holders’ participation in its
governance. Specifically, the EOL governance system implements a two-phase process for managing
protocol selection and liquidity allocation: Initiation and Gauge.

• Initiation integrates new DeFi protocols into EOL to become eligible for receiving Mitosis
LPs’ liquidity.

• Gauge governance periodically determines how much liquidity should be allocated to each
approved protocol in the EOL system and then executes liquidity rebalancing based on these
votes.

Figure 4: Initiation governance process of the EOL MLF

Initiation Governance Process:

1. Protocol Integration Proposal: An authorized proposer submits a proposal to the EOL
Protocol Governor to integrate a new protocol. The proposal includes detailed specifications
for reward structures and distribution mechanisms, risk assessment and mitigation strategies,
technical integration requirements, and proposed allocation parameters.

2. Voting Process: miAsset holders evaluate the proposal and cast votes using voting power
derived from their miAsset Time-Weighted Average Balance (TWAB) over seven days.
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3. Vote Aggregation: Protocol Manager fetches voting results from EOL Protocol Governor to
check for approval.

4. Protocol Integration: Upon confirming approval, Protocol Manager integrates the protocol
with Strategy Executor.

5. Registry Update: The approved protocol gets recorded in EOL Protocol Registry and im-
mediately becomes eligible for the Gauge process.

Figure 5: The periodic Gauge governance process of the EOL MLF

Gauge Governance Process:

1. Epoch Start: EOL Gauge Governor periodically starts a new epoch and fetches the approved
protocols from EOL Protocol Registry.

2. Voting Process: miAsset holders cast votes for the protocols with confirmed eligibility for
the current epoch using voting power derived from 7-day TWAB.

3. Vote Aggregation: Strategist compiles the voting results from EOL Gauge Governor before
formulating rebalancing plans and sending them to Strategy Executor.

4. Strategy Execution: Strategy Executor implements the rebalancing directives through the
registered strategies.

5. Monitoring: The system continuously tracks allocation effectiveness and enables periodic
and dynamic liquidity adjustments.

EOL Settlement System The EOL Settlement system periodically calculates the performance
of the EOL asset allocation strategies and reward entitlement details for each of its LPs. It syn-
chronizes the status of LP assets delegated to EOL and deployed across supported chains with the
Mitosis Chain through three types of settlements: Yield, Loss, and Extra Rewards.

For Yield settlements, when EOL generates rewards of the same type as the underlying assets,
the system mints an equivalent amount of Vanilla Assets to increase miAsset’s value. For Loss, the
system burns Vanilla Assets from the EOL Vault to decrease miAsset’s value. Extra Rewards like
protocol governance tokens are distributed either through real-time TWAB-based distribution or
periodic Merkle proof-based distribution to miAsset holders.
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Figure 6: The EOL Settlement process for Yield and Loss

Yield/Loss Settlement Process:

1. Settlement Request: Strategist triggers Yield/Loss Settlement on Strategy Executor, which
computes the new balance of underlying assets based on EOL protocols’ past performances.

2. Notify Vault: Strategy Executor sends the required Settlement instructions to the appropri-
ate Vault on the Supported Chain.

3. Bridge Communication: Settlement instructions relayed to Asset Manager on Mitosis
Chain.

4. Vanilla Asset Settlement: Asset Manager triggers the minting or burning of Vanilla Assets
from the EOL Vault depending on whether it’s Yield or Loss Settlement.

Extra Rewards are any earnings received in tokens that differ from the underlying asset (e.g.,
DeFi protocol’s governance tokens). This process involves the Mitosis Vault receiving the rewards,
the protocol minting and allocating the corresponding Vanilla Assets to the LPs on the Mitosis
Chain, and enabling the LPs to claim the rewards through burning the Vanilla Assets.
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Figure 7: The EOL Settlement process for Extra Rewards

Extra Rewards Settlement Process

1. Settlement Request: Strategist triggers Extra Rewards Settlement on Strategy Executor,
which computes the details of the requested Extra Rewards payout.

2. Notify Vault: Strategy Executor sends the required Settlement instructions with the Extra
Rewards assets to the appropriate Vault on the Supported Chain.

3. Bridge Communication: Settlement instructions relayed to Asset Manager on Mitosis
Chain.

4. Vanilla Asset Settlement: Asset Manager triggers the minting of Vanilla Assets corre-
sponding to the Extra Rewards. The minted Vanilla Assets are transferred to the Reward
Distributor.

5. Rewards Claim: User requests transfer of Vanilla Assets from Reward Distributor. User can
withdraw the Extra Rewards assets from the Vault on the Supported Chain by burning the
received Vanilla Assets.

2.2.2 Matrix: Curated Liquidity Campaigns

Matrix is another Mitosis Liquidity Framework in which DeFi protocols seeking time-bound liquid-
ity offer higher yields to LPs who lock their capital for a set period. This model differs from EOL,
where user deposits are aggregated and deployed through decentralized governance. With Matrix,
individual participants proactively select and subscribe to specific opportunities, creating a more
direct relationship between liquidity providers and target protocols.

To join a Matrix liquidity campaign, Mitosis LPs first evaluate the available options, review-
ing details such as lock-up periods, reward schedules, and accepted asset types. Participants then
commit Vanilla Assets to allow the Mitosis protocol to deploy their assets into the selected Matrix
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DeFi protocol. During the lock-up period, if any, the Vanilla Assets and the connected underlying
capital remain unavailable for withdrawal, ensuring reliable liquidity for the sponsoring protocol
and justifying the preferential yields offered in return.

Upon making a liquidity commitment to Matrix, participants receive campaign-specified maAs-
sets that serve as on-chain receipts on Mitosis. For instance, if Vanilla ETH is committed for
six months to a campaign named “ABC,” the participant is issued maETH ABC. maAssets track
the amount of underlying capital and indicate eligibility for any corresponding rewards, which are
transferred to and aggregated in the Mitosis Vault.

Once the specified duration lapses, participants redeem their maAssets for the original deposits
and any accrued returns. Depending on the DeFi protocol, rewards may be distributed periodically
or aggregated for disbursement at the end of the campaign. Some protocols may offer governance
tokens or point-based incentives, which can be claimed when maAssets are converted into Vanilla
Assets. This flexibility, combined with clearly established terms, ensures that users understand
both the duration and expected benefits of their locked positions. This allows them to manage risk
and forecast returns more accurately.

Matrix allows protocols to engage directly with the Mitosis user base by proposing distinct
terms and conditions. This structure procures liquidity in the long term and helps bootstrap an
active community that can selectively direct capital to projects whose strategies, risks, and rewards
align with their preferences.

Like all liquidity endeavors in the Mitosis ecosystem, the Mitosis Vault facilitates secure as-
set handling, whether bridging user deposits, minting Vanilla Assets, or issuing campaign-specific
maAssets. This layered design accommodates short-term, campaign-based strategies and the
longer-term EOL approach while leveraging Mitosis’ interoperability across multiple networks.
Matrix thus complements EOL by enabling a more tailored, protocol-specific route for liquidity
deployment and community engagement, thereby broadening the avenues through which Mitosis
participants can optimize their investments.

2.3 Utilize Process

The concept of programmable liquidity materializes through the Utilize process, where tokenized
LP positions become composable building blocks for sophisticated financial applications. The Mito-
sis protocol transforms illiquid LP positions into standardized, programmable tokens — miAssets
and maAssets — through the Deposit and Supply processes. These tokens represent ownership
claims on underlying assets and yields and serve as programmable primitives that can be pooled,
combined, and utilized in various ways through smart contracts.

The Mitosis Chain provides the infrastructure that enables this programmability. Through
its purpose-built execution environment, developers can construct applications that treat these
tokenized positions as fundamental components, combining them in novel ways to create more
complex financial instruments. This programmability transforms traditional LP positions from
static, illiquid assets into dynamic building blocks that can be programmatically managed, traded,
and optimized. The resulting infrastructure enables the formation of a comprehensive liquidity
capital market where participants can leverage this programmability to implement sophisticated
strategies for risk management, capital efficiency, and yield optimization.
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2.3.1 Mitosis Chain Architecture

Figure 8: The Mitosis blockchain architecture

The Mitosis Chain is built upon the Cosmos SDK and utilizes CometBFT for consensus. By
incorporating an EVM-equivalent execution environment, it supports the development of smart
contract–based applications and provides a robust foundation for programmable liquidity[5][6].
This infrastructure is well-suited for advanced DeFi use cases, including those involving miAssets
and maAssets.

To optimize security and performance, the Mitosis Chain employs a modular architecture that
separates execution from consensus. The execution layer is fully EVM-compatible, enabling un-
modified Ethereum execution clients to process transactions, manage state, and execute smart
contracts. Both the execution and consensus layers communicate according to the Engine API
specifications. Mitosis’ technical stack ensures seamless integration with existing Ethereum tools
and development frameworks, making it readily accessible to the broader developer community.

The Mitosis Chain’s modular architecture allows the protocol to leverage the same level of
execution client diversity and innovations as Ethereum from day one while harnessing the battle-
tested security of the Cosmos SDK and CometBFT. In the future, other consensus frameworks,
such as those that leverage Bitcoin or Ethereum security, can be considered to replace CometBFT
and enhance the security level of the Mitosis Chain.

2.3.2 Infrastructure for the Liquidity Capital Market

The Mitosis Chain leverages its EVM compatibility and modular architecture to enable sophisti-
cated financial applications built around tokenized liquidity positions. Through an interconnected
suite of DeFi primitives, these applications create the essential market infrastructure that allows
users to trade, optimize, and manage their positions efficiently. Building upon this foundation, the
Mitosis ecosystem establishes multiple core application categories that form the backbone of its
liquidity capital market:

• Automated Market Making (AMM): The foundation of liquidity provision in Mitosis
centers on advanced AMM protocols that facilitate trading between all asset types in the
ecosystem[7]. These AMMs implement sophisticated pricing mechanisms that enable efficient
price discovery while maintaining deep liquidity for LP position trading. Through dynamic
market-making algorithms, these protocols ensure optimal liquidity utilization and minimize
slippage for traders engaging with Vanilla Assets, miAssets, and maAssets.

• Yield Tokenization: Yield tokenization protocols introduce a novel approach to asset man-
agement by separating yield-bearing tokens into their principal and yield components[8]. This
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decomposition enables precise trading and speculation on future yields independent of the un-
derlying asset exposure. Coupled with the price discovery capabilities of the Mitosis protocol,
these protocols can create new opportunities for sophisticated yield optimization strategies
while enhancing overall market efficiency.

• Lending Markets: Mitosis’s lending infrastructure expands capital efficiency by enabling var-
ious forms of tokenized liquidity to serve as collateral. By accepting Vanilla Assets, miAssets,
and maAssets, these markets create opportunities for leveraged yield farming and sophisti-
cated trading strategies. Through carefully designed rehypothecation mechanisms, users can
maximize their capital efficiency while maintaining appropriate risk parameters across different
lending pools.

• Yield-Bearing Stablecoins: Building on Mitosis’s programmable liquidity framework, yield-
bearing stablecoins represent an innovation in stable asset design. These stablecoins derive sta-
bility from diversified LP position collateral while automatically accruing yield from underlying
miAssets and maAssets. The implementation combines portfolio theory for risk mitigation with
efficient yield capture mechanisms, creating stable assets that generate continuous returns for
holders[9].

• Liquidity Indices: Liquidity indices provide broad exposure to the Mitosis ecosystem through
carefully constructed portfolios of LP positions. They implement risk-tranching mechanisms
that allow users to select exposure profiles aligned with their risk preferences. By aggregating
diverse liquidity positions and optimizing portfolio composition, liquidity indices create efficient
vehicles for passive investment in the ecosystem’s yield-generation opportunities[10].

2.3.3 Value Propositions and Potentials

The aforementioned applications interact on the Mitosis chain to create a comprehensive financial
ecosystem where tokenized liquidity positions are fundamental building blocks. Applications with
different purposes and functions will collaborate and interoperate to create intertwined products
and services with substantial value potential in all domains, including user experience, capital effi-
ciency, and risk management. The resulting liquidity capital market will introduce the sophisticated
mechanisms and tools that are the foundation of today’s advanced traditional finance systems but
are currently scarce in DeFi.

Position Management : The Mitosis ecosystem can enable comprehensive control over tokenized
liquidity positions through integrated exchange mechanisms and sophisticated order routing. Users
can efficiently collateralize positions using automated valuation and risk assessment systems, while
dynamic adjustment capabilities allow real-time modifications based on market conditions. Auto-
mated monitoring oversees position health and performance, and programmable strategies enable
sophisticated automation for position maintenance.

Risk Management : Different Mitosis applications can collaborate to create tools to protect
and optimize tokenized liquidity positions through sophisticated hedging instruments and portfolio
diversification capabilities. Users can maintain desired risk profiles through dynamic position ad-
justment, while leverage mechanisms provide precise control over position sizing. Automated risk
mitigation systems can continuously protect against adverse market movements.
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Capital Efficiency : Using the Mitosis ecosystem can maximize users’ asset utilization through
cross-position collateralization and advanced yield optimization strategies. Efficient allocation
mechanisms deploy assets to their most productive uses, while leverage optimization tools help users
maximize returns within risk parameters. Position composition capabilities can enable strategies
that combine multiple yield sources effectively.

Through these capabilities, the Mitosis Chain establishes the infrastructure for a mature liquid-
ity capital market where participants can implement sophisticated strategies previously unavailable
in DeFi ecosystems.

3 Key Developments Ahead

The Mitosis protocol establishes foundations for transforming DeFi liquidity provision through
programmable primitives. Several key development areas present opportunities to enhance the
protocol’s functionality and expand its impact across the DeFi ecosystem.

3.1 Multi-Asset Liquidity Supplying

The current Mitosis liquidity framework implements asset-specific provision mechanisms. For in-
stance, a user holding Vanilla ETH may convert it to miETH through EOL or acquire maETH
through Matrix, maintaining consistent underlying asset exposure throughout these transforma-
tions. While this approach ensures fungibility within single-asset contexts, it introduces limitations
when providing liquidity to protocols requiring multi-asset pools, mainly automated market makers
(AMMs).

AMM architectures typically require liquidity providers to supply paired assets, compensating
providers with trading fee revenue. This fundamental requirement creates an architectural challenge
for the current Mitosis framework’s single-asset focus. Research and development efforts should
focus on extending the protocol’s capabilities to support seamless liquidity provision for multi-asset
pools while maintaining the benefits of programmable liquidity positions.

3.2 Cross-Chain Liquidity Management

The Mitosis Vault system enables liquidity deployment across multiple blockchain networks. When
users deposit assets through a Mitosis Vault on any supported chain, they receive equivalent Vanilla
Assets on the Mitosis Chain, maintaining a constant total supply across the network. This archi-
tecture introduces two significant considerations requiring strategic development:

• Chain-Specific Liquidity Balance: Users depositing assets through Vaults on one chain
but withdrawing on different chains may create localized liquidity imbalances. Repeated in-
stances of this behavior pattern could potentially concentrate liquidity on specific chains while
depleting others. Development efforts should focus on implementing mechanisms to maintain
optimal liquidity distribution across supported networks.

• Idle Asset Utilization: Market dynamics may reduce activity on specific chains, leading to
underutilized Vault assets on those networks. Research initiatives should explore implementing
dynamic liquidity reallocation mechanisms that respond to real-time market demand while
maintaining sufficient liquidity for withdrawal operations across all supported chains.

13



3.3 EOL Governance Optimization

The EOL governance model theoretically enables efficient capital allocation through decentralized
decision-making. However, practical implementation reveals opportunities for optimization in two
key areas:

• Participation Optimization: Some liquidity providers may have difficulty consistently par-
ticipating in governance activities due to time constraints or technical expertise requirements.
This challenge can impact the efficiency of the EOL framework’s capital allocation mechanisms.

• Expertise Integration: The complexity of DeFi protocols and yield strategies may exceed
some governance participants’ analytical capabilities, potentially leading to suboptimal allo-
cation decisions.

Development efforts should focus on implementing delegation mechanisms that address these
challenges while maintaining decentralized governance principles:

• Stakeholder Delegation: Implement specialized delegate groups that can execute gover-
nance responsibilities for liquidity providers. This system would allow providers to opt into
delegation during the miAsset minting process, ensuring their capital receives active manage-
ment without requiring direct governance participation.

• Application-Level Delegation: Develop mechanisms enabling automatic delegation of gov-
ernance rights when users provide miAssets to Mitosis DeFi applications. This approach would
allow applications to optimize capital allocation based on programmatic analysis while main-
taining user exposure to generated yields.

These development initiatives aim to enhance the EOL governance efficiency while preserv-
ing the decentralized principles fundamental to the Mitosis protocol. By carefully implementing
delegation mechanisms, the protocol can maintain robust liquidity management without requiring
universal direct participation in governance activities.

4 M.O.R.S.E Program

The Mitosis Operations and Rewards for Strategic Engagement (M.O.R.S.E) program implements
systematic incentive mechanisms to address marketplace bootstrapping challenges. New market-
place protocols typically encounter coordination difficulties in simultaneously attracting supply and
demand participants, as each group’s participation often depends on the other’s existing presence.

The M.O.R.S.E program addresses this coordination challenge through strategic subsidy allo-
cation. By providing $MITO token incentives to protocols listing liquidity campaigns on Matrix,
the program reduces protocols’ effective liquidity acquisition costs while maintaining competitive
yields for Mitosis users. This incentive structure catalyzes initial marketplace activity, enabling the
development of network effects that support sustained ecosystem growth.

As protocols join the ecosystem and total value locked (TVL) increases, the marketplace’s in-
herent value proposition strengthens for liquidity providers and protocols seeking capital. This
dynamic enables a gradual reduction of artificial incentives as organic marketplace activity be-
comes self-sustaining. The M.O.R.S.E program thus serves as a transitional mechanism, facilitating
ecosystem bootstrapping while working toward sustainable, market-driven liquidity provision.
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5 Conclusion

The Mitosis protocol introduces fundamental innovations in DeFi liquidity provision by implement-
ing programmable liquidity primitives. By transforming illiquid LP positions into programmable
tokens, the protocol enables sophisticated financial engineering previously unavailable in decen-
tralized systems. The combination of democratized access to preferential yields, liquid position
management, and advanced financial product development creates infrastructure for a mature DeFi
ecosystem.

Through continued development of key protocol components and strategic implementation of
bootstrap incentives, Mitosis establishes foundations for sustainable growth in decentralized liquid-
ity markets. As the protocol evolves, its role in enabling efficient capital allocation and sophisticated
financial engineering positions it as an essential infrastructure for the future of decentralized finance.
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