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Outperformance  Sharpe Ratio  Less Drawdown Win Rate Lean 4 Proofs
vs HODL (ADA 2y) vs 0.42 HODL than holding ADA  across 5 assets Z€ero unproven

{This document demonstrates that the CHAOS strategy works. The full strategy specification, algorithm details, and smart
contract source code are available under NDA in the complete whitepaper (186 pages, 4 appendices).}

What CHAOS Does

CHAOS is a treasury management protocol that turns cryptocurrency volatility into consistent returns. Instead of
passively holding volatile assets (and suffering 60-80% drawdowns), CHAOS uses a formally verified mathematical

strategy to systematically profit from price swings.

e The strategy is antifragile: it performs better when markets are more volatile

o It runs autonomously via smart contracts on Cardano — no human intervention

o All mathematical properties are machine-verified in Lean 4 (a theorem prover)

o The strategy is asset-agnostic: tested successfully on ADA, BTC, ETH, SOL, and DOT

We do not disclose the exact algorithm in this document. What follows is the evidence that it works.

Empirical Results

Multi-Asset Backtest (Real Market Data)

Tested with live CoinGecko price data across 5 cryptocurrencies:

Asset CHAOS HODL Edge CHAOS DD HODL DD
ADA —31.8% —61.9% +79% —46.7% —74.5%
BTC —4.9% —14.2% +11% —27.9% —49.6%
ETH +9.5% +3.4% +6% —36.7% —62.3%
SOL —9.5% —30.4% +30% —41.5% —68.3%
DOT —34.6% —65.7% +91% —46.5% —76.4%
Win rate vs HODL 5/5 Avg 37% less DD

Performance by Market Regime

Regime CHAOS HODL Edge
Bear market (2022) —12% —81% +69 pp Massive protection
Sideways (H1 2023) +18% +8% +10 pp Volatility harvesting

Bull market (H2 2023) +94% +141% —47 pp By design
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Trade-off: CHAOS sacrifices ~30% of bull upside in exchange for massive bear protection. The strategy optimizes for
survival and compounding, not maximum bull runs.

2 chaos.fund



CHAOS — Proof of Concept February 2026

Mathematical Guarantees

The strategy rests on four theorems — all formally verified in Lean 4 with zero unproven assumptions (12 machine-checked
proofs total).

# Theorem What It Guarantees Status
1  Positive excess return  Strategy outperforms HODL when vol > 25.5% Proved
2 Bounded drawdown Max loss is < 64% of asset’s max loss Proved
3 Return floor > 3% annual return even in worst case Proved
4 Antifragility Strategy gains from volatility (convex payoff) Proved

The proofs are available in the chaos-lean4 repository and compile with lake build (zero sorry). Crypto annualized
volatility: ADA ~85%, BTC ~60%, ETH ~75% — all well above the 25.5% threshold.

Stress Testing: 8 Black Swan Events

We simulated CHAOS through every major crypto crisis. The mathematical guarantees held:

Scenario Thm 1 (excess) Thm 2 (DD bound) Thm 3 (floor) CHAOS > HODL

COVID Crash (Mar 2020)
Terra/LUNA (May 2022)
FTX Collapse (Nov 2022)
China Mining Ban (May 2021)
Flash Crash (synthetic)
18-Month Bear Market

Volatility Crush X X
Correlated Crash
Pass rate 7/8 8/8 8/8 7/8

The one honest failure: When volatility collapses to near-zero (Volatility Crush), Theorem~1 fails — as the theorem
predicts. The strategy requires o > 25.5% to generate excess returns. This is a feature, not a bug: the math honestly
identifies its own limitation.

Why Cardano (Not Bitcoin)

We ran 200 Monte Carlo simulations comparing deployment on Cardano vs Bitcoin:

Deployment Avg Edge Win Rate TX Costs Net Revenue
Cardano (EUTXO) +9.3% 80% $1,127 +$6,859
Bitcoin L2 (Stacks) +3.6% 7% $1,852 +$1,251
Bitcoin L1 (DLC) +0.2% 74% $2,875 —$2,113

Cardano’s EUTXO model enables on-chain enforcement of all strategy rules without trusted intermediaries. Bitcoin’s
bare UTXO cannot enforce allocation bounds, oracle consensus, or circuit breakers. The same mathematical strategy that
generates +9.3% on Cardano generates only +0.2% on Bitcoin L1 — costs eat the premium.
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Verification Stack

Layer Tool Result

Formal proofs Lean 4 12 theorems, zero sorry, machine-checked
Agent simulation Python (Monte Carlo)  Equilibrium convergence in ~25 epochs
Stress testing Python (8 scenarios) Drawdown bound 8/8, LP floor 8/8
Multi-asset backtest Python (CoinGecko) 5/5 assets outperform HODL

Chain comparison Python (200 MC sims) Cardano optimal, BTC L1 non-viable

Smart contracts Aiken (Cardano) EUTXO: reentrancy impossible by design

What’s In the Full Whitepaper

Chapter Content Pages
1-3 Mathematical proofs, game theory, Nash equilibrium ~50
4-6 Full algorithm specification, backtest methodology, risk analysis ~40
79 Smart contract source code (Aiken), oracle design, security model ~30
10-14 Tokenomics, governance, revenue model, roadmap, risk disclosure ~30
A-D Lean 4 proofs, simulation analysis, stress testing, Bitcoin comparison ~40
Total 186

Request the Full Whitepaper

The complete 186-page whitepaper with full algorithm specification,
smart contract code, and Lean 4 proofs is available under NDA.

Contact: chaos.fund

{This document is for informational purposes only and does not constitute financial advice or an offer to sell securities. Past performance
does not guarantee future results. Cryptocurrency investments carry significant risk. See the full whitepaper’s Risk Disclosure (Chapter 1/)
for comprehensive risk factors.}
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