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Ongoing Monitoring: Why Digital Assets Are Not a "Set and Forget" Asset 

Continuous Due Diligence in Evolving Protocol Economies 

Executive Summary 

Traditional asset classes reward patience. Buy a diversified equity portfolio, a bond ladder, or a commercial property, 

and the monitoring burden is modest: quarterly reports, annual meetings, the occasional covenant review. The 

underlying asset changes slowly, and the information you relied on at purchase remains broadly valid for years. 

Digital assets are different in a way that most institutional allocators underestimate. The asset you bought on day 

one is not the asset you own six months later. The code can change. The governance can shift. The tokenomics can 

be altered. The liquidity can evaporate. The competitive landscape can transform overnight through a single fork or 

a single governance proposal. 

This is not a theoretical concern. It is the defining characteristic of the asset class. A protocol that passes every pillar 

of due diligence at the time of allocation can fail one or more of those pillars within a quarter, without any action or 

fault on the part of the holder. The investment thesis does not decay gradually like a bond approaching maturity. It 

can be invalidated abruptly, and frequently is. 

This article argues that digital assets require a fundamentally different monitoring posture: continuous, structured, 

and repeatable due diligence applied across the full lifecycle of the holding. We examine the five areas where 

ongoing monitoring matters most, why "set and forget" is a structural risk rather than a behavioural preference, and 

how institutions can build a defensible monitoring process without drowning in noise. For allocators who have 

already accepted the diligence burden required to enter this asset class, the question is no longer whether to monitor. 

It is how. 

The Fallacy of Static Diligence 

The mental model most investors bring to digital assets is inherited from private equity or venture capital. You 

conduct extensive due diligence before committing capital, then you hold through a multi-year horizon, reviewing 

periodically. The assumptions that underpinned your thesis are treated as stable. 

This model fails in digital assets for a structural reason: the protocol is a living system, not a static company. In a 

traditional company, changing the capital structure, the business model, or the management team requires board 

approval, regulatory filings, and time. In a permissionless protocol, changing the economic parameters, the fee 

structure, or the governance mechanism can be proposed and executed in weeks, sometimes days. 

Consider what can change without your consent: 

• Token emission schedules can be accelerated or decelerated, directly altering supply dynamics and your 

position's dilution profile. 

• Fee structures can be introduced, removed, or redirected, changing the value accrual mechanics that 

underpinned your valuation. 

• Treasury allocations can be voted toward new initiatives, partnerships, or yield strategies, shifting risk 

exposure. 

• Governance parameters can be modified, altering who holds effective control and how decisions are 

made. 
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• Core dependencies can change as developers migrate, infrastructure providers exit, or key contributors 

depart. 

Each of these changes can invalidate a component of your original thesis. None of them require your approval. This 

is the fundamental asymmetry of digital asset ownership: you bear the economic consequences of decisions you did 

not make, under a governance system you may not control. 

The implication is uncomfortable but unavoidable. The due diligence that got you into the position is necessary but 

not sufficient. It must be repeated, updated, and stress-tested on an ongoing basis. The question is not whether the 

protocol will change. It is whether your monitoring process will detect the change before it costs you. 

Governance Vote Tracking: The Early Warning System 

The most consequential changes to a protocol's economics and structure flow through governance. This makes 

governance vote tracking the single most important ongoing monitoring activity, and the one most institutions 

neglect. 

The challenge is not access to information. Governance proposals are public, transparent, and increasingly well-

documented. The challenge is triage. Protocols generate a continuous stream of proposals, ranging from trivial 

parameter adjustments to fundamental economic restructuring. Most are noise. A few are thesis-altering events. The 

monitoring function must distinguish between them quickly and reliably. 

Institutional monitoring should focus on a specific set of proposal types: 

Tokenomic parameter changes. Adjustments to emission rates, inflation schedules, fee splits, or reward 

distributions directly affect the economic model that supported your valuation. A proposal to reduce staking 

rewards, redirect fees away from token holders, or accelerate emissions should trigger immediate re-evaluation of 

the Digital Value Gap. 

Treasury and reserve decisions. Proposals to allocate treasury assets toward new initiatives, yield strategies, or 

acquisitions change the protocol's risk profile and its balance sheet. A treasury that moves from stable reserves into 

volatile assets, or into unproven ventures, alters the protocol's survivability under stress. 

Governance structure changes. Proposals that modify voting power, quorum requirements, delegation 

mechanisms, or veto rights change who effectively controls the protocol. These are among the most consequential 

and least monitored changes, because their impact is indirect and delayed. 

Security and upgrade decisions. Proposals related to smart contract upgrades, bridge changes, or dependency 

modifications carry immediate technical risk. A poorly executed upgrade can introduce vulnerabilities that were not 

present at the time of allocation. 

The institutional approach is to maintain a structured log of governance activity for each held protocol, categorised 

by proposal type and severity. This log becomes the foundation for a periodic re-scoring of the protocol against the 

original due diligence framework. The goal is not to react to every proposal, but to detect the subset that materially 

changes the investment thesis. 

Tokenomic Parameter Changes: Monitoring the Economic Engine 

Tokenomics is where most digital asset theses are won and lost. It is also where the "set and forget" approach does 

the most damage, because tokenomic changes are often subtle in the short term and devastating in the long term. 
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The core issue is that tokenomics is not a static design. It is a set of parameters that can be adjusted, often by 

governance, and often in ways that favour short-term price action over long-term value accrual. This creates a 

structural tension between the protocol's incentives and the holder's interests. 

Consider the mechanisms that require ongoing attention: 

Emission schedules. A protocol that was emitting 5% annually at your entry may be emitting 8% a year later, or 

2%. Each change alters the supply curve and the dilution experienced by existing holders. Monitoring emissions is 

not about predicting price; it is about validating that the supply assumptions in your model remain accurate. 

Fee structures and value accrual. The mechanism by which protocol revenue flows to token holders can be 

modified. Fees can be redirected from buybacks to treasury reserves. Value can be shifted from token holders to 

other stakeholders. These changes directly affect the Real Economic Value component of the Digital Value Gap. 

Staking and incentive design. Changes to staking rewards, lock-up periods, or incentive programs alter the 

opportunity cost of holding and the behaviour of existing holders. A reduction in staking rewards can trigger exit, 

while an increase can attract mercenary capital that destabilises the holder base. 

Bonding curves and collateral parameters. In DeFi protocols, changes to collateral ratios, liquidation thresholds, 

or bonding curve parameters can alter risk exposure and the protocol's resilience to market stress. 

The monitoring discipline here is to maintain a live model of the protocol's tokenomics, updated whenever 

parameters change, and to re-run the valuation framework against the updated parameters. A protocol that looked 

fairly valued under one emission schedule can look overvalued under another, without any change in the token 

price. The monitoring process is what surfaces this divergence. 

Developer Activity: The Health Signal Most Investors Ignore 

In traditional software companies, the development team is a core asset and its health is a primary diligence 

consideration. In digital assets, developer activity is equally important but frequently ignored after the initial 

allocation. This is a significant oversight. 

Developer activity is not a vanity metric. It is a leading indicator of protocol survivability. A protocol with declining 

developer activity is a protocol that is slowly dying, regardless of its current token price or TVL. The code will not 

improve. Bugs will not be fixed. Competitors will overtake it. The moat will erode. 

The institutional monitoring approach should track several dimensions: 

Commit and contributor trends. The number of active developers and the frequency of code contributions are 

the most basic signals. A sustained decline in either is a warning sign. A shift from a broad contributor base to a 

single dominant contributor is a concentration risk. 

Dependency health. Protocols depend on infrastructure: oracles, bridges, indexers, and other protocols. The 

health of these dependencies matters. A critical dependency that is itself declining, or that is controlled by a single 

entity, represents a hidden risk. 

Roadmap delivery. Protocols publish roadmaps. Monitoring whether committed milestones are delivered on time 

is a powerful signal of execution capability. Consistent slippage suggests either overpromising or underdelivering, 

both of which are negative signals. 
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Fork risk. In open-source markets, code can be copied. Monitoring the competitive landscape for forks that offer 

better incentives, better execution, or better UX is essential. A fork that captures meaningful liquidity or user share 

is a direct threat to the original protocol's value. 

The challenge with developer activity monitoring is separating signal from noise. Raw commit counts are easily 

gamed and poorly correlated with quality. The institutional approach is to focus on durable signals: sustained 

contributor growth, delivery against roadmap, and the health of critical dependencies. These are harder to fake and 

more predictive of long-term survivability. 

Liquidity Shifts and Exit Optionality 

Liquidity is the asset class's most fragile property. It can be present in abundance at the time of allocation and absent 

entirely when you need to exit. Monitoring liquidity is therefore not a market-timing exercise; it is a risk 

management requirement. 

The institutional monitoring framework should track: 

Depth across venues. Liquidity is not a single number. It is distributed across exchanges, DEXs, and OTC desks. 

Monitoring depth across venues, rather than a single exchange's order book, provides a more accurate picture of 

true exit capacity. 

Time-to-exit. The relevant metric is not daily volume but the time required to exit a position of your size without 

moving the market. A position that takes weeks to exit is materially less liquid than one that takes hours, regardless 

of headline volume figures. 

Concentration risk. Liquidity is often concentrated in a small number of venues or a small number of holders. A 

concentration of token supply in a few wallets creates the risk that any one of them selling creates cascading 

pressure. Monitoring holder concentration is essential. 

Slippage and market impact. The actual cost of exiting is determined by slippage and market impact, not by 

quoted spreads. Monitoring these costs under normal conditions and under stress conditions provides a realistic 

picture of exit economics. 

The interaction between liquidity and tokenomics is particularly important. A protocol that locks up a large portion 

of its supply in staking or vesting can appear liquid while the freely tradeable float is small. When unlock events 

occur, liquidity can be overwhelmed. Monitoring unlock schedules and free float is essential to anticipating liquidity 

events before they happen. 

Competitive Fork Risk: The Open-Source Threat 

The defining feature of digital assets is that the code is public and the barriers to copying are essentially zero. Any 

protocol can be forked, modified, and relaunched with better incentives. This is not a hypothetical risk. It is a 

recurring pattern in the asset class. 

Fork risk is not simply about a competitor launching a copy. It is about the conditions that make a fork successful: 

Liquidity migration. A fork that captures a meaningful share of the original protocol's liquidity can quickly 

become the dominant version. Liquidity is sticky in the short term but can migrate rapidly when incentives are 

compelling. 
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Community capture. A fork that attracts the original protocol's community, or a disaffected subset of it, can create 

a competing governance and development ecosystem. The original protocol loses not just users but also the talent 

and attention that drive its roadmap. 

Incentive arbitrage. A fork that offers better rewards, lower fees, or more attractive tokenomics can attract 

mercenary capital away from the original. This is particularly dangerous when the original protocol's tokenomics are 

being adjusted in ways that reduce holder value. 

The monitoring response to fork risk is not defensive. It is comparative. Institutions should track the competitive 

landscape not to prevent forks, which is impossible, but to understand when a fork poses a genuine threat to the 

held protocol's moat. The question is whether the original protocol retains network effects, switching costs, and 

governance legitimacy that a fork cannot replicate. When it does, fork risk is manageable. When it does not, the 

moat analysis that supported the original thesis is invalidated. 

Building a Repeatable Monitoring Process 

The challenge with ongoing monitoring is not that the information is unavailable. It is that the volume of 

information is overwhelming, and the discipline to process it consistently is rare. The institutional response is to 

build a structured, repeatable process rather than relying on ad hoc attention. 

A defensible monitoring framework has several components: 

A defined monitoring cadence. Different signals require different frequencies. Governance proposals should be 

reviewed as they occur. Tokenomic parameters should be re-scored monthly. Developer activity should be tracked 

quarterly. Liquidity should be monitored continuously. The cadence should be explicit and enforced. 

A severity classification system. Not all changes are equal. The monitoring process should classify changes by 

severity: those that trigger immediate re-evaluation, those that trigger scheduled review, and those that are 

informational. This prevents both overreaction and underreaction. 

A documented decision framework. When a material change occurs, the response should be pre-defined. Does it 

trigger a re-run of the Digital Value Gap? Does it change the position sizing? Does it trigger an exit review? Pre-

defining these responses prevents emotional or reactive decision-making. 

An audit trail. Every monitoring decision should be documented and auditable. This serves both risk management 

and fiduciary accountability. In an asset class where accountability is scarce, maintaining a rigorous internal record is 

a differentiator. 

The goal of the process is not to eliminate risk. That is impossible in digital assets. The goal is to ensure that when 

the thesis is invalidated, you discover it through a structured process rather than through a price collapse or a 

governance proposal you missed. 

Implications for Institutional Allocators 

The practical implication of this analysis is that digital assets demand a different operational posture than traditional 

assets. The allocation decision is not the end of the diligence process. It is the beginning of a continuous one. 

For family offices and institutions, this has several consequences: 

Resourcing. Ongoing monitoring requires dedicated capability. This can be internal, external, or hybrid. What it 

cannot be is absent. The cost of monitoring is small relative to the cost of a thesis invalidation that goes undetected. 
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Fee structures and alignment. For those using external managers or advisors, the monitoring capability should be 

a core selection criterion. A manager who conducts rigorous initial diligence but lacks a structured monitoring 

process is not providing the protection institutions need. 

Portfolio construction. The monitoring burden varies by protocol. Positions in protocols with active governance, 

evolving tokenomics, and high fork risk require more attention than positions in stable, mature protocols. Portfolio 

construction should account for the monitoring capacity required by each position. 

Exit discipline. The ultimate purpose of monitoring is to inform exit decisions. A structured monitoring process 

provides the evidence base for exiting a position when the thesis is invalidated, rather than holding through hope or 

inertia. This is the discipline that separates institutional participation from speculation. 

Conclusion 

Digital assets are not a "set and forget" asset class. The protocols that underlie them are living systems, subject to 

continuous change in governance, tokenomics, development, liquidity, and competitive positioning. The diligence 

that supports an allocation is necessary but not sufficient. It must be repeated, updated, and stress-tested across the 

full lifecycle of the holding. 

The institutional opportunity in digital assets is not simply in identifying the right protocols at the right price. It is in 

maintaining the discipline to monitor those protocols continuously, to detect thesis invalidation early, and to act on 

that information with pre-defined rigour. In an asset class where change is constant and accountability is scarce, the 

monitoring process is the institution's primary defence. 

At Ledgerstone, we treat due diligence as a lifecycle discipline, not a point-in-time event. Our Five-Pillar Framework is designed to be re-

applied continuously as protocols evolve, and our Digital Value Gap analysis is re-run whenever tokenomics, governance, or market 

structure shift. We build monitoring processes that are structured, repeatable, and auditable, so that institutions can participate in digital 

assets with the same risk discipline they apply to every other asset class. The goal is not to predict every change, but to ensure that when 

change occurs, it is detected, assessed, and acted upon before it costs the portfolio. 
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