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New analysis suggests Ethereum’s technical dominance may not
translate into long-term value capture as layer-2 solutions divert fees
from the base chain. While Ethereum processes 78% of all smart
contract transactions, only 11% of total fees now remain with the mainnet
according to CoinDesk Indices data. This paradox highlights the
unintended consequences of the network’s scaling strategy.

The migration of activity to Arbitrum, Optimism, and other layer-2
networks has reduced Ethereum’s direct revenue despite growing
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ecosystem usage. Transaction fees on the main chain have declined
62% year-over-year, while layer-2 solutions now generate $3.8 billion in
annualized fee revenue. This structural shift raises questions about ETH’s
value proposition as the primary settlement asset.

Market data reveals an emerging disconnect between network utility and
token economics. Ethereum’s market capitalization has grown 140%
since transitioning to proof-of-stake, but this trails the 290% growth in
total value locked across its layer-2 ecosystem. The proliferation of
alternative data availability solutions further compounds this issue,
potentially eroding Ethereum’s fee market over time.

Ethereum’s success in becoming the dominant smart contract platform
may ultimately undermine its economic model. As developers prioritize
scalability and cost reduction, the base layer risks becoming a high-
security backstop rather than the primary value accrual mechanism. This
presents a fundamental challenge for ETH holders – can the asset
maintain its premium valuation if most economic activity migrates to
secondary layers? The coming year will test whether Ethereum’s
architecture can adapt to capture the value its ecosystem creates.
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