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Executive Summary
This is the first quarterly report for CRYPTO10 Hedged, the latest product offering from Invictus Capital. The 
CRYPTO10 Hedged (C10) product is the next evolution of crypto-asset fund, offering many of the benefits from 
the original CRYPTO20 fund (i.e. convenience and transparency), as well as a hedged market allocation designed 
to dampen volatility and lock in gains. Insights and experience gleaned from the operation and development of 
CRYPTO20 have guided the development of this product, which adds a layer of drawdown protection for more 
risk-averse investors.

The fund provided an excellent return of 67.61% in its first quarter. However, it did not outperform the bitcoin and 
Top 10 benchmarks due to bitcoin’s dramatic rise. Investors should keep in mind that C10 is designed to hedge 
against a market drawdown or crash event, as the fund allocates capital to cash in order to mitigate large losses. 
This puts the fund in a better position to collect cheaper assets with a larger cash pool when the market begins to 
recover again. 

1. Market Commentary
Following a despondent and volatility-starved first quarter, the crypto markets surprised everyone by kicking off 
the second quarter with an almost immediate 30% upwards breakout on bitcoin, sending the markets into the 
extended rally we are currently experiencing. 

The bitcoin figures are quite staggering. The market leader gained 193% within 3 months, pushing the price 
above $10,000 amid a flurry of volatile price action. Whilst it is unclear as to how much further the market can 
still run from here, it is clear that the depressed  price movement  of the 2018 bear market is now over, and we 
are firmly in the grips of a new bull market. The changes in price action seem to be indicative of large amounts of 
committed capital accumulating crypto assets at an unparalleled rate. 

During the first quarter, positive correlations in the large cap coins were strikingly high across the board as 
volatility dried up and the market reacted in tandem to minor moves in bitcoin. As the second quarter kicked 
off and bitcoin broke out; correlations began decreasing as capital began flowing out of altcoins and piled into 
bitcoin to catch the upswing.1

Figure 1

1-MONTH CORRELATION MATRIX FOR TOP 10 CRYPTO ASSETS, ENDING JUNE 2019

Source: Skew

This can be best visualized by observing the Total Market Capitalization percentage of all the major cryptos. 
Bitcoin’s dominance increased 10% from 52% to 62% over the quarter. Bitcoin’s 193% gain in quarter two was the 
best second quarter performance on record and the highest quarterly percentage gain since the end of 2017.
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Pe
rc

en
ta

ge
 o

f 
To

ta
l M

ar
ke

t 
C

ap

11 Mar 2019

10%

0%

20%

30%

40%

1 April 2019 1 May 2019 30 June 2019

Bitcoin Ethereum Bitcoin Cash Litecoin XRP Dash NEM Monero IOTA NEO Others

Source: https://coinmarketcap.com/charts/#dominance-percentage

It is worth noting that this rally has not received as much media coverage and public interest as previous market 
advances. A quick glance at Google Trends allows us to gauge public interest in bitcoin over time. Towards the 
end of 2017 as bitcoin began reaching it’s all-time high, the combination of widespread media coverage and 
extreme price appreciation lead to a burst of search activity as the public began researching bitcoin and keeping 
up to date with the price action. As the crash developed, public interest waned and returned to its pre-peak levels 
in June 2018. Now in mid-2019, with bitcoin prices appreciating again, there are rumblings of public interest, but 
nothing yet approaching the late 2017 levels.  

Figure 3
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Looking at Twitter for tweets relating to bitcoin, we see a similar trend of relatively muted public interest and 
discussion.

50%
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Meanwhile, on the CME (Chicago Mercantile Exchange), the institutional bitcoin futures product saw two 
consecutive record volume days leading into the June contracts’ expiry, with over $1.5 billion traded on each day. 
Open interest on the contracts doubled in June to nearly $400 million as institutional interest picked up with the 
large increase in price.

Figure 5

CME BITCOIN FIGURES - TOTAL OPEN INTEREST ($)
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This combination of a relative lack of public interest and large institutional derivatives transaction volume allows 
us to draw a few conclusions as to the current market participants. Price appreciation appears to have been 
driven by larger, well-funded traders in a focussed accumulation effort, as opposed to the largely retail-driven 
parabolic advance of 2017. 
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An interesting dynamic that has been playing out has been the evolution of the IEO (Initial Exchange Offering) as 
the primary fund raising mechanism in the crypto ecosystem, as opposed to the traditional ICO. This has had an 
interesting effect on the ether price as focus started shifting to the hosting exchanges, for example; Binance’s 
Binance Coin (BNB) has seen massive outperformance relative to other cryptoassets.2

Figure 6

PRICE COMPARISON BETWEEN ETHER (TOP) AND BINANCE COIN (BOTTOM) SINCE THE 
BEGINNING OF 2019

Source: tradingview.com

Source: tradingview.com
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2019 Market Outlook

There has undoubtedly been a large positive shift in sentiment in the crypto market over the last quarter. As 
the 2019 bull run kicks off, it is worth noting that we find ourselves in a very different market to the one we 
experienced in 2017. 

2017 was reminiscent of the early 2000s Tech Bubble, where many retail investors tried their hand in the stock 
market to try to make some money on the rapidly expanding tech stocks. After the speculative frenzy collapsed 
and flushed out the weaker companies and investors, the surviving tech stocks with strong fundamentals could 
be purchased for cents on the dollar by more forward-looking investors. We believe that the crypto market is 
currently in a similar phase of accumulation, as retail focus has shifted away from crypto, and larger institutional 
investors capitalize on the opportunity to collect attractive assets at a strong discount. 

This quarter also saw the release of Facebook’s whitepaper on Libra. Though many do argue that Libra does not 
meet the criteria of more traditional cryptocurrencies such as bitcoin, the launch of Libra has certainly furthered 
public discussion around cryptocurrencies overall. Intended to offer a borderless, stablecoin-inspired payments 
system, the project sees an impressive network of diverse partners supporting the network, with big names such 
as Visa and Mastercard providing fiat onramp services. This, combined with Facebook’s nearly 2 billion users as 
potential candidates to use the network raises interesting questions as to how the Libra could shift the flow of the 
world’s capital, and how the project might fare with tightening regulatory pressures.3 4

Taking a look at the derivatives market to gain further insight into trader sentiment, we see the December futures 
contracts trading at a large 4.5% premium over the spot price, indicating a largely bullish market outlook. BitMEX, 
the largest bitcoin derivatives exchange by volume, saw over $176 billion in trading volume in June alone, 
showcasing that a huge portion of bitcoin trades are still based on speculation. 

Figure 7

LISTED BTC FUTURES/PERPETUAL SWAPS
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In the rapidly developing options market, traders are driving up call premiums as price and volatility rises. The 
options market currently indicates that bitcoin has a 14% probability of being over $20,000 by the end of 2019, 
with traders expecting extremely high volatility levels over the next 3 months.
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Figure 8

PROBABILITY OF BTC BEING ABOVE X$ PER MATURITY
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Referring to Figure 8 above, the options pricing chart as at 30 June 2019 showing 14% probability of Bitcoin 
exceeding a price of $20,000 by the end of the year.

Source: sk3w.co

Figure 9

IMPLIED VOLATILITY VS REALIZED - BTCUSD, DAILY FORMAT, 3 MONTHS BUCKET
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2. C10 in Review
The initial capitalization of the fund commenced 1 April 2019 and ended 30 April 2019. During this period 
investment was received in bitcoin, ether and dash. The initial capitalization was reconciled and tokens were 
issued to investors on 3 May 2019. The initial rebalance in terms of the C10 passive rules was performed on 3 
May 2019 and thereafter has been performed weekly. A starting cash weighting of 25% was selected.

The commencement token value was $1.00 and closing value for the quarter was $1.676 representing a 67.61% 
gain.

Fund Performance

Start of Quarter End of Quarter

Fund Value 0 1,508,883

Token Supply 0 900,288

Token NAV (USD) 1 1.676

Figure 10
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Performance (%)

April 2019 May 2019 June 2019 Q2 2019

C10 15.59% 52.30% -4.79% 67,61%

BTC 30.33% 60.25% 26.15% 163,47%

ETH 14.60% 65.33% 8.43% 105.44%

XRP 0.08% 41.72% -9.61% 28.20%

Analysis of Performance

As C10’s asset allocation is largely diversified and capped, it was unable to outperform bitcoin and ether for this 
quarter. Bitcoin’s outperformance this quarter was slightly offset by the drawdown in the other top 9 assets. 
Whilst performance is still largely positive, investors should keep in mind that C10 is most likely to showcase 
its strengths best in a market drawdown or crash event, as the fund quickly allocates capital to cash in order to 
mitigate large losses. This puts the fund in a better position to collect cheaper assets with a larger cash pool 
when the market begins recovering again. 

Asset Rank Movement 
for quarter Amount $ Equivalent as at 

30/06/2019 %

BTC 0 22 243,282 16.12%

ETH 0 1015 295,777 19.60%

XRP 0 528,704 209,974 13.92%

LTC 1 1,462 178,763 11.85%

BCH 1 418 167,985 11.13%

EOS -2 21,604 124,055 8.22%

BNB 0 3,311 106,360 7.05%

BSV 3 419 82,060 5.44%

ADA -1 609,342 50,141 3.32%

TRX 1 1,562,666 50,483 3.35%

USD 0 0 0.00%
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1,508,883 100.00%

Management Fees

Management fees of 1.2% per annum and a custody fee of 0.5% are charged to the fund. Fund values are recorded 
daily at 12PM UTC. Average fund values are then recorded for each month. Management fees paid by the fund for 
the year are as follows:

Month Average fund Value 
(USD)

Management fee 
(USD)

Custody Fee  
(USD)

Total expense 
(USD)

April 350,706 351 146 497

May 910,763 911 379 1,290

June 1,433,069 1,433 597 2,030

Q2 2019 2,695 1,122 3,817

Margin Lending Earnings
The fund aims to generate additional returns for investors, over and above the capital appreciation of the 
underlying assets. Through margin lending, we aim to have at least the management fees covered for investors to 
ensure as little portfolio drag as possible over the longer term. This process was implemented during the course 
of May, with June reaching its objective. Invictus Capital will allocate 75% of the revenue share for the first quarter 
of operation.

Month Margin Lending Earnings  
(USD)

April #

May 481

June 2,296

Q2 2019 2,777

# Not implemented during initial fund capitalization.

3. Execution of Fund Rules
The fund was rebalanced on a weekly basis throughout the quarter in adherence with the fund rules. As 
contemplated by the white paper, management decisions listed below were made to exclude a coin/token from 
the index. Where a coin is excluded, the next in line coin in terms of market capitalization is included in the index.

Coin/Token Context

Tether Due to the nature of the project, this was never included in the C10 portfolio.

Source: Invictus Capital

We have focussed on minimizing slippage in the weekly rebalancing via the following strategies:
• We rebalance automatically across all exchanges with best prices being executed first.
• Trades are executed across multiple exchanges in order to minimize the impact on market prices.
• Reporting of the rebalanced portfolio after completion of rebalance trades in order to prevent 

front-running.
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Operational Statistics Data

Rebalances performed during the quarter 8

New coins included for the quarter BSV

Coins falling out of the index during the quarter XLM

Best performing coins - change in market capitalisation rank BSV (+3)

Worst performing coin - change in market capitalisation rank XLM (-4), EOS (-2)

Number of C10 tokens issued during quarter 997,082

Number of tokens redeemed during quarter 96,794

Number of assets in index capped by 15% weighting rule.
3 at the beginning of the quarter

3 at the end of the quarter

4. Year-end Predictive Analysis

Future Outlook
We look forward to further positive market movement in 2019. The cryptoasset world will continue to build the 
foundations for future wide scale adoption. There are still very few sophisticated cryptocurrency offerings on the 
market and we expect the adoption of investment products like CRYPTO10 Hedged and CRYPTO20 to increase as 
the cryptocurrency market matures and investors continue to seek such offerings.

Performance - We expect C10 to perform well throughout 2019 as the market continues its upwards trend. Any 
reversal in the market direction will allow the fund to lock in prior gains as the capital is hedged into cash 

Team - The C10 fund management team is comprised of the following 6 team members. The broader Invictus 
Capital Team has a strong data science and technology emphasis.

Daniel Schwartzkopff  
CEO

Serial digital entrepreneur Schwartzkopff is a South African business executive 
with firm start -up experience and a proven background in the technology and 
finance sectors.

He founded BetVIP, the world’s first licensed bitcoin -only sportsbook and 
casino and DataProphet, a VC backed machine learning company with a global 
client base, and has been featured in everything from CNBC to the Wall Street 
Journal. Schwartzkopff is a graduate of the University of Cape Town, where he 
studied Chemical Engineering.

Ryan Stützner 
Fund Administrator

Ryan has been trading equities since 2013 and started trading cryptocurrencies 
and cryptocurrency derivatives in early 2016.

Formerly an operations manager in the logistics industry running his own 
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division, Ryan has strong operational experience with a focus on risk management.

Steven Williams 
Strategy and Operations Director

Chartered accountant with 20 years executive experience in scaling businesses 
in financial services, healthcare, real estate and NGO sectors.

In addition to core financial skills, has extensive operational experience in all 
functional areas.

Thokozani Mabhena 
Accountant

Qualified  Accountant with financial services experience. Completed accounting 
articles with Corporate Investment Banking, Retail Business Banking and 
Internal Audit experience. Strong accounting background with a Postgraduate 
diploma in Accounting and Bcom in Accounting both from the University of 
Cape Town.

David Gibbons 
Director of Product and Distribution

David is a dot-com veteran with executive experience in operations and 
business development at Amazon, Zillow and Google. He was at Amazon when 
the company first generated free cash flow, at Zillow at launch and through the 
2008 real estate crash and, at Google when the company pivoted to Alphabet 
and Artificial Intelligence. David is a graduate of the University of Johannesburg, 
where he studied Mechanical Engineering.

Zulekha Cara 
Cryptocurrency Investment Analyst

Zulekha holds a BCom Honours degree in Financial Analysis and Portfolio 
Management from UCT. She is an avid entrepreneur who has worked in the 
financial services, FMCG and cryptocurrency industries. She has been trading 
and mining cryptocurrencies since early 2015 and has been actively involved in 
both blockchain and cryptocurrency education initiatives and consulting.
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