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01 FUND SNAPSHOTS
PERFORMANCE

Net Asset Value ($)
IHF Total Supply

FUND COMPOSITION

PERFORMANCE

Fund Inception
31/5/18

Q4 2020

Q1 2021

$9,400,335

$28,522,532

$29,641,074

122,852,180

119,662,263

119,662,263

$0.077

$0.238

$0.248

IHF/USD

FUND COMPOSITION

Since Inception

1 Month

3 Month

1 Year

C20

23.28%

221.29%

792.39%

37.86%*

Top 20 Equally
Weighted

41.67%

222.55%

713.61%

40.66%*

Bitcoin

30.53%

103.16%

815.08%

68.97% *

25/11/2017

*Annualized rates

Top 10 of 20 Cryptos

Equally Weighted

Equity
Investments (99.79%)
Liquidity Pool (0.02%)
Listed Tokens (0.2%)

PERFORMANCE

FUND COMPOSITION

PERFORMANCE

1 Month

3 Month

1 Year

Since
Inception
31/03/19

Average Cash
Position Since
Inception

C10

12.87%

118.85%

365.53%

451.22%

49.6%

Top 10 Equally
Weighted

20.71%

224.48%

798.75%

589.71%

0%

FUND COMPOSITION

1 Month

3 Month

Since Inception
13/08/20

IBA Fund

25.74%

42.57%

185.46%

BTC Benchmark

29.19%

104.87%

419.32%

Equally Weighted

Bitcoin (98.50%)
Options Value (1.50%)
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PERFORMANCE

IML Fund

FUND COMPOSITION

Hurdle Rate

PERFORMANCE

1 Month

3 Month

Since Inception
31/5/18

1.11%

4.68%

12.5%*

0.5%

1.41%

6.0%*

*Annualized rates

FUND COMPOSITION

USD (95.41%)

Gold (92.31%)

Tether (4.59%)

USD (7.69%)

1 Month

3 Month

Since Inception
31/5/18

IGP Fund

-3.08%

-10.73%

5.3%

GLD Benchmark

-4.98%

-11.33%

-1.33%

PERFORMANCE

FUND COMPOSITION

1 Month

3 Month

Since Inception
31/5/18

EMS Fund

1.67%

4.45%

21.69%

ZAR/USD

-0.68%

-2.45%

1.02%

IML Fund

1.77%

4.71%

16.83%

EMS Token NAV

IML Fund (77.06%)
Solar Investment (12.89%)
USD (10.05%)
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02 COMPANY UPDATES
2.1 CEO’s foreword
This year has picked up where 2020 left off, with
continued rapid expansion of Invictus Capital as
a company (we’re still hiring!) and a breakneck
crypto rally. Our AUM growth surpassed
expectations in parallel with a barrage of
incredible headlines that continue to demonstrate
that the crypto market is on the cusp of breaking
into the mainstream. AUM swelled 50% to end
at over $100 million, with a peak of $112 million
achieved in February.
This was driven largely by booming altcoin prices
and fantastic performance for our index funds
Daniel Schwartzkopff
C20 and C10, while IML’s risk-adjusted returns
continued to dominate its competitors,
CEO, Co-Founder
with an APY of 20% achieved over the quarter.
Our product and tech teams were successful in delivering on the launch of the ICAP
community token, with the first ICAP minted on the 4th of January. The timing was
impeccable, allowing our loyal users and newcomers alike to share and contribute to our
continued success. The token’s value rocketed from $2.30 at launch to $13 over the course
of the quarter, and investors who had the confidence to stake their fund tokens at inception
have been well rewarded for their decision. However, an impressively high proportion of
ICAP remains unmoved and unsold. This, in my eyes, indicates the growing faith that our
community has in us, and we hope to be able to surpass even these high expectations.
The quarter did unfortunately bring tragic news in the passing of Jorge Farias, the CEO of
Cryptobuyer — a Hyperion Fund portfolio company. Our deepest condolences go out to his
family, friends, and colleagues.

We are confident that his legacy will live on in the
Latin American crypto community.
The highlight of the second quarter’s roadmap
is a soon-to-be-launched Binance Smart Chain
integration that will allow investors the optional
use of the low-fee blockchain for investment
onboarding, helping alleviate the greatest concern
newcomers have — the high costs of interacting
with our platform in a regime of extreme
Ethereum network congestion (the blockchain is
currently a victim of its own success).
This is still only the beginning; we are all hopeful
that the growth of our team is reflected in
continued growth in our reach. It remains our
mission to provide a truly world-class, holistic
alternative investment experience to all investors,
whether big or small, over the coming quarters
and decades. Please read on to uncover a wealth
of content, including broad crypto and traditional
market commentary, company updates (now
with a regular section on ICAP), and concise
fund-specific reports where we elaborate on this
quarter’s stellar performance.
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2.2 High level fund performance
Our suite of funds has continued to deliver admirable performance
during the current crypto bull run, with the introduction of ICAP
rewards also providing a significant boost to investor returns (see
discussion of ICAP in Section 2.6, below).
Our cryptoasset funds, namely Crypto20 (C20), Crypto10 Hedged
(C10) and Bitcoin Alpha (IBA) led the charge, with respective
appreciation of 221.29%, 118.15%, and 42.57% over the quarter regrettably, the latter’s option strategy struggled to keep up with the
breakneck pace of the relentless Bitcoin rally.
The Margin Lending Fund (IML) boasted industry-leading
performance of 20% APY this past quarter (with 7-day average APY
peaking at over 50% on February 24). This performance was driven
by alternative, market-neutral yield generating strategies continuing
to grow in their share of the asset allocation — with these proprietary
strategies benefitting significantly from the bullish market mood.
These returns easily outstrip those of our competitors, even before
considering the highly beneficial tax implications of tokenization in
some regions. Returns have again spiked in early April to exceed 30%
APY at the time of writing.
The Hyperion VC Fund (IHF) delivered a return of 3.92% for the
quarter, with the token NAV appreciating to $0.2477, the portfolio
companies — particularly Syntropy, Quantfury and OVEX — are poised
for continued success, and if they manage to live up to their immense
potential, further upside revaluations in the future are almost certain.

markets, with the fund losing 9.01% versus the benchmark GLD
ETF’s 10.32% decline. The fund has now outperformed 6.72% over
the benchmark (representing a 6.93% return over the benchmark on
an annual basis).
The Emerging Markets Solar Fund (EMS) continued on its path
of steady growth and inflows to match, although rand weakness
saw the value of the fund’s solar investments dip in dollar terms.
The 4.45% return registered is still impressive in its own right, and
represents an APY of 19%.
Further detail on all the funds can be found in the fund-specific
reports in Section 4.

2.3 Supporting secondary market liquidity for C20 & ICAP
Recognizing that trading conditions on secondary markets for ICAP
and C20 were less than ideal, two measures were implemented
this quarter with the aim of boosting liquidity in these markets.
On 10 February HitBTC went live with a C20/USDt trading pair, to
complement the pre-existing C20/ETH and C20/BTC pairs. The USDt
pair has already grown to exceed the ETH pair, with comparable
volumes to the BTC pair.
However, the most actively traded C20 market is now the Uniswap
C20/ETH pair, after the introduction of a generous liquidity mining
program, with Invictus Capital contributing $10,000 per month to
each of the C20-ETH and ICAP-ETH Uniswap liquidity pools.

The Gold Plus Fund (IGP) continued to demonstrate its value
proposition over traditional gold exposure despite weakness in gold
7

At the start, this represented APYs in excess of 300% for liquidity
providers. For C20, this program arose as a result of us recognizing
that the missed opportunity of ICAP earnings was prohibitive of a
self-sufficient DEX market for C20 developing organically — with
trading volumes (and fee earnings for providing liquidity) low as even
moderately sized trades on Uniswap were rendered prohibitively
expensive by a combination of slippage and high gas fees. The program
has thus far been a great success, with the size of the liquidity pool
skyrocketing over 3,800% to $800,000 at the time of writing, whilst still
offering attractive APYs of around 20% at present. Coinciding with this
has been a dramatic pickup in trading volumes, with the Uniswap fees
alone now offering around 7% APYs (on top of the additional 15% that
the liquidity program airdrops currently represent).
The ICAP-ETH pool was created 14 March to complement the ICAPDAI pool and already boasts total liquidity exceeding $450,000 (about
15% of all ICAP in existence). APYs on offer are currently in the region
of 25%, with trading fees contributing less than in the case of C20.
High gas fees, as well as the high risk of impermanent loss for liquidity
providers were key factors limiting the natural growth of liquidity
on the ICAP-DAI Uniswap pair, and the Ethereum pair was chosen
for the program. This was decided due to a perceived lower risk of
impermanent loss — which are losses relative to holding the assets
outside of the pool caused by divergence in prices — as Invictus AUMdependent fee earnings (and thus ICAP prices) should be correlated
more to Ethereum prices than DAI, a stablecoin. Additional liquidity for
ICAP makes speculation on the price more attractive, as slippage is
less of a concern. Relatedly, it also improves the efficiency of buy-andburn events as lower slippage results in a lower average cost for tokens
purchased, and ultimately means more tokens are burnt over time.

Whilst these airdrops are likely to be extended beyond the initial
3-month period (with other pairs, such as IHF also under consideration
for receiving rewards), they are unlikely to continue indefinitely.
However, it is our hope that fee earnings alone, based on significant
trading volumes generated by arbitrage opportunities between prices
across different currency pairs, will be sufficient to maintain liquidity at
high levels after the program’s withdrawal. ICAP liquidity should also
naturally improve over time as more supply is created.
For a step-by-step guide on how to add liquidity to these Uniswap
trading pools, please consult the program’s original Medium
announcement.

2.4 Invictus OTC desk
What is the Invictus OTC desk?
Recognizing the significant frictions currently posed by high gas
fees for investors looking to rebalance their Invictus Fund portfolios,
we have implemented a bespoke Over the Counter (OTC) desk to
make swapping tokens between Invictus Funds that much easier for
investors making transactions in excess of $5,000. This new feature
allows investors to buy, trade, or redeem Invictus tokens directly
without the need for a third-party, or multiple blockchain transactions
— translating to significant savings on gas fees (even greater if you opt
to use an alternative chain, such as Binance Smart Chain). By using
the OTC desk, our users can directly interact with Invictus to facilitate
specific transaction prices and details, enabling investors to exit one
fund and enter into another seamlessly. The implementation of the
OTC desk further incentivizes the community to diversify themselves
across the wide range of investment products Invictus Capital has to
offer. In addition, investors are able to swap between the following
cryptocurrencies: ETH and USDT, as well as BTC and USDT.
8

The OTC exchange process:
1.

Investors are to contact the Invictus Whatsapp account on +27 82 286 9317
with the amount of fund tokens held and the fund to which they would like
to exchange. Other, additional messaging platforms may be considered
for these purposes at the discretion of Invictus Capital — please email

As an interim solution we will release a Platform upgrade in the
coming days that allows for the use of the low-fee Binance Smart
Chain (BSC) for investment inflows. Fund tokens will continue to
be issued on the Ethereum blockchain, whilst the ICAP staking
ecosystem and redemption processes will also remain unchanged.

omer@invictuscapital.com from your registered email address to facilitate
alternative arrangements.
2.

When the investor’s OTC request has been received, our desk will provide you
with a quotation for the transaction.

3.

Investors must accept the quotation on WhatsApp by responding within 5
minutes in order to lock in the fund token price. You may also decline the
quotation if you no longer want to continue the exchange. Any response after the

Our long-term vision for reducing transaction costs involves migrating
most of the blockchain transactions performed when interacting
with the Investor Portal to the Polygon (formerly Matic) Layer-2
blockchain. This is a significant undertaking from a backend and
blockchain engineering perspective and is expected to be complete
early in the third quarter.

5 minute period has elapsed will require a new quotation.
4.

After quotation acceptance, the investor will have one hour to send the agreed
number of tokens to our designated wallet address. After this hour period has
elapsed with no transaction, a new quotation will be required.

5.

2.6 Invictus Capital.com Token (ICAP) updates
Read the recently-released LitePaper here to learn more about how the Community token
functions and helps boost investment returns.

Once the investor’s fund tokens have been received by Invictus, they can expect

ICAP Prices

their exchanged tokens to be sent back to their designated wallet within 3 hours.

2.5 BSC integration and planned Ethereum Layer-2 scaling
solutions
Extremely high prices for transacting on the congested Ethereum
network have been a major issue hampering the investment
experience available through our platform, and we have been
forced to temporarily stray from offering investors access to
innovative alternative investment funds without any minimum
investment. Owing to the burden of gas costs incurred by Invictus
when onboarding new investors and processing investments and
redemptions, and to prevent excessive erosion of investment returns
from investors who may not fully grasp the implications of high gas
fees, a $100 minimum investment was implemented as a temporary
measure during this past quarter.

Source: info.uniswap.org

2.6.1 Quarter in review
Invictus investors who opted to lock up their fund tokens began to
earn the community reward token, ICAP, on 1 January. The reward
9

Over the quarter, a total of $113,777 was committed to buy-andburns (10% of Invictus Capital’s fee revenue), with the sum of 11,816
tokens ultimately destroyed at an average price of $9.63. This was
outpaced by the approximately 120,000 tokens issued — however,
it is important to note that we are still in the early, highly inflationary
period of token issuance and in the longer run it is expected that
token supply will fall, as growth in AUM and fee revenue ultimately
drives burn activity to a level that exceeds the rate of token issuance
(token issuance began at 10,000 per week and drops off to plateau at
only 1000 per week by fourth quarter 2022).

The Hyperion VC Fund was far and away the largest contributor to
buy-and-burns over the first quarter, following last quarter’s large
performance fee. However, with a smaller performance fee in the
first quarter, fees allocated to buy-and-burns in the second quarter
are likely to drop off somewhat, with the recent sharp growth in AUM
for the open-ended funds unable to make up for missing out on the
comparatively high VC performance fees of the prior quarter.
This, however, doesn’t mean the outlook for prices is necessarily
negative. ICAP trading conditions have improved dramatically
following the launch of the liquidity mining program (see Section
2.3 for more details), with market depth greatly improved. This has
important implications for the ICAP ecosystem, as frictions involved
in selling or buying ICAP are significantly reduced. This should
provide a boost to demand, as well as supply, with the impact on
prices ambiguous. By helping unleash speculative demand, it is quite
possible that we will see the price continue to climb over the quarter
on strong expectations for Invictus’ future prospects.
Historical fund fee breakdown

Fund fees

Individual fund contributions to 1st quarter buy-and-burns

Open-ended Funds' fees

token is aimed at supporting investment returns and helping to
facilitate growth in AUM and Invictus Capital’s earnings by leveraging
the power of community involvement. By any measure, the program
has been a wild success thus far, and has seen widespread takeup
— the value of all staked tokens topped $35 million by the end of the
quarter (around a third of all Invictus AUM) and continues to grow.
The token price has also appreciated significantly from its starting
price of $2.30 to over $13 at the time of writing.

*Open-ended funds exclude Hyperion and C20. These 2 Funds differ in that no new tokens
can be created, and thus have less room for sustained growth.
Since IHF contributes fees to buy-and-burns a full quarter in arrears (versus a month in arrears
for the other funds) this pie chart reflects 4th quarter IHF fees and December, January, and
February fees for the other funds.
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Speculative demand should also find support from the strong uptrend
for fund AUM, with a declining share of IHF fee revenue’s dominance
going forward seeming likely. This obviously bodes well for the
value that will be committed to buy-and-burns in the future and,
furthermore, would lead to added diversification benefits for the ICAP
revenue stream.
Invictus Capital AUM growth

Finally, with average AUM over March breaching the $100 million
mark, the proportion of fee revenue allocated to ICAP buy-and-burns
is set to increase in April to 10.5%. This should further support prices.
The next stretch goal is being set at $500 million AUM.
See the appropriate annexures for more detailed fee information.
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03 GLOBAL MARKET COMMENTARY

Global Market Moves

3.1 Traditional market commentary
3.1.1 Introduction
Following the exuberance shown by markets in the 4th quarter after
the November Vaccine Day and US election results, 2021 saw a clear
shift in the mood. One important catalyst was the Democrat’s earlyJanuary surprise victory in the US Senate race that makes passage
of extremely generous fiscal policies a possibility — as we saw over
the quarter with Biden’s $2 trillion stimulus deal (and a still-larger
infrastructure bill on the cards). Alongside this surprise, we’ve also
seen uncertainty around the future begin to bubble subtly beneath
markets, with market participants beginning to question some key
assumptions surrounding so-called reflation trades. This set of
trades relies on a rapid rebound to growth alongside elevated, but
contained inflation pressures and continued dovish central bank
policy, all enabled by a swift global vaccine rollout. This has seen
rising valuations in the financial industry (where a steepening of the
yield curve benefits banks), as well as materials companies and other
real sectors of the economy who stand to benefit most after suffering
last year.

Source: TradingView

Budding inflationary pressures beginning to be seen in commodity
markets, as well as expectations that governments will continue to
embark on debt-fuelled spending programs to avoid permanent scars
to their economies, have led the market to consider seriously the risk
that inflation may run too-hot and prompt the end of the ongoing,
massive monetary stimulus. This has been an important narrative
driving a weakness in longer-term global bonds (days of elevated
downside volatility coincide with broad market weakness), driving
yields higher and supporting the dollar — a change of pace from
last year where the dollar was under sustained pressure alongside
massive demand for bonds. However, adding to the confusion is
that rising bond yields are also typically associated with stronger
expectations for future growth — with opposing implications for the
path for growth and asset prices going forward.
However, in the absence of certainty over which effect dominates,
we’ve seen markets latch onto the more positive narratives more
than not, fixated on news stories praising the US vaccine rollout,
12

new stimulus plans, the ongoing manufacturing rebound and early
indications that services sectors — particularly those in economies
where the vaccine rollout is going well — are starting to show signs
of life. However, there is a good chance that valuations underplay
the very real threat that an uneven global vaccine rollout poses to
the global economy, or the inflationary risk of pumping more money
into cash-flush economies just as real economic activity begins
to normalize. Strong inflationary pressure would risk earlier-thanforecast interest rate hikes from central banks and crush valuations.

yields. Despite the bond market signalling expectations for inflation to
accelerate and average more than 2% over the next 10 years, the yellow
metal has failed to capitalize, with many market participants attributing
this to Bitcoin cannibalizing its demand as an inflation hedge. While
it may be too early to draw this conclusion, it is our view that over the
long run Bitcoin will ultimately emerge as the store of value victor (see
the crypto market commentary in Section 3.2.4 for a deeper analysis).
Longer-term yields on the rise

Green (a reading above 50) signifies expansion over that period, with red (a reading below 50)
indicating a slowdown. The shade of each colour signifies the pace of the expansion/slowdown.
Source: Bloomberg

As a result of this confidence we’ve seen equity markets continue
to perform remarkably well with a series of all-time highs. Despite
suffering this quarter relative to the broader market, the tech-heavy
Nasdaq 100 index is still up over 100% since the March 2020 crash.
The rotation that started on November’s Vaccine Day away from
pandemic hedges and into companies seen to benefit from a return
to normality continues apace, and crypto markets are also on a
tear — defying a strong dollar and rising real yields to find support
from an inflationary narrative alongside bullish growth expectations
and a flurry of institutional adoption. On the other hand, global
bond markets had a shocking quarter after looking overstretched
for some time, and gold has continued to struggle under strong
growth expectations which have been accompanied by rising real

Source: Board of Governors of the Federal Reserve System

The aforementioned views have recently been lent further credence
by the Federal Reserve’s recently upgraded forecast for the US
economy to rebound firmly, accompanied by short-lived inflationary
pressures and continued quantitative easing for the foreseeable
future. Furthermore, the IMF’s most recent World Economic Outlook,
published early April, estimates the global economy contracted by
only 1.1% in 2020 (upgraded from the previous 3.3% estimate), with
a whopping 2021 growth forecast of 6%. They claim that without the
incredibly swift and deep policy support offered by governments last
year, the recession could have been three times deeper.
13

However, should stronger-than-expected inflationary pressures begin
to manifest — even if growth is strong — we can expect the sell-off
in bonds to pick up steam as the likelihood of interest rate hikes rise,
weighing on equity valuations and risking a broader market correction
(that is likely to extend to cryptoassets, which have recently shown a
tight correlation to bond yields). This risk is further supported when
considering the Federal Reserve’s dual mandate of supporting full
employment alongside controlling inflation — with the implication that
inflation may be allowed to run hotter than is currently being priced in.
On the opposite end of the spectrum, there is a believable scenario
in which the pandemic continues to have an ongoing impact on
global economic activity, with the combined weight of unprecedented
monetary and fiscal stimulus being unable to prevent a prolonged
period of economic stagnation, weighing on company valuations and
asset prices more broadly.
Vaccine rollout begins, but not without bumps in the road
No market analysis would be complete without at least a brief
assessment of the where the world currently stands with regards to
the pandemic. While some countries such as Israel, the US, and the
UK are so far doing a generally excellent job of rolling out vaccines,
other countries’ populations are less fortunate, with many currently
in the throes of a third vaccine wave, albeit a generally less deadly
one. While doubts over the AstraZeneca vaccine in Europe (and now
the US) have delayed the rollout, the region has done a poor job of
distributing the uncontroversial vaccines, too. However, with the
continent’s well-developed healthcare system and relatively capable
governments, the prospects of things improving are good.

Vaccination rates by continent
Doses administrated per 100 people
North America

35

Europe

21

South America

12

Asia

7.7

Oceania
Africa

2.9
1

Source: Our World In Data

Even in regions where cases are under control and the vaccine has
been relatively well distributed there is still strong evidence from
Google mobility data that economic activity is a far cry from normal
just yet.
Adding to the threat, new variants that are being announced weekly
continue to pose a challenge, and necessitate ongoing vaccine
research and development. The risk is that the virus will be able
to mutate freely in the regions of the world most unable to afford
economic lockdowns; with this cohort of countries also woefully
undersupplied with vaccines. This threatens to thwart researchers
and threatens the economic rebound. Even if all goes relatively
smoothly on the vaccine front, it is unlikely that COVID-19 will be
vanquished by 2023.

14

Confirmed vaccine procurement

Adding to hopes for a continued strong rebound — but also to
inflationary risks — are the massive spending plans passed over
the quarter by the US government. Biden’s stimulus package is
truly remarkable in its size, and justifies the sentiment-boosting
effect it’s having on markets. The chart above reflects spending
already planned and authorized, and does not include Biden’s most
recent proposal for a $2.25 trillion infrastructure plan, with another
mystery family-focused plan also on the cards. These are hoped to
be funded partially from increased corporate taxes, which may be a
healthy means of limiting the inflationary pressure, but are relatively
unpopular, even amongst many Democrats.

200
180
160
140
120
100
80
60
40
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territory
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Source: Duke Global Health Innovation Center, Johns Hopkins University COVID-19 statistics and
national government reports via Our World In Data

Markets awed by US fiscal barrage, with the assault to continue
Biden Stimulus
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The short-term path for the global economy is relatively clear if
vaccines continue to be rolled out, with it appearing that governments
and central banks stand ready to do almost anything to prevent
a deflationary depression from setting in. However, beyond the
immediate future, the complexity and unprecedented nature of the
shock the pandemic has inflicted on the financial system makes it
impossible to predict with any certainty where we’ll end up.
Arguments for inflationary pressures being too much to bear rest
on the assumption that aggregate levels of economic activity return
to normal relatively quickly. Even if there are permanent changes
to spending patterns, as long as consumers (particularly in the US)
unleash the massive levels of savings that they have accumulated
over the last year, it is likely that elevated pressure will be placed
on prices of certain goods and services — even if the nature of the
pressure is novel and more difficult to measure accurately.

Source: Capital Economics
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Money Printing

example, with their aging population coupled with extreme monetary
stimulus still not yet manifesting in much-wanted inflation. The
opposite relationship seems to hold, with a tight positive correlation
between the growth rate of the labour force and wages — potentially
explained by greater levels of automation. The fact is that current
levels of inflation are a relatively recent phenomenon associated with
the population explosion that began in the 1900s and helped lead to
the downfall of hard monetary systems.
Ultra long-term inflation

High savings rates signal the potential for powerful spending forces to be unleashed, driving
a rebound in velocity of money while the Fed is drowning markets in liquidity — probably a
good thing for the pace of recovery, but clearly a worry for those betting on inflation remaining
relatively contained, and central banks remaining accommodative over the medium term.
Source: Board of Governors of the Federal Reserve System

Even before the pandemic, arguments raged about whether the
world was due for a reversal in the long-standing trend for declining
inflation and central banks in many developed economies struggling
to meet their inflation targets. These arguments hinge on growing
aging populations. This is claimed to spur inflation through the
resulting added fiscal burden — with inflation an easier way out for
governments than implementing cuts to government pensions and
healthcare spending. Additionally, as the working population will
begin to make up a smaller cohort in society, labor may command
more power in labor bargaining, helping return stagnating real wages
to the path of growth. A maturing Chinese economy less focused
on export-led growth and beginning to be impacted by decades of
the One Child Policy is also an important consideration for the latter
argument on a macro scale.
Arguments to the contrary generally invoke Japan as a relevant

Source: Deutsche Bank, GFD, Note: Data is rebased at 1900 for all countries.

It is key to note that even the pessimistic market watchers are not too
concerned with runaway, or hyperinflationary conditions developing.
Central banking has come a long way from where it was in the 70s
and it is believed that monetary authorities would be able to step in
to quell inflation if necessary — however, if this requires aggressive
removal of liquidity, there is a major risk to the short term returns in
financial markets, and more worryingly, the long-term health of the
economy. However, the Fed’s dual mandate does pose concerns that
markets may be underestimating how hot the Fed is willing to let the
economy run, especially in the context of continued fiscal bazookas.
With all the uncertainty prevailing in traditional markets, it’ll be
interesting to see how it all plays out over the next couple of
months. With equity and bond market correlations to the crypto
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markets breaking down in recent quarters, now is a great time to
diversify and future-proof your portfolio by investing into our alternative
cryptocurrency investment funds — particularly if you have conviction in
the inflationary growth narrative. If you’re a more conservative investor,
our interest-bearing fund, IML, has shown best-in-class performance of
20% APY in the last quarter — putting traditional fixed-income returns to
shame and offering a fantastic substitute to the bond market.

Bond markets

3.1.2 Traditional asset class blitz
Equities
Source: TradingView

•
•
•
•
•

All bond markets suffered in unison over the first quarter, despite
entering with very different trajectories as growing inflation
expectations supported expectations for earlier-than-expected
interest rate hikes (interest rates are inversely proportional to
bond prices).
IML’s performance continues to dominate bond exposure.

Foreign exchange

•
•

•

Source: TradingView

Massive rotation catalysed by November’s vaccine news still
underway, with energy companies and banks key beneficiaries.
Resource and finance-heavy European equity indices the
standout performer, benefitting from reflation trades and steeper
yield curves.
Tech sector under pressure from rising yields and rotation out of
pandemic hedges.

Source: TradingView
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•

•

Dollar’s decline has taken a break as safe-haven demand surges
with rising bond yields, with the euro under notable pressure on
the back of a disappointing vaccine rollout.
Other currencies were fairly flat relative to the dollar, as markets
struggle to digest the macroeconomic implications of a
constantly-evolving pandemic situation.

Commodities

3.2 Cryptoasset market commentary
3.2.1 Introduction
The crypto market accelerated into 2021, closing positive for a
fourth consecutive quarter as the market capitalization surpassed
$1 trillion on January 7 and eclipsed $2 trillion just 3 months later.
The narratives driving the world’s fastest-growing asset class have
evolved at an equal pace, with higher prices and new applications
attracting an influx of both retail and institutional market participants.
Digital assets are permeating new communities. DeFi and more
recently NFT’s have shown how each wave of innovation captures
new users and furthers crypto’s reach, not only revolutionizing
financial services but also enabling a spectrum of novel innovations
involving collectibles and digital art.
3.2.2 Bitcoin continues to lead the market

Source: TradingView

•

Rebounding demand (and expectations for robust future demand)
led industrial commodity prices further up over the quarter, with
oil prices soaring (but remaining at relatively low levels historically
— around $60/bbl).

•

Gold prices suffered under the weight of rising bond yields and
bullishness about the path for the economic recovery.

•

Suez Canal blockage added additional upwards price pressure for
some commodities that may persist over the short term.

•

Iron ore prices took a breather on modest Chinese growth targets
and the massive run-up in prices in recent years.

Leading this financial restructuring, Bitcoin has cemented itself as
the prominent digital store of value. This quarter’s newsflow was
again dominated by institutional players who continue to recognize
its significance while making strong investments to match. Bitcoin’s
economic incentives are irresistible to not only retail investors but
the largest TradFi (traditional finance) institutions. The effect of these
players has been evident in Bitcoin’s price action. January saw the
so-called ‘infinite bid’ at the $30,000 level, where buyers, especially
on Coinbase, continually stepped in at any sign of market weakness.
In the short term, their activity was proven by on-chain withdrawals
suggesting long-term accumulation. The most noteworthy of those
buyers was Tesla, who not only accumulated $1.5 billion dollars
worth at $33,000 per bitcoin, but are since hosting their own nodes
to accept Bitcoin for their electric vehicles.
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Coinbase BTC outflows have characterized institutional
accumulation throughout this bull run

or the December 2018 collapse to $3,000) or externally-induced
(March 2019 COVID crash). Defying any comparisons to tulip mania,
Bitcoin has proven its resilience and is now on the cusp of global
acceptance. Many consider this an inflection point, seeing the firstborn crypto as a critical financial asset amid growing fears of fiat
currency debasement and technological upheaval.
Is $100,000 next? The famed stock-to-flow model is back in play

Source: CryptoQuant

The U-turn in narratives by investment banks continue to amuse crypto
investors while validating their thesis. Bitcoin is now widely considered
a necessary constituent of modern portfolios, which a Yale economist
concluded should be as high as 6%. Among the investment banks
who have announced crypto offerings, infrastructure investments, and
research desks are Goldman Sachs, JPMorgan Chase, Morgan Stanley,
Deutsche Bank, and Citibank. The list is growing, while the “crypto is a
scam” narrative wanes. The institutional demand is clearly strong, and
those who refuse to serve their clients’ demand are likely to lose out.
TradFi money managers bring not only a wealth of capital but also
experience. Their strategies of dip-buying and systematic profit-taking,
which have proven immensely profitable over decades in the equities
markets, are applicable to this higher volatility environment. However,
as Bitcoin continues to mature as a financial asset, the broader range
of risk appetites and growing array of derivatives markets are likely to
continue to reduce long-term volatility, while lessening the likelihood of
80% pullbacks seen in the past.
There is a strong notion that we are currently witnessing a supercycle.
While we appreciate the irony in “this time it’s different,” this bull
market has shown an appetite for continuation beyond any prudent
predictions. Crypto markets have thus far bounced back from market
meltdowns that were both internally-induced (the 2013 Mt. Gox hack,

Source: Bloomberg Finance L.P., J.P. Morgan

3.2.3 The long-term crypto (DeFi) investment thesis
To take a step back during this bull run to revisit some of the
principles behind the crypto investment thesis seems a logical
exercise, providing an opportunity to gauge the strength of crypto’s
tailwinds — and more specifically the DeFi industry that has so
recently erupted into the crypto mainstream.
Over the past 20 years, digitization has proven a pivotal force,
revolutionizing social interaction through the now omnipresent
layer of the internet and now finding a second wind as digital
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forces revolutionize financial assets, a sector which before crypto
was largely resilient to change. Decentralization, not in terms of
blockchain technology, but on a macro societal level, how people
socialize and work, was accelerated by COVID. In our collective
isolation we relied heavily on decentralized social interactions, moved
much of our economic activity online, and it follows that a financial
layer native to the internet is a natural progression.
The level of trust in centralized institutions, especially financial ones,
continues to fall. The financial crisis in the late 2000s was a catalyst,
and those levels of trust are unlikely to be recovered. More recently,
the GameStop short squeeze caused by the WallStreetBets subreddit
showed the collective power of retail traders, although through
the efforts to undermine their collective success they ultimately
learned the invisible rules of the TradFi system. Although indirectly,
crypto was arguably one of the winners out of this movement, as it
caused many participants to question the unfairness of the playing
field, leading them to consider the transparent, immutable, and
permissionless cryptoverse as an improvement on legacy systems.
Despite its controversial role, Robinhood saw a 460% increase in
crypto traders in the first quarter.
This erosion of trust is not only external. Insiders are well aware
of the shortcomings and recognize how ripe their own industry
is for disruption, now investing their money in their decentralized
competitors. TradFi’s view of crypto has undergone substantial
change in the past year. Although the lack of engagement and
understanding persists, it seems unlikely that these highly
sophisticated investors resist adding crypto and its growing
derivatives offerings to their portfolios.
Investment banking was once the major destination for top
graduates, with little competition. But this began to change as
the entrepreneurial, innovative spirit of the 80s was thwarted by

regulations, controls, and compliance in the 90s. Big tech began to
compete, offering the dynamic environment that had been lost. A
similar shift is currently happening, this time from big tech towards
crypto, as corporate giants lose their ability to keep up with the pace
of crypto, which is taking over as the innovative frontier. As it stands,
opening a bank account typically takes 30 to 40 clicks and anywhere
from a week to 2 months to open, with clients often treated as guilty
until they prove otherwise. In contrast, permissionless networks allow
for a wallet to be set up in seconds.
TradFi’s encumbrance of bureaucracy and entrenched power
structures leaves it poorly suited to move at the disruptive speed of
innovation online. Their failure to grasp the disintermediating power
of the internet has already cost market share in other sectors. Some
exceptions exist, of course, but the disruptive outcome is more likely
as the speed of change and innovation accelerates.
Lastly, to revisit a trend which we covered in last year’s Q2 report, the
wealth transfer into the hands of younger generations who are far
more likely to invest in crypto is arguably the knockout factor which
would suggest that crypto’s recent rise is just the first two of many
trillions. New asset classes are an incredibly unique opportunity
and an exciting place to be. Crypto is a platform that represents an
opportunity for normal people to find wealth, to reach their financial
goals despite their starting point, the 21st century’s very own wild
west.
3.2.4 Bitcoin devours gold
As far as use-cases for financial assets are concerned, being the
store of value is alpha. As gold has proven, the value that accrues
to a store-of-value asset can extend far beyond its immediate value
in use. Any outcome where Bitcoin does not become the dominant
store of value is a compromise of its full potential. Bitcoin has long
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been described as digital gold, and we previously noted significant
correlations between the two, as Bitcoin price action often mirrored that
of gold, especially around key inflation events.
However, more recently, the performance gap between the two has
widened as Bitcoin has more and more begun to resemble a risk asset
that thrives under inflationary, high-growth conditions. The digitization of
money continues to be embraced and supports a preference for Bitcoin
over gold, whose ETF holdings flipped to net outflows in late 2020,
signalling falling demand for exposure. In contrast, institutional demand
for crypto exposure has risen over 6 times since October 2020, with both
technical and fundamental indicators suggesting that this trend is still in
its infancy.
Cumulative flows in all Bitcoins funds and Gold ETF holdings
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It’s worth noting that being a store of value comes at a cost. Because
robustness, certainty, and absolute security are cherished principles,
this slows down the community’s willingness to innovate to suit new
use cases, as the risks of compromising its integrity or exposing
itself to new attack vectors outweigh potential gains. However, this is
positive for the ecosystem overall as it allows for the value accrual to
trickle down to other cryptoassets.
It has been eight years since the first Bitcoin ETF was proposed by
the Winklevoss Bitcoin Trust, with efforts by a number of sponsors
like Bitwise and VanEck so far unable to convince the SEC. However,
the grounds on which the regulators dismissed them have improved
significantly. Whereas Bitcoin price discovery was once dominated
by BitMEX, an unregulated derivatives exchange, significant regulated
markets across the world now contribute to a less manipulatable
market. The demand for Bitcoin as an inflation hedge and the growing
consensus around its legitimacy are pointing towards a long-awaited
approval for VanEck’s Bitcoin ETF under the SEC’s more crypto-positive
Gary Gensler, with deadlines queued up ahead of the final deadline
in November. This would be yet another massive step forward,
broadening traditional access to the first-born crypto.
Looking forward, the highly anticipated Coinbase public listing may
prove to be the dawn of a new era. Historically, massive public
offerings have ushered in new paradigms that have reshaped
industries for years to come. What Microsoft did for software in 1986,
what Facebook did for social media in 2012, and what Uber did to
mobile on demand, are perhaps useful hints for what we are currently
witnessing with Coinbase.

Bitcoin reached 10% of gold’s market cap in December and has since
set its near-term sights on silver. At the $74,950 price level, Bitcoin’s
value overtakes all of the world’s silver, assuming its current market
capitalization of $1.4 trillion.
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4.1.1 Venture commentary
Over the past year we have witnessed a resounding change in
momentum within the cryptoasset space. The elevated interest
amongst large global institutional investors has no doubt breathed
fresh air into the sails of the blockchain industry. Throughout the
quarter, it has been interesting to witness the direct correlation
between the bitcoin price and startup activity within the sector.
Although the Hyperion fund is currently fully invested, the team
at Invictus Capital have seen a notable uptick this year in funding
applications from blockchain startups around the world. It is as
though the multi-year crypto winter has ended with spring fever
amongst developers and entrepreneurs alike. The strength of these
startups and the talent that is being attracted bodes well for the
longevity of the industry, as heightened interest garners prospects for
breakthrough technologies within the space. For the venture capital
industry, this relationship between price and startup activity is an
interesting one to explore.

the first quarter of 2021, spanning a total of 239 deals. This boom in
funding coincides with the bullish sentiment seen across the board
for digital assets from late 2020 to present. The last surge in VC
funding rounds for the sector came in 2018, towards the tail end of
the last bull cycle. It is important to note that VC funding is not related
to the flurry of capital raised through the ICO mechanism throughout
2017/18, but instead venture capital firms taking an equity stake in
startups.
If we compare the above graph which illustrates the VC deal count
and value within the global blockchain sector to that of a log-scale
Bitcoin price graph below, we can see that a clear correlation
emerges. Price action is fueling interest amongst both entrepreneurs
and VC firms, and therefore acting as a leading indicator for industry
growth. This is quite the contrary in traditional market sectors, where
price is often a lagging indicator for growth. It is interesting to note
that the first quarter of 2021 had more dollar funding than the whole
of 2020 combined. This solidifies the notion that price action has a
remarkable influence over the interest amongst VC firms.
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Comparing the latest VC funding rounds to those of the 2018 cycle,
we have noticed that there has been a fundamental shift in the
focus areas. 2018 funding largely catered for startups that centered
around retail adoption, specifically trading and mining operations,
whereas more recently we have seen a shift towards the biggest
deals focussing on the facilitation of institutional entrants. This can
be seen by firms such as Chainalysis, the developer of a compliance
platform for banks and governments, securing a $100 million
Series D round led by Paradigm in the first quarter. Lukka, a leading
institutional-grade middle and back office crypto asset software and
data provider, raised $53 million in a Series D, led by the likes of Soros
Fund Management. This comes at a time when demand amongst
the traditional financial services industry requires mature software
and data solutions to support business operations in servicing the
burgeoning adoption of digital assets by their clients.
The concept of price being a leading indicator for growth within the
blockchain industry has previously been explored by the likes of
a16z, who coined the Crypto Price-Innovation Cycle. People who are
familiar with the blockchain sector are very much aware of the bull
and bear cycles it undergoes. Underlying the pricing cycle, however, is
a cycle of innovative interest being garnered by technologists around
the world.

Price

Interest

New Ideas

Startups &
Projects

The initial phase of the cycle involves the price of digital assets
going up, which inadvertently fuels interest and social media activity
amongst market participants. This renewed interest in the sector
attracts a fresh breed of innovators and entrepreneurs, sparking new
ideas and code. This flurry of interest and ideas culminates in new
startup companies being founded with unique, cutting-edge solutions
that Venture Capital firms ultimately invest in. The success of many
of these startups creates a feedback loop that further invokes price
action within the digital asset sector, thereby commencing a new
cycle.
The momentum in this cycle has already started to gain traction
with a number of large VC firms such as Polychain Capital, Pantera,
Blockchain Capital, Union Square Ventures and a16z dedicating
billions in combined capital towards building out the ecosystem. We
are going to see a continued influx of entrepreneurs in the space who
are seeking funding to flesh out their visions, and with a war chest
of financing available around the world we can only expect to see
significant change over the coming years.
One of the key industries investing in blockchain startups over the
past year, and one that may come as a surprise to many, is the
banking sector. Cryptocurrency has largely been dubbed a major
threat to the banks, however many of them are setting up research
centres, and even their own digital currencies and blockchains, in an
effort to make their own internal operations more efficient.

Source: a16z
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Where US banks are betting on fintech

US bank-backed deals to Fintech startups by category, 2010- 2020
Capital Markets

93

Wealth & Asset Management

46

SMB

37

Blockchain & Crypto

34

Payments

31

Alternative Lending

30

Real Estate

21

Data & Analytics

18

Banking
Insurance
Infrastructure
Other

competitor, they seem to be embracing the technology as a means
to enhance their own service offerings. As the age old adage goes, “If
you can’t beat em, join em.”

13
11
10
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Source: CBINSIGHTS

Jamie Dimon, CEO of JP Morgan, has long been touted as a firm
critic of digital currencies, hailing Bitcoin as “worse than tulip bulbs”,
and a “fraud.” Lloyd Blankfein, senior chairman of Goldman Sachs,
echoed these thoughts, saying, “Something that moves 20% overnight
does not feel like a currency. It is a vehicle to perpetrate fraud.”
There has been a definitive shift in the tone of banks recently towards
the blockchain industry. JP Morgan has launched not only its own
currency, JPM Coin, but its Blockchain Center of Excellence, which
actively researches blockchain and its potential uses in order to
develop their own technology and try out solutions across its various
business divisions. Goldman Sachs has been an active investor in
Blockchain startups for some time now, and are looking to launch
their own custody solution.
Distributed Ledger Technology has many use cases, however, the
largest and most imminent potential for disruption lies within the
$5+ trillion banking industry, by disintermediating the key services
that banks provide. The banking industry seems to be taking note
of this looming threat, and instead of trying to take it head on as a

This institutional participation is exactly what the industry needs
to foster new, innovative solutions. Not only that, but having large,
trusted (for the most part) institutions entering the space provides
a level of confidence to many of those sitting on the sidelines. The
more of these cycles we go through, the stronger and more inclusive
the industry seems to become, until such a point where digital assets
and blockchain technology are a part of our everyday lives, whether
we know it or not.

4.1.2 Hyperion fund overview
The Hyperion Fund is renowned as the world’s first tokenized venture
capital fund. The team at Invictus Capital has democratized an asset
class that was previously only accessible to qualified investors or
institutions. Through fractional tokenization, fund participants are
able to gain custom exposure to early stage investments in the field
of blockchain technology. Launched in June 2018, the fund has
proven to be a huge success over the years, providing investors with
a sound return profile and secondary market liquidity.
IHF tokens currently have their primary centralized exchange listing
on HitBTC, with total trade volumes in the region of 10 million IHF for
the quarter. This excludes the liquidity located on the decentralized
exchange, Uniswap. Secondary market liquidity is one of the key
benefits of the Hyperion Fund and the IHF token, as traditional
venture capital funds are for the most part illiquid until fund closure.
The ability for market participants to not only acquire exposure
to exciting startup companies, but the freedom to add to their
investment, or disinvest as they please is certainly a world’s first. The
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token price is generally bound to the Net Asset Value (NAV) price per
token that Invictus Capital which is made available on the website.
The token may, however, trade at a discount or premium to the NAV
price, based on supply and demand dynamics. It has been interesting
to note that the IHF token price has been trading at a premium to
NAV for much of the first quarter. Investors wishing to sell their
tokens have therefore been able to realize a good return on their
investment.
IHF Exchange Price

Source: HitBTC

Since the launch of the InvictusCapital.com Token (ICAP) rewards
programme, it has been astounding to see the amount of IHF
tokens that the Invictus community has staked. Currently ~60% of
all IHF tokens (71 million) have been locked up for periods of up to
one year. This allows investors to earn an additional yield on their
Hyperion investment over the longer term. Venture capital should
be considered a long term investment by traditional standards,
generating value from its portfolio companies as their visions come
to fruition over the years. It is therefore advised that token holders

who have not already staked their tokens, look to take part in the ICAP
rewards program. For more information on how to take part, please
see the recently-released Litepaper.
Future of Hyperion:
When Hyperion first launched in June 2018, the original mandate of
the fund was to invest in the top up and coming Initial Coin Offerings
(ICOs) of the time. The strategy would entail taking part in the presale offerings of the token projects, and thereby benefit from larger
bonuses or discounts due to the size of Hyperion’s contribution. In
2017 and 2018, the returns from these ICO’s were for the most part
stellar and the short holding period would mean that the Hyperion
fund could gain constant liquidity for new investments. Due to the
bear market that ensued from mid 2018, and the subsequent collapse
of the ICO environment, the Hyperion fund took the strategic decision
to focus only on equity stake positions in startups. This decision
has proved to be highly successful, with most of our equity portfolio
showing strong returns since inception. Token investments made in
the fund’s vintage year have for the most part been entirely impaired
on the fund’s balance sheet and now account for less than 1% of the
total fund value.
Since inception, the Hyperion fund has made a total of eleven
investments, of which six have been tokenized investments, and five
equity positions. Of the six token investments, only Lightstreams
still remains on the Hyperion balance sheet. The success rate of the
equity positions has been far higher however, with 3 appreciating
significantly in value, one currently held at cost, and one having been
impaired. To put this into contrast, generally speaking venture capital
is an extremely risky form of investment with up to 80% of startups
failing, 10% roughly breaking even, and 10% making significant gains
for the funds. As it stands, 60% of the equity positions taken by the
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Hyperion fund have returned multiples of their original investment.
This is a stellar hit rate by any VC standards and we look forward to
what the future holds for the Hyperion portfolio.

restructure accordingly. Currently there is no end date planned for the
Hyperion fund and Invictus Capital will seek to make reinvestments
into new cutting edge startups as liquidity events allow. As the fund
grows in assets under management, so too will the buy-and-burn
distributions for its token holders, as 50% of all realized gains over
$30m will be allocated towards buying back tokens from secondary
markets where it trades under the token NAV.
Performance

Source: Failory

With respect to the Hyperion Fund lifecycle, traditionally speaking
venture capital funds have a lifespan of 8 to 12 years. During this time
it needs to enter into and exit from all of its investments. At the end of
the fund’s life, a liquidity event will generally occur and all the limited
partners receive distributions proportional to their stake in the fund.
The VC firm will in most cases then seek to launch a follow-on fund
based on the success of their previous one.
The Hyperion fund is unique in that it already provides liquidity for its
token holders on an ongoing basis, and therefore token holders can
exit their positions as they see fit. This is not the case for traditional
VCs whereby liquidity can only be provided at the end of the fund’s
life. This essentially allows for Hyperion to operate in perpetuity.
Liquidity events within the fund, such as the sale of shares via an
IPO or buyout, can be reinvested in further startup companies. IHF
token holders can then choose whether or not they see the Hyperion
portfolio allocation as a good long term investment or not, and

The crypto market and blockchain industry as a whole has seen
significant growth over the quarter with some exciting developments
in the pipeline for a number of Hyperion portfolio companies. We
should start to see this momentum in the market start to translate
into some tangible growth across the board for our holding
companies. It must be noted that the Hyperion fund is a vehicle that
holds equity positions in startup companies and is therefore not
directly correlated to the surge in digital asset prices over the period.
Equity is valued at what can reasonably and fairly be expected in the
event of a sale on the secondary market.
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A revaluation has been conducted for Syntropy over the quarter,
accounting for the performance achieved by the Hyperion fund
for the period. The team at Syntropy (formally NOIA) have done an
amazing job at growing their intellectual property and expanding their
operations over the past months. A valuation that fits their growth,
and one that can reasonably be achieved in a funding round, has
been applied.
It is important to remember that Invictus Capital has a fiduciary
responsibility to ensure that we do not make hasty valuation
decisions for the sake of simply increasing the Net Asset Value
of the fund. It is important for the integrity of the fund to maintain
international standards of fair value of startups. The team at Invictus
Capital are heavily invested in the fund, meaning that we have
skin in the game, and back our investments for superior long term
performance. We do, however, need to maintain a consistent stance,
while following industry best practices and maintain standards at the
highest level when deciding whether to revalue a company, and until
we receive the necessary data required to satisfy these standards,
we will always opt for the safe route of holding the valuation constant
in order to best protect the interest of both current and future token
holders. The lifecycle of a venture capital investment is typically
5-10 years, and a startup can often go a number of years without
a revaluation. We will continue to stress that IHF is a long term
investment that fills a specific niche of demand and is unlike most
digital assets, which tend to be frequently traded as part of the price
discovery process.
Since Hyperion Fund inception in June 2018, the fund has returned
a 3x for its token holders, a multiple that most venture capital funds
strive to achieve over a 10 year period. The portfolio companies
have bright future prospects, and we can say with confidence that
we expect fund performance to be stellar over the coming year/s.

Total IHF return since inception equates to 223.8%. The IHF token
currently has a NAV of $0.2477, equating to an appreciation of
3.92% for the quarter.
Fund Inception
31/5/18
Net Asset Value ($)
IHF Total Supply*
IHF/USD

Q4 2020

Q1 2021

Change Since
Inception

$9,400,335

$28,522,532

$29,641,074

215.32%

122,852,180

119,662,263

119,662,263

-2.6%

$0.077

$0.238

$0.248

223.8%

Equity
Investments (99.79%)
Liquidity Pool (0.02%)
Listed Tokens (0.2%)

Buy and burns
The first quarter did not see the Hyperion fund conduct any further
buy-and-burns, and with little liquidity in the fund we do not foresee
any taking place over the second quarter. The IHF token price has
traded close to, or in some cases above NAV throughout the quarter.
Investors looking to exit their positions have therefore had great
opportunities to realize a fair value for their investment, which is
ultimately the purpose of the buy-and-burn mechanism. This is a
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strong indication of the bullish sentiment surrounding the long term
future prospects of the Hyperion Fund. Throughout 2020 a number of
buy-and-burn events took place. The purpose of the buy-and-burn is
to distribute value back to token holders and allow fund participants
to realize a fair value for their holding should they wish to exit their
position. This is conducted in the same manner as share buybacks
which are done in the traditional equity markets as an alternative to
dividend payouts. The buy-and-burn activity will inextricably tie the
IHF token value to the Net Asset Value per token that the Invictus
Capital team calculates on a quarterly basis. A total of $268,531
was used in 2020 to conduct buy and burns which resulted in a total
of 3,189,917 tokens being purchased and then burnt, reducing the
total circulating supply. Due to these tokens being purchased below
the prevailing token NAV, an additional $166,685 worth of value was
captured for long term token holders. For further information on the
buy and burn mechanics, please see the Hyperion section of the
annexure.

The Hyperion Fund portfolio companies are poised for some major
growth events over the next quarter which may result in significant
value-add to the portfolio. To until such a time as the data is clear, we
remain conservative in our valuation policies to prevent any conflict
of interest between Invictus Capital revenue, and abiding by industry
standards for fair value. Invictus Capital and Hyperion will continue
to monitor and support its portfolio companies in any way we can.
The Fund is currently not seeking to make further investments over
the immediate term as the fund holds little in the way of liquid assets,
however, the team will constantly be looking for new opportunities
such that when we have a liquidity event, we are able to execute
with relative ease. We can say with a high degree of certainty that
2021 will continue to be a great year for Hyperion and its portfolio
companies.

4.1.4 Hyperion portfolio company updates:

4.1.3 Outlook
If the first quarter of 2021 is anything to go by, the blockchain
industry is set for a wild ride throughout the rest of the year and
beyond. Coinbase, the U.S based digital asset exchange is set to
conduct its IPO and subsequent listing on the Nasdaq on 14 April.
This will be the first crypto company to list via an IPO and will set
precedent for the rest of the digital asset market. We have seen
venture capital funding rounds in the first quarter alone exceed
those made over the whole of 2020. The amount of capital flowing
into the sector is astounding and bodes well for the longevity of the
blockchain industry. With larger institutions starting to take note and
get involved within the space, this starts to create a positive feedback
loop amongst those sitting on the sidelines waiting to participate.

Quantfury, Hyperion’s largest investment to date, continues to grow
in strides. The trading app has been experiencing constant growth
in its trade volumes, reaching over $40 billion for the quarter and
crossing the 25,000 active users mark. This amounts to a 48%
increase relative to Q4 2020, and an astonishing 184% since Q1
2020. The team at Quantfury added liquidity via the decentralized
exchange, Uniswap, during the quarter for their QTF token. The QTF
token provides its holders with a share in the spread revenues of the
trading app on a monthly basis. All trades conducted on the app are
publicly verifiable via the blockchain, utilizing the IPFS file system.
The team have subsequently lifted the liquidity from Uniswap as they
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have hinted towards a major exchange listing in Q2. This will be a
monumental achievement for the team and will no doubt garner a
fresh wave of users to their revolutionary trading app. To see further
details on the QTF token, visit the Quantfury website, or consult their
telegram group.
The business is doing exceptionally well and they have recently
acquired a broker-dealer licensed entity in the Bahamas, which
undoubtedly will pave the way for further product and market
expansion. The team is constantly pushing updates and
improvements to the app, available on both iOS and Android. To
experience straightforward, zero-fee trading, visit your relevant app
store and download the Quantfury app for easy access to global
markets.

Syntropy has achieved several major milestones in recent weeks.
The project launched self-service for its tech stack (making it easier
to drive mass adoption) and executed the Genesis Node Event for its
global internet intelligence layer (which uses NOIA tokens to optimize
web traffic, cutting latency by up to 80%). With several weeks
remaining in its #60DaysofGrowth initiative, Syntropy is on the verge
of achieving more than a dozen additional milestones, including the
launch of a VPN product capable of bringing millions of users onto its
network.
A number of high level executives have joined the Syntropy board
recently to help scale their business towards large scale enterprise
adoption. Shawn Hakl is a well-established figure with deep
experience in the technology and telecom industries that are central
to Syntropy’s business goals. He currently serves as a partner at
Microsoft, overseeing the development of Microsoft’s Azure for

Operators strategy. Roman Pacewicz is a senior executive with broad
knowledge and experience across the industry. He was formerly the
Chief Product Officer at AT&T, where he was responsible for AT&T’s
business product portfolios. Together with the well accomplished
team at Syntropy, these industry heavyweights look set to launch the
Syntropy stack into the mainstream over the coming months.

It was with great sadness this past quarter that we learned of the
passing of Jorge Farias, Cryptobuyer CEO, founder, and a titan
of the industry in Latin America. Over the last few years, Jorge
wholeheartedly pursued his mission of driving crypto adoption in
developing markets through Cryptobuyer. It has been an absolute
pleasure working with Jorge on this journey, being able to play a part
in driving forward his vision for the region via investments from the
Hyperion Fund. Jorge was an amazing man, passionate and dedicated
to his work and family. Our deepest condolences go out to Jorge’s
family and colleagues, who have been left with a gaping hole in their
lives following his untimely passing. We hope his legacy will continue
to live on and that his immense impact on the region’s industry will
continue to be celebrated.
Jorge had worked tirelessly on the much anticipated launch of his fully
fiat integrated crypto exchange. The team at Cryptobuyer have been
awarded the only cryptocurrency exchange license within the Latin
American region to date, a true testament to their local presence and
trustworthiness within the region’s blockchain and financial industry.
The exchange is domiciled in Panama with the aim to serve the
broader Latin American region — an area that has shown immense
interest in the burgeoning crypto asset class. The remaining founders
of Cryptobuyer are committed to uphold the legacy of Jorge and bring
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his already successful business to full fruition. More details will be
provided as we learn of the continuity plans provided by the team.

Following the revaluation of OVEX last quarter, the team continues on
their remarkable growth story. The company has been achieving 30%
month-on-month revenue growth for the past 18 months and there
seems to be no slowing down. Jon Ovadia, the CEO, has expressed
interest in global expansion to markets including the U.K, the U.A.E,
Canada, Kenya, and Nigeria. OVEX is currently setting up a proprietary
trading desk in Dubai that will aim to service this rapidly emerging
crypto market. This expansion requires significant growth in
headcount and the team are currently recruiting to more than double
their staff.
The primary business of OVEX is to offer a high-volume, highliquidity over-the-counter trading venue that provides high net
worth individuals and institutional investors a secure, private,
and personalized trading service. Additionally, the platform offers
execution, fast settlement, and insured custody to its clients.
In an interview with The Block in March, OVEX expressed interest
in conducting an exclusive funding round with a strategic investor.
Alameda Research, owner of FTX Exchange, has taken up an equity
stake in the firm and will be assisting with further expansion across
the jurisdictions.

Lightstreams are excited to announce the upcoming launch of their
new Lightstreams wallet. This will be a wallet that will support new
features for DeFi apps that are currently not possible with other
wallets today.
From the inception of Lightstreams, their vision has been to enable
decentralized access control of digital content and assets via
smart contracts. This is something that they have been working
on for some time, and now something has captured mainstream
attention within this space. An NFT is essentially a smart contract
that manages ownership and transfer of ownership of a digital asset
between user wallets.
Even though NFTs promise many new possibilities, there are
technological gaps limiting this market that the team believe
Lightstreams is in a perfect position to capitalise on. The main issue
is that NFT owners don’t have absolute possession and control of the
underlying asset they are supposed to own. In an NFT transaction,
the new owner only purchases a fingerprint reference to the asset.
The real asset can be copied multiple times and the NFT owner has
no authority over access control and therefore has no avenue to
monetise their asset, such as being able to rent or lease it to others.
The new Lightstreams wallet will provide the technology layer to offer
DeFi application developers and marketplaces with new functionality
not currently possible, such as empowering NFT owners to monetise
the assets they own.
*See the IHF annexure for more fund specific information.
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C20 Fund

Top 20 (equally weighted)

37.86%

40.66%

Standard deviation:

0.94

0.94

Sharpe ratio:

0.82

0.83

93.23%

89.19%

Annualized returns (since inception)

Max drawdown:
Fund launch date:

25 November 2017

Management fees:

0.5% p.a.

Investment currencies:

BTC, ETH, USDT, TUSD

Crypto20 went parabolic over the past 3 months, capturing a 221%
gain. After opening the year at $1.03, C20 closed at a value of
$3.30 per token. This bull run saw a rapid recovery of C20’s post2017 drawdown, rewarding the fund’s long-term investors for their
conviction. The fund continues to prove the value of the index
investing methodology. On top of the remarkable capital appreciation,
the scaling of the futures strategy earned an additional $275,143 in
the second quarter.
Crypto20 performance
Equally Weighted

While the crypto sector’s rise was spear-headed by Bitcoin and
Ethereum which saw significant markups, the fund’s growth came
from a broad base and led to significant outperformance: 118%
over Bitcoin and 60% over Ethereum. Binance Coin (up 709% for Q1)
was the top performer, benefiting from a dual value proposition as
the largest exchange’s token and as the Ether to Binance’s Smart
Chain, whose low fee offering attracted massive retail adoption
amid Ethereum’s gas fee woes. Capital flows within crypto tend to
be cyclical, with changing narratives driving price appreciation for
themes including layer 1’s, large caps, DeFi, exchange tokens, and
even Dogecoin, which belongs in its own category. Throughout these
cycles, the fund’s dynamic rebalancing strategy acts as a profit-taking
mechanism which de-risks inflated constituents on a weekly basis
while also gaining exposure to new entrants which tend to present
great buying opportunities.
C20 individual asset performance

% Value Increase

4.2.1 C20 in review

Sources: Invictus Capital, CoinMarketCap (top 20, Bitcoin data)

Sources: Invictus Capital, CoinMarketCap (top 20, Bitcoin data)
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Since inception, C20’s standard deviation has been on par with the
benchmark (0.94) with the fund’s Sharpe ratio marginally lower (0.82
vs. the benchmark’s 0.83). Over the past quarter, C20 outperformed
more than half of its constituents, including both Bitcoin and
Ethereum. For the increasing number of investors looking to adopt
crypto exposure into their portfolio, C20 provides a dynamic approach
with brilliant upside. The maturation of the asset class has mitigated
much of the extreme downside risk previously associated with crypto
investing, as institutions and their investors realize that crypto is
here to stay. Participating in this entirely new asset class is a unique
opportunity, although the pace makes individual asset selection
extremely difficult, with the well-known wisdom of passive fund
outperformance again proving true.

exchanges often exceeds $10,000 in a day, with significant volumes
on Uniswap driving fee revenue and further incentivizing liquidity
providers. The increased availability of C20 promotes a more efficient
secondary market for investors looking for exposure to the altcoin
market’s trajectory, as opposed to a stand-alone asset.
The high volatility of the bull market saw large movements in
rankings and the replacement of eight assets, details of which can
be found in the annexure. The amounts per asset and equivalent US
dollar value at the end of the quarter can be seen in the following
table on the next page.

Furthering returns by capitalizing on the growing depth of crypto
instruments, the fund continued to scale its futures positions in
order to generate additional returns which totaled $275,143 during
the quarter, which was more than 4 times the management fee over
the same period. With annual fees effectively covered in the first
quarter, this makes C20 incredibly efficient, far exceeding the returns
for anyone wishing to replicate the strategy themselves. Invictus
Capital’s team of data scientists have developed proprietary software
which automates the futures strategy and optimizes returns,
allowing for less human intervention while freed-up capital is put to
work by our margin lending software. Similarly to the IML fund, the
overwhelmingly bullish sentiment presents fantastic opportunities for
lenders of cash and cash equivalents within a low-risk framework.
In addition to the above returns, the introduction of ICAP staking
returns and incentives for liquidity provision usher in a new era of
yield generation for those who wish to participate. The continued
popularity of decentralized exchanges and their associated crowdsourced liquidity has given rise to strong economic incentives for
willing market participants. The combined volume of C20 traded on
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Rank (Q1
Movement)

Amount

$ Equivalent as at
31/03/2021

%

BTC

1(-)

104

6,143,504

9.72

ETH

2(-)

4,209

7,590,893

12.01

BNB

3( 4)

21,360

6,465,848

10.23

ADA

4( 2)

4,878,991

5,827,480

9.22

DOT

5( 2)

175,125

6,465,848

10.23

UNI

6( 15)

124,132

3,495,224

5.53

LTC

7( 3)

15,989

3,153,918

4.99

8( 10)

239,789

2,939,022

4.65

9( 1)

99,535

2,875,817

4.55

10( 18)

14,721

2,806,292

4.44

BCH

11( 6)

4,493

2,439,704

3.86

XLM

12( 2)

5,456,950

2,250,090

3.56

LUNA

13( 45)

94,279

1,769,734

2.80

DOGE

14( 30)

30,825,228

1,649,645

2.61

TRX

15( 2)

17,141,065

1,573,799

2.49

VET

16( 3)

15,398,352

1,346,262

2.13

CRO

17(-)

6,162,340

1,283,057

2.03

SOL

18( 109)

64,328

1,251,454

1.98

KSM

19( 24)

2,023

998,635

1.58

FTT

20( 26)

22,583

903,828

1.43

$63,204,771

100

Asset

THETA
LINK
FIL

TOTAL

4.2.2 C20 outlook
Looking ahead, we find ourselves in a familiar situation following an
extremely positive quarter in terms of price performance, yet we expect our
news feeds to remain filled with stories about mainstream adoption, and
more technical innovations which are likely to continue driving new capital
into the space. So far, buying and holding has proven the best strategy
for the vast majority of early crypto investors. Investors may need to be
reminded that this is still early. It is never a bad strategy for early investors
to simply allow this financial restructuring to take its course and enjoy the
financial rewards that come from positioning oneself ahead of mainstream
adoption. With C20 having surpassed its previous all-time high in the days
following the quarter’s close, it is important to note that this growth has
been on far more sustainable grounds compared to the previous market
cycle, and therefore the fund remains strongly positioned to capture
significant upside.
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4.3.1 C10 in review

Crypto10 Hedged Performance
Equally Weighted

C10 Fund

Top 10 (equally weighted)

134.23%

161.93%

49.6%

0%

Standard deviation:

0.53

0.83

Sharpe ratio:

1.87

1.57

41.26%

67.21%

Annualized returns (since inception)
Average cash since inception

Max drawdown:
Fund launch date:
Management fees:
Investment currencies:

31 March 2019
1.7% p.a.
BTC, ETH, USDT, TUSD, DASH

Source: Invictus Capital, CoinMarketCap (top 10 data)

Crypto10 Hedged continued to deliver on its objective to deliver
capital growth with reduced volatility, gaining 119% over the quarter.
Having opened at $2.53, the token value closed at an impressive
$5.55. Just two years after its inception, the token value has grown
455% which together with strong inflows has contributed towards a
net asset value of $10.7 million. The fund lost some ground on the
benchmark, which notably does not consist of any cash-mechanism
and therefore takes on significantly more risk exposure.
C10’s standard deviation (0.57 vs. 0.86 for the benchmark) and
Sharpe ratio (1.87 vs 1.57) are both favorable, exemplifying the
uniquely asymmetric risk-return profile which characterizes the fund.
This type of profile remains elusive within the cryptoasset ecosystem,
where massive upside potential abounds but remains tainted by
drawdown risk.

As the current bull market continues to run, a growing number of
investors are looking to manage their risk, redistributing value from
their favorite crypto or perhaps another fund to C10. This is owing to
the fund’s unique ability to cash-hedge and secure returns once the
bullish momentum fades. Not only does the fund remain the most
popular among new investors, but over the past quarter the inflows
often exceeded those of IML, which received the largest inflows prior
to the bull market.

4.3.2 Portfolio movements
The fourth quarter saw the inclusion of Uniswap (UNI) in place of
Bitcoin SV (BCHSV). Uniswap is the leading decentralized exchange
on Ethereum, pioneering automated market making which has largely
been copied or forked by other DEXs. This provides C10 exposure
to the burgeoning DeFi ecosystem. Alongside Binance Coin (BNB),
which was discussed in the C20 section, Cardano (ADA) was another
standout performer. Despite a controversial narrative and criticism
of Cardano’s lack of real-world applications, ADA saw phenomenal
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growth, ending the quarter as the fund’s fourth largest asset.
Although C10’s diversified nature regulates returns relative to any
single asset, the fund did outperform five of the twelve assets which
were held by the fund, including Bitcoin.
Historical Cash Hedge Position

DOT

5( 2)

42,636

1,341,295

12.60%

UNI

6( 15)

24,025

293,808

2.76%

LTC

7( 3)

3,086

480,099

4.51%

LINK

8(-)

19,169

439,647

4.13%

BCH

9( 4)

863

375,776

3.53%

XLM

10(-)

1,053,868

401,324

3.77%

$10,645,201

100.00

TOTAL

4.3.3 C10 outlook

The table below shows a snapshot of the assets held by the fund at
the end of the quarter and their relative movements.
Rank (Q4
Movement)

Amount

$ Equivalent as at
30/09/2020

%

USD

1(-)

374,545

374,545

22.11%

BTC

1(-)

26

1,582,106

11.24%

ETH

2(-)

858

1,632,064

10.99%

BNB

3( 4)

5,335

1,126,262

10.58%

ADA

4( 2)

1,292,216

1,470,102

13.81%

Asset

Crypto10 Hedged has established a firm position in the portfolios of
its investors who tend to be medium to long-term investors rather
than short-term speculators. Given the high volatility of the asset
class, this has proven an excellent strategy as many traders have
been shaken out while C10 continues to ride through short-term
market dips, delivering phenomenal returns. As the current bull
market continues to run, the fund’s algorithm maintains almost full
crypto exposure. However, the strength of the fund lies in its ability
to secure returns once the tide turns, hedging out to interest-earning
cash and saving investors from much of the painful drawdowns
associated with crypto investing. For this reason, the fund’s future
looks especially promising for those looking to make a secure bet
on the continued success of cryptoassets, without any of the fuss of
actively managing your portfolio.
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4.4.1 IBA in review
IBA Fund

BTC Benchmark

424.6%

1250.4%

Standard deviation:

0.61

0.74

Sharpe ratio:

3.02

3.92

38.9%

25.3%

Annualized returns (since inception)

Max drawdown:
Fund launch date:
Management fees:
Investment currencies:

13 August 2020
0%, performance fee only
BTC, ETH, TUSD, USDT

The IBA Fund saw decent returns over the first quarter, posting a
42.6% return to see the period through. Total returns since inception
equate to 185.5%, buoyed by the strong performance of Bitcoin.
Overall fund returns for Q1 lagged behind the Bitcoin benchmark
however, and saw an unfortunate drawdown event occur in January.
The fund saw marginal outperformance against Bitcoin in February
and marginal underperformance in March due to the higher price of
put options.
In accordance with the fund strategy, put options are purchased
on a monthly basis to create a ~10% drawdown limit on the fund
and call options are sold at 30% above the opening spot price to
assist in subsidizing the cost of this floor. This is known as a collar
in options terminology. On 25 December, the collar was put in place
at an opening Bitcoin price of roughly $24,000. Bitcoin soon rallied
to $40,000 by the 7th of January, registering a staggering return of
over 60% in two weeks. Because the upside was capped at 30%, in
this case around $30,000, this caused significant underperformance
relative to the bitcoin benchmark. With nearly three weeks to go
until the 29 January options expiry, and the vast amount of bullish

indicators in the market, the team made the decision to buy back
the short calls, releasing the fund from the 30% cap, and therefore
allowing the fund to partake in further upside. A number of put
options were sold in conjunction to help recover some of the
underperformance relative to Bitcoin. This active decision was made
with a bullish outlook, taking into account fundamental data, as well
as sentimental factors driving the market. The market subsequently
corrected from the $40,000 region, to $30,000. This resulted in further
losses and underperformance relative to bitcoin for the IBA Fund.
This unfortunate turn of events meant that the IBA fund came off
a lower base for the following rallies that occurred in February and
March.
Moving forward we are confident that these events will be mitigated
to the best of our ability, and will aim to conservatively adjust options
weightings in the event of sharp market movements. The conviction
we have in the fund strategy remains strong and we believe that a
product such as IBA should give investors peace of mind that over
any calendar month their investment will not post losses more than
10% in the event of a market correction. The fund incurs zero ongoing
management fees and only charges a performance fee when the
fund outperforms its Bitcoin benchmark — measured from fund
inception. This aligns investor interests with those of Invictus Capital
and reflects the confidence we have that the fund will grow your
Bitcoin over the longer term.

4.4.2 IBA outlook
The bullish sentiment surrounding Bitcoin and the digital asset market as a whole continues to grow in strides as the reasons for demand continue to compound. The Coinbase IPO listing on 14 April
marks an inflection point in the history of the crypto markets and has
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truly shone the international light on this nascent market. We have
seen a flurry amongst institutional asset managers launching digital asset funds, especially now since they have the required service
providers such as custodians and administrators facilitating their
entry. Something that has not been a feasible option until recently. We
foresee that this momentum will continue in a far more sustainable
manner than rallies of the past given the immense amount of participation and deepening liquidity. This bodes well for the long term
prospects of a fund like IBA to provide a safer and smoother ride up.

Bitcoin (98.50%)

Options Value (1.50%)
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4.5.1 IML in review
IML Fund
Annualized returns in Q1 2021

20.1%

Annualized returns (since inception)

12.5%

Highest monthly return (annualized)

23.6% (Jan 2021)

Lowest monthly return (annualized)

5.4% (Apr 2020)

Fund launch date:
Management fees:
Investment currencies:

13 November 2019
2%
TUSD, USDT

The Margin Lending Fund (IML) boasted industry-leading performance
of 20% APY this past quarter (with 7-day average APY peaking at
over 50% on February 24). January’s returns set a new monthly APY
record of 23.6%. This performance was driven by alternative, marketneutral yield generating strategies continuing to grow in their share
of the asset allocation — with these proprietary strategies benefitting
significantly from the bullish market mood, as is evident in the
steepening gradient of the IML NAV. These returns easily outstrip
those of our competitors, even before considering the highly beneficial
tax implications of tokenization in some regions.

Due to the new strategy, the daily returns are more volatile, however
they are considerably higher on average. Because of this, the daily
rates graph was adapted to show the 7-day average return. This
smooths the return profile into a format which is better suited to
understanding the current state of the rates being earned by the IML
fund. Returns have again spiked in early April to exceed 30% APY at
the time of writing.

4.5.2 Operational update: redemptions now
processed in USDT
At the end of the quarter, the IML smart contract was updated to
redeem in USD Tether (USDT) instead of TrueUSD (TUSD). This
decision was backed by investor demand, a favorable settlement
from the New York Attorney General’s probe of Bitfinex, and the
greater availability of USDT on crypto exchanges used by our
investors in comparison to TUSD. The fund still accepts both TUSD
and USDt for investments, as well as fiat payments through Moonpay.

44

IML loan statistics
Q4 saw a slight decline in the number of loans provided and offered
compared to the previous quarter. The average loan duration was 49%
higher at 14 days. The total loan volume was $35.8 million, meaning
that each of the fund’s dollars was lent out an average of 6 times over
the course of the quarter.
Q3 2020

Q4 2020

Q1 2021

% Change versus
previous quarter

Number of Loans
Provided

20,855

20,557

19,626

-4.53%

Total Number of
Funding Offers

109,596

147,978

145,866

-1.43%

19.02%

13.89%

13.45%

-0.44%

12.17 days

9.43 days

14.06 days

49.10%

Asset

Percentage of Offers
Accepted
Average Loan
Duration (Days)

4.5.3 IML outlook
IML continues to provide a low-risk investment that benefits from
market volatility, especially to the upside. This is because capital flows
into the ecosystem remain unable to match the parabolic demand
for crypto exposure, a favorable circumstance for USD lenders
such as IML. The automated lending strategy continues to deliver
superior returns in comparison to any manual lending operators.
While traditional money market and bank savings rates continue to
be suppressed, the outlook for IML rates is positive given the existing
lending strategy in conjunction with new market-neutral strategies
which are contributing to all-time high yields. Independent of market
cycles, IML presents the highest risk-adjusted returns on the Invictus
platform.
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4.6.1 IGP in review
IGP Fund

GLD Benchmark

Annualized returns (since inception)

5.6%

-3.85%

Standard deviation:

0.18

0.22

0.4

-0.09

16.55%

18.77%

Sharpe ratio:
Max drawdown:
Fund launch date:
Management fees:
Investment currencies:

21 April 2020
0.75% p.a
USDT, TUSD

Gold’s woes continued into 2021; spot gold prices dipped to under
$1,700/oz towards the end of the quarter, with the benchmark GLD
ETF ending 11.33% down. While the IGP’s token NAV also suffered
a decline in the wake of the precious metal drawdown, it was less
so than the GLD benchmark at 10.73%. Outperformance over the
benchmark since inception has therefore been extended to 6.93% if
extrapolated out to a full year — outperforming returns available at
other 3rd party interest providers.

Despite some weakness in the spot gold market, IGP has continued
to live up to its mandate, with outperformance relative to the
benchmark in almost every conceivable measure, including a superior
Sharpe ratio, a lower maximum drawdown, and most importantly,
better annualized returns since inception (and over this past quarter).
Capitalizing successfully on arbitrage opportunities that present
themselves in the digital gold markets was the key driver of this
outperformance over the past quarter, which we expect to continue
going forward.
Despite this, the fund was subject to significant outflows over the
quarter — with the Invictus Capital community clearly more bullish
about the prospects for crypto. So far, that conviction has paid off.

4.6.2 IGP outlook
Despite recent performance, analysts remain fairly upbeat about
the precious metal’s prospects, with those queried in the LBMA
Precious Metals Forecast Survey positive about the metal’s future.
Macroeconomic outcomes including runaway inflation or stagnant
growth are likely to prove supportive for prices. One key risk is
that Bitcoin and other digital assets fill this role in gold’s place,
cannibalizing demand and depressing prices for the foreseeable
future. However, Bitcoin’s crisis credentials are relatively poor. Gold
was relatively unscathed in the March 2020 meltdown, with Bitcoin
collapsing and behaving more like an inflation-resistant risk asset.
As a result gold is likely to continue to be an important diversification
asset for periods of turmoil while the crypto asset class matures.
However, risks do remain. If bond yields continue to rise at a faster
rate than inflation, the yellow metal is likely to continue struggling —
though less so than many assets would in those conditions.
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4.7.1 EMS in review
EMS fund
Annualized returns (since inception)

17.22%

Standard deviation:

0.06

Sharpe ratio:

2.9

Max drawdown:
Fund launch date:

3.22%
13 November 2019

Management fees:

0

Investment currencies:

USDT, TUSD

The Emerging Markets Solar (EMS) Fund continues to perform
incredibly well. With low volatility and a high Sharpe ratio of 2.9, the
EMS fund has made a stellar addition to investors’ portfolios over the
quarter. The marginal depreciation of the South African rand (ZAR)
against the US dollar provided a very minor headwind for returns,
however the remarkable quarter for IML helped buoy performance
over the period. ZAR depreciated 0.68% against USD over the quarter,
despite significant intra-quarter volatility. This, coupled with the
consistent returns from the underlying solar projects the Fund has
invested in, has provided a stable equity curve since Fund inception.
EMS Token NAV

The Fund aims to make a positive social impact by directing muchneeded capital towards efficient, profitable, and sustainable power
generation in developing markets. This environmentally conscious
product is currently targeting solar projects in emerging markets,
most notably South Africa, that generate internal rates of return of
11-12% over a 20 year period in their respective currencies. Due to
the illiquidity of these investments, coupled with the relatively small
amount of assets currently under management, the Invictus Capital
team has maintained a high level of liquid USD denominated holdings
(invested into IML) in order to prevent any illiquidity risk to investors
that may prevent withdrawals. This smoothes the return profile as
the Fund generates returns from a diverse set of currencies and
rates. Should we see demand from investors return in the form of
new subscriptions, Invictus Capital may seek to further increase the
allocation to solar projects should conditions in foreign exchange
markets be favorable.

4.7.2 EMS outlook
Over the short term the key risk for the fund remains South Africa —
where the fund’s solar investments lie — failing to effectively control
the pandemic and restore confidence in the economy. These are
threats to the rand-dollar exchange rate, which is an important input
when valuing the Fund’s assets.
Encouragingly, however, the dollar is likely to remain under sustained
threat over the medium term, as the government claws their way
out of recessionary conditions using fiscal and monetary nukes.
This should support the rand somewhat despite the countries’ high
inflation differential. Clear signals for the future path for exchange
rates will determine the appropriate time for the Fund to embark on
additional solar investments.
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Annexure
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i.

Hyperion

Investment philosophy:
The Hyperion Fund is renowned as the world’s first tokenized venture capital fund. The team at Invictus Capital has democratized an asset class
that was previously only accessible to qualified investors or institutions. Through fractional tokenization, fund participants are able to gain custom
exposure to early stage investments in the field of blockchain technology.
The Fund aims to take equity positions during seed or series A financing rounds, and partners with underlying investments through their growth
phase. The Hyperion Fund portfolio is currently composed of 99.77% equity positions, with the remainder being a combination of liquid assets.
Hyperion token dynamics:
Venture capital, by nature, is a long-term investment. We foresee most IHF token holders to therefore adopt a buy-and-hold strategy with their
tokens, in order to ride through the valuation cycles of the portfolio. Due to this, the IHF token will not be traded as a high-frequency asset like
many of the other tokens or coins in the market. The token may trade on exchange at a discount to its Net Asset Value (NAV) during periods of low
volume. The trading price, however, should be bound to the NAV of the fund due to market forces and the buy-and-burn related stimulus.
Value distribution from the fund will be tied to the token as follows:
Each IHF token represents a proportional share in the Hyperion Fund. In the case of the Hyperion Fund, the underlying assets are not liquid, and
thus, the fund cannot offer an on-demand redemption function synonymous with an open-ended mutual fund. In order for the listed trading price
of IHF (price on exchange) to track the NAV price per token (the price determined by the Fund’s managers), there needs to be some form of value
distribution to token holders that ties directly to the intrinsic value of the Fund. This is done by implementing the token buy-and-burn protocol. Much
like a share repurchase in traditional markets, the Hyperion fund will place buy orders on exchange below, and up to, the prevailing NAV price per
token. This method distributes fair value back to token holders wishing to liquidate their holdings. The accumulated tokens are then removed from
the supply, resulting in a realizable NAV price per token.
In the scenario where the IHF token is trading at a discount to NAV at the time the buy-and-burn is implemented, a number of IHF tokens in the
order book will be purchased below NAV until the prevailing spot price reaches the NAV price per token. In this case, the buy-and-burn will result in
an increased NAV price per token for remaining token holders, subsequent to the purchased tokens being removed from the supply. This strategy
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has been effectively implemented across asset classes - from Berkshire-Hathaway to Binance’s BNB. Therefore, should a discount occur on
exchange it may present a good buying opportunity for those looking to hold over the longer term.
Buy and burn:
The original fund mandate states that the IHF token buy-and-burn protocol will only be implemented once the net asset value of the fund reaches
$30 million. It is left to the discretion of fund management, however, as to whether it is beneficial to undertake a token buyback before this
milestone is reached. Due to the price of IHF tokens trading below NAV on exchanges, it has been deemed beneficial to do so as it translates to
significant value accruing to remaining token holders.
The purpose of the buy-and-burn is to distribute value back to token holders and allow fund participants to realize a fair value for their holding
should they wish to exit their position. For more information on how the overall value distribution to IHF token holders is conducted, please refer to
the Medium article released here.
Fund performance:
We do not publish specific ownership details of equity holdings in Hyperion as these details may allow for sensitive information to be reverse
engineered. Generally, however, it is accepted that ‘venture capital’ is defined as an equity stake of between 10 and 30% and is often paired with an
exit horizon of three to seven years.
Venture capital funds invest in private companies which are not required to publish financial reports (unlike public companies which are required to
do so) and tend to keep critical information like valuation and performance data private for competitive business reasons. We will, however, always
strive to be as transparent as possible with IHF token holders.
This report reflects the NAV per token as assessed by the Hyperion management team and fund managers as of 31 March 2021. Note that this
report has not been audited or reviewed by auditors and that the NAV calculation is determined internally using industry accepted standards. Equity
positions are held at cost, unless further equity rounds or a change in the company financials justify a revaluation.
Conservative valuation methods are always applied with discounts for lack of marketability of minority stakes. It is important to remember that
these calculations are used only as a guideline to determine the underlying value of the IHF token at the date calculated. The market value of the
token may trade at a discount or premium on exchanges subject to relative supply and demand forces.
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Hyperion fund fees:
By comparative standards, the Hyperion venture capital fund charges significantly lower fees than traditional VC funds. The global industry
standard for private equity and venture capital fees usually follow the standard 2/20 (or even 3/30) model. That is, 2% management fees and
20% performance fees. The ongoing management fees charged by the Hyperion Fund are 1.5% per annum, accrued on a monthly basis. The
performance fee is 12.5% on the token NAV outperformance over its high-water mark on a quarterly basis. For a detailed example of how these
fees are calculated, please refer to the Hyperion Litepaper. Fees for Q1 2021 are as follows:

ii.

Management Fee

$108,478

Performance Fee

$159,792

Crypto20

Management fees:
Management fees of 0.5% per annum 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 quarter are as follows:
Management fee breakdown
Average fund Value

Management Fee

(USD)

(USD)

January

35,468,434

14,862

February

52,574,528

21,906

March

58,627,260

24,457

Month

Q1 2021

$61,226
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EXECUTION OF FUND RULES
The fund was rebalanced on a weekly basis throughout the quarter in adherence with the fund rules. As stipulated in the fund’s whitepaper,
management decisions listed below were made to exclude a cryptoasset from the index. Where a cryptoasset is excluded, the next inline coin in
terms of market capitalization is included in the index.
Exclusions from the C20 index for the quarter
Coin/Token

Context

Tether (USDT),
USD Coin (USDC)

This is a stablecoin and due to the nature of the project, this was never
included in the C20 portfolio.

Wrapped Bitcoin
(WBTC)

This is a tokenized version of Bitcoin (BTC) that runs on the Ethereum
blockchain.

Ripple (XRP)

Ripple was excluded due to an ongoing SEC lawsuit that risks a liquidity
crisis on reputable exchanges.

Klaytn (KLAY)

Klaytn entered the top 20 following a parabolic rise and was excluded
due to liquidity concerns. KLAY has since dropped close to 50%.

We manage to minimize slippage in the weekly rebalancing by employing the following strategies:
•
•
•

Rebalancing automatically across all exchanges with best prices being executed first.
Executing trades across multiple exchanges in order to minimize our impact on market prices.
Preventing front running by reporting the rebalance portfolio after the completion of rebalancing trades.
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Q1 2021 Statistical Summary
Operational Statistic
Rebalances performed
New coins included

13
UNI, THETA, FIL, LUNA, DOGE, SOL, KSM, FTT

Coins falling out of the index

BSV, XMR, EOS, XEM, XTZ, LEO, CEL, NEO

Best performing coins (change in market capitalization rank)

SOL(+109), LUNA(+45), DOGE(+30)

Worst performing coins (change in market capitalization rank)

LEO(-27), BSV(-17), XMR(-11)

Total trade volume (USD) for C20
Average daily volume (USD) for C20
Number of assets in index capped
by 10% weighting rule.

$4,378,127
$49,192
4 (ETH, BTC, LTC, DOT) at the beginning of the quarter
5 (ETH, BTC, BNB, ADA, DOT) at the end of the quarter

Proceeds of staking*

Amount

USD value

ADA
TRX
EOS
DOT
XTZ
USD**

42,000
114,547
69
12
480
275,143

49,980
10,573
332
446
2,334
275,143

* USD values calculated at closing prices on 31 March 2021
** Lending proceeds on implementation of operational efficiency improvements
.
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iii. Crypto10 Hedged
Management fees:
Management fees of 1%, a custody fee of 0.5% and an admin fee of 0.2% are charged to the fund per annum. 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:
Fee breakdown for Q1 2021
Average fund Value
(USD)

Management Fee
(USD)

Custody Fee
(USD)

Admin Fee
(USD)

Total expense
(USD)

January

4,538,959

3,783

1,112

131

5,025

February

7,385,682

6,155

1,810

213

8,178

10,091,592

8,410

2,473

291

11,174

7,338,745

18,347

5,395

635

24,377

Month

March
Q1 2021

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, Invictus Capital aims to cover at least the management fees, to minimize portfolio drag for investors. Over the quarter, margin lending
returns comfortably exceeded fees. Invictus Capital continues to optimise this process and expects to consistently achieve some of the best
returns going forward.
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Margin lending returns for Q1 2021
Month

January
February
March
Q1 2021

Net margin lending earnings
(USD)

Average Fund AUM (USD)

8,473

4,538,959

220

7,385,682

0

10,091,592

8,311

7,338,745

During periods of extreme volatility, the rebalance is triggered by a market cap change of 25% within a week. Due to the extreme upside seen over
the past quarter, the fund’s assets were not lent out midweek due to the risk of them being lent out and hindering the rebalance procedure. The double-digit returns are significant enough to justify foregoing lending returns under these temporary circumstances.

EXECUTION OF FUND RULES
The fund was rebalanced weekly throughout the quarter in adherence with the fund rules. As mentioned in the litepaper, management decisions
listed below exclude certain cryptoassets from the index where need be. When a cryptoasset is excluded, the next in line cryptoasset in terms of
market capitalization is included in the index.
Tokens Excluded from the index for Q1 2021
Coin/Token

Context

Tether (USDT)

This is a stablecoin hence it does not form part of C10’s crypto holdings.
However, from time to time it is held as part of the cash portion of the fund.

Ripple (XRP)

Ripple was excluded due to an ongoing SEC lawsuit that risks a liquidity crisis
on reputable exchanges.
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We manage to minimize slippage in the weekly rebalancing by employing the following strategies:
•
•
•

Rebalancing automatically across all exchanges with best prices being executed first.
Executing trades across multiple exchanges in order to minimize our impact on market prices.
Preventing front running by reporting the rebalance portfolio after the completion of rebalancing trades.
Q1 2021 Statistical Summary
Operational Statistic
Rebalances performed

Data
14

New coins included

UNI

Coins falling out of the index

BSV

Best performing coins (change in market capitalization rank)

BNB(+4), UNI(+15)

Worst performing coins (change in market capitalization rank)

BCH(-4),
LTC(-3)

Number of C10 tokens issued during quarter
Number of C10 tokens redeemed during quarter

831,527
339,233

Number of C10’s assets capped by 15%
weighting rule.

2 (BTC, ETH) at the beginning of
the quarter
4 (BTC, ETH, BNB, ADA) at the
end of the quarter
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iv. Invictus Margin Lending
Fee breakdown for Q1 2021

Loan Statistics for Q1 2021
Month
Number of Loans
Provided

Q3 2020

Q4 2020

Q1 2021

% Change versus
previous quarter

20,855

20,557

19,626

-4.53%

Total Number of
Funding Offers

109,596

147,978

145,866

-1.43%

Percentage of
Offers Accepted

19.02%

13.89%

13.45%

-0.44%

12.17 days

9.43 days

14.06 days

+49.10%

Average Loan
Duration (Days)

EXECUTION OF FUND RULES
Fee Structure
As per the fund’s litepaper, a 2% annual management fee on
the fund’s Net Asset Value is accrued daily to ensure equitable
treatment of investors. An incentivizing performance fee is set on
returns in excess of the fund’s annualized hurdle rate of 6%, should
it overcome the high-water mark. IML’s high-water mark is the peak
value the fund has achieved, measured as the highest IML token
price. The application of the high-water mark to the hurdle rate
means that the hurdle rate over an accrual period is calculated not
from the token price at the beginning of the period, but the highest
ever token price up to that point (though the two aren’t necessarily

Average fund Value
(USD)

Management Fee
(USD)

Performance Fee
(USD)

Total Fees
(USD)

January

$4,187,098

$6,205

$12,658

$18,863

February

$4,850,097

$7,393

$15,644

$23,037

March

$5,625,698

$9,347

$9,746

$19,093

Q1 2021

$4,887,631

$22,945

$38,048

$60,993

Month

mutually exclusive). This increases the burden on the fund needed to
accrue performance fees by requiring the token price to reach an all-time
high. This favourable fee structure to investors demonstrates IML’s sincere
efforts to ensure constant appreciation of capital.
The Edge of Automation
The execution of IML’s lending is automated via Invictus Capital’s
proprietary lending software. Automation is paramount to the
fund’s exceptional performance as it allows 24/7 deployment, nearinstantaneous execution and monitoring of the entire search space
for optimal lending rates. Nevertheless, no automated deployment is
complete without manual intervention in the form of close monitoring
and gradual improvement of the software, which is conducted by Invictus
Capital’s talented team of analysts and technicians.
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v.

Invictus Gold Plus

Management fees:
Management fees of 0.75% per annum are charged to the fund. Fund values are recorded daily at 12PM UTC. Fees are accrued in the net asset
value of the fund on a daily basis and paid monthly. Management fees paid by the fund for the quarter are as follows:
Performance fee:
A 20% performance fee is charged on fund performance over and above the benchmark returns. The IGP benchmark is currently the SPDR GLD ETF,
listed on the New York Stock Exchange. The GLD is one of the largest and most cost-effective means of obtaining gold exposure in the world.
Fee breakdown for Q1 2021

Month

Average fund Value (USD)

Management fee (USD)

Performance Fee (USD)

Total Fees(USD)

January

$356,014

$192

$0.00

$192

February

$287,167

$160

$0.00

$160

March

$264,275

$336

$0.00

$336

Q1 2021

$302,485

$689

$0.00

$689
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Disclaimer
This report does not constitute investment, legal, tax or other advice and is supplied for information purposes only. The information, data, analyses,
and opinions presented herein are provided as of the date written and are subject to change without notice. Every effort has been made to ensure
the accuracy of the information provided, but Invictus Capital makes no warranty, express or implied, regarding such information. The information
presented herein will be deemed to be superseded by any subsequent versions of this commentary. Except as otherwise required by law, Invictus
Capital shall not be responsible for any trading decisions, damages or losses resulting from, or related to, the information, data, analyses or opinions
or their use. Past performance is not a guide to future returns. The value of assets within Invictus Capital funds, as well as the fund tokens, may go
down as well as up and token holders may not get back their value purchased. Reference to any specific security or token is not a recommendation
to buy or sell that security or token. This document contains certain forward-looking statements. We use words such as “expects”, “anticipates”,
“believes”, “estimates”, “forecasts”, and similar expressions to identify forward-looking statements. Such forward-looking statements involve known
and unknown risks, uncertainties and other factors which may cause the actual results to differ materially and/or substantially from any future
results, performance or achievements expressed or implied by those projected in the forward-looking statements for any reason.

61

