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CEO’s Perspective
The second quarter of 2018 saw the cryptocurrency markets weather some
significant price swings — a total market capitalization of $263bn on April 1st
rose to a peak of $471bn on May 6th, and eventually declined to just $232bn
on the 29th of June.
One thing is for certain though; the fundamentals are consistently improving.
Significant legal milestones have been reached around the world. South
Korean parliamentarians are working on a draft law to legalize new ICOs,
provided that those issuing the tokens comply with the relevant restrictions
imposed by the legislation.
William Hinman, the Head of the Division of Corporate Finance at the SEC, offered some regulatory clarity
when he stated that Ethereum (and by extension, other similar cryptocurrencies) could not be regulated
like shares and bonds due to the decentralized system underlying the cryptocurrency.
In the second half of 2018, cryptocurrency regulation will continue to ramp up as sovereign nations
experiment with state-backed cryptocurrencies and discover their perks, including insulation from
sanctions and diversification away from the dollar.
Q2 saw sustained price uncertainty caused by the Mt. Gox trustees and their intended liquidation of
approximately $1.2bn worth of Bitcoin and Bitcoin Cash. This fear has been somewhat ameliorated as a
Japanese court ruled to pull Mt. Gox out of bankruptcy, opening the door for the majority of the value to be
returned to former users in the cryptocurrencies themselves.
Safety is, however, still a major concern and reports of various hacks were strongly correlated with
dampened token prices — new research released in the CipherTrace 2018 Q2 Cryptocurrency Anti-Money
Laundering Report found that three times more cryptocurrency was stolen from exchanges in the first half
of 2018 than in all of 2017. It is vital that you prioritize the security of your cryptocurrencies and make sure
to invest in an appropriate hardware wallet — the only safe storage is cold storage.
More than 600 ICOs were completed during the second quarter and in a positive trend, the average
collected funds per ICO increased from $10.2m in April to $19.0m in June (excluding ICOs that raised less
than $100k). In total more than $15.8 billion was raised throughout the first half of 2018, proving that ICOs
are more than just a passing fad and a significant disruption to the traditional venture capital industry.
CRYPTO20 has continued to outperform both BTC and the total cryptocurrency market cap from inception
to date, while the proceeds of staking and forks brought in over $86.3k in Q2.
The second half of 2018 will see further exciting developments across the board and some welcome
legitimization by major institutional investors. A key event to look forward to is the SEC’s decision on the
Chicago Board Options Exchange filing for a fully insured Bitcoin ETF on August 10th.
We greatly appreciate the continued support of our community and look forward to furthering our trusted
relationship with you,
Kind regards,
Daniel Schwartzkopff
CEO, Invictus Capital
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1. Market Commentary
Introduction
Last quarter we saw a significant correction in the crypto markets, causing a downward spiral in total
market capitalization from over $800b to $260b. Large-cap coins such as Bitcoin, Ethereum and Ripple
saw significant losses. Small to mid-cap tokens have a far higher market beta and volatility, much like
small-cap stocks, and therefore saw many of their prices tumble over 90%. The collapse in market prices
over Q1 brought to light many of the behavioral biases that are inherent in novice investors during a market
bubble. Overconfidence, illusion of control and regret-aversion (or FOMO) are biases that plague investors
during a market upswing of that magnitude. Everyone is a crypto-genius in a bull market, and it is everyone
else’s fault when it comes down.
A study by the Warwick Business School1 showed that crypto trades are largely made on a purely emotional
basis instead of being based on true fundamental analysis. The survey covered data from April 2016
to September 2017, the results of which make logical sense. The crypto market is still full of individual
investors who don’t have the knowledge or insight for technical or fundamental analysis. On top of this, the
market is still very new and therefore supporting industries have yet to be fleshed out. This results in a real
lack of accepted official data for an unbiased assessment.
In a market that is still in its infancy and prone to significant volatility, it is essential for an investor to be
fully aware of their behavioral biases. Always try to actively seek contradictions to your own beliefs or
what others have told you before making your investment decisions. CRYPTO20 has developed a product
that not only limits the downside of these biases by controlling the internal trades but provides a welldiversified portfolio, limiting the risk of any single holding.

Market Cap and Volume
Q2 started off at the lowest point this year on April 1st and saw significant appreciation for just over a
month. Total market cap rose from its $260b low to just over $470b2 at the beginning of May. Investor
sentiment was short-lived however, and prices soon came under pressure to finish the quarter off flat.
Bitcoin dominance decreased from 45% to 42.6% during Q22. One can conclude that altcoins marginally
outperformed the leader of the cryptocurrency market, or that the significant amount of new listings from
ICOs have slightly diluted the market share of Bitcoin.
Total Market Capitalization

Source: coinmarketcap.com

Either way, the price decline this year will undoubtedly cause investors to be more skeptical when
investing. During the Dotcom Boom witnessed at the start of the millennia, every internet-related stock
spiked out of control. We noticed that once companies reverted to their intrinsic valuations, it was only
the legitimate firms with true long-term potential that survived. We believe the same consolidation will
occur in the crypto market. There are a lot of tokenized projects adding significant value to the total market
capitalization, however many of these projects will face stiff competition in the years to come, or fail to
realize the market they set out to capture.
Trade volume throughout Q2 has oscillated and remained relatively suppressed by Q1’s comparison. Bitcoin
has kept its spot on the throne as the most traded currency, with BTC trade pairs producing over $125
billion in volume3 for June. This is a 32% drop, however, from the $185 billion in May. The massive influx
of money into the market at the end of 2017 resulted in many investors buying at the top and carrying
significant losses through the first half of 2018. The month of April marked the first time Coinbase, one of
the largest US exchanges, witnessed a net outflow4 in USD. Investors withdrew 37% more fiat than was
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deposited signaling investors are losing conviction in the market over the short term and shoring up their
capital in anticipation of positive market developments. Flows are further supressed by the significant
amount of profit taking that is still occurring due to the rapid appreciation seen in 2017. The drop in trade
volume, along with the decrease in new deposits tells us that the market is certainly waiting for a signal to
drive upward pressure.

Market Drivers
Andreas Antonopolous made a great analogy in his book, The Internet of Money, comparing the invention
of blockchain with that of the automobile. When you have a revolutionary invention like the automobile,
initially there is no supporting infrastructure such as roads, or petrol stations, to unlock its full potential.
The invention of blockchain technology has caused rapid growth in the space of new coins and ICOs;
however, regulation and supporting infrastructure has not moved at the same pace. It is therefore
reassuring to see each quarter, significant inroads being made on all fronts to inject blockchain into the
mainstream and unlock its true potential. Below are some of the market drivers witnessed in Q2 2018.
11 April:

22 European countries agree to partner in developing blockchain technology.5

25 April: Nasdaq has showed interest in becoming a cryptocurrency exchange.6
27 April:

CBOE announced record trading volumes in bitcoin futures.7

30 April: SEC is still approving Initial Coin Offerings as a means to raise capital.8
3 May:

The largest investment bank, Goldman Sachs, launches a service for trading in bitcoin futures.9

4 May:

JPMorgan Chase patents a blockchain solution for intrabank payments.10

14 May:

CME launches Ethereum indexes.11

13 June: India admits to limited investigation before banning crypto.12
14 June: The SEC released an official statement that Ethereum is not to be classified as a security.13
20 June: Legal statement conveying full collateral for Tether released.14

2. C20 in Review
Fund Performance: 1 April to 30 June

Source: Invictus Capital
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Fund Performance: 1 Dec to 30 June (inception)

Source: Invictus Capital

Additional performance graphs of the underlying coins making up the C20 index are available online at
https://www.crypto20.com/en/portal/insights/
Dec
2017

Jan
2018

Total
100,57% -15,46%
Cryptocurrency
market Asset
Cap
BTC

39,24% -34,19%

C20

156,64% -20,01%

Feb
2018

Mar
2018

Apr
2018

May
2018

Jun
2018

Inception Q2
to date
only

-14,98%

-40,76%

66.89% -23.53%

25.50%

2.057%

1.669%

19,91%

-36,47%

31.95%

-18.99%

-14.62%

-36.29%

-8.735%

-19,07% -43,89%

80.09%

-27.78%

-27.05%

2.566%

1.801%

Source: Invictus Capital

The market comprises c.1,600 coins/tokens traded on 11,600 markets/exchanges. It is pleasing to note that
C20 has outperformed Bitcoin and the total market from inception to date in both bull and bear market
conditions.
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Fund Holdings:
Asset

Rank Movement
For Quarter

Amount

$ Equivalent %

ETH

0

10213

4598959

11.77

BTC

0

618

3921014

10.03

EOS

1

475117

3840022

9.83

BCH

0

5121

3795251

9.71

XRP

0

8018222

3714119

9.51

LTC

-1

34757

2808753

7.19

XLM

1

11460130

2189736

5.6

ADA

-1

16086502

2168310

5.55

MIOTA

1

1682371

1693831

4.33

TRX

3

40598156

1497761

3.83

XMR

0

9803

1279193

3.27

NEO

-3

40109

1212366

3.1

DASH

-1

4953

1178322

3.02

BNB

4

69814

1005733

2.57

ETC

0

62329

1001468

2.56

XEM

-3

5445629

894843

2.29

VEN

1

335729

857876

2.2

ONT

33

91359

480347

1.23

OMG

1

62208

470651

1.2

-4

54568

465314

1.19

QTUM
Source: Invictus Capital

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

Context

Tether

Due to the nature of the project, this was never included in the C20 portfolio.

Tezos

While it has not been a top 20 candidate during the quarter in review, Tezos is in
the top 20 by market capitalization at the time of writing this report. There are
numerous governance and regulatory lawsuits associated with this project. We are
doing extensive research and will exclude it from the C20 index until these risks are
mitigated. We also have a standing rule that a token needs to be on an exchange for
at least 30 days before inclusion in the index, ensuring that it is traded at a fair market
value.

Source: Invictus Capital

We have focussed on minimizing slippage in the weekly rebalancing via the following strategies:
We rebalance automatically across all exchanges with the best prices being executed first.
Trades are executed across multiple exchanges in order to minimize the impact on market prices.
Reporting of the portfolio after completion of the rebalancing trades to prevent front-running.
Fund assets have been maintained in bank level secure cold storage facilities with deposits and withdrawals
limited to that required to facilitate the weekly rebalance process. KPMG verified fund assets post-ICO via an
agreed upon procedure. No exceptions were noted.
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Operational Statistics

Data

Rebalances performed during the quarter
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New coins included for the quarter

OMG, ONT

Coins falling out of the index during the quarter

ICX, LSK

Best performing coins - change in market capitalisation rank

ONT (+33), BNB (+4), TRX (+3)

Worst performing coin - change in market capitalisation rank

QTUM (-4), XEM (-3), NEO (-3)

Total trade volume for the quarter (USD)
Average daily volume (USD)

111,303,993
1,223,121

Number of assets in index capped by 10% weighting rule

5 at the beginning of the quarter
5 at the end of the quarter
Amount

Proceeds of staking #
GAS
DASH*
XLM / Stellar**

USD value
1,267.36
61.97
28,993.28

Amount

Proceeds of forks ***
Bitcoin Diamond +
Bitcoin Private
Lightning Bitcoin +
Bitcoin X +
Bitcoin Interest +
Super Bitcoin +

1,4371.86
14,740.00
5,537.72
USD value

1,901.20
721.52
291.80
4,080,636
998.88
408.06

3,555.24
6833.59
4,464.54
33,216.38
1,688,11
1,909.74

Liquidation of C20 tokens
Opening balance of liquidated tokens for the quarter
Tokens liquidated for the quarter
Tokens resold during the quarter

572,603
2,587,468
(2,846,050)

Closing balance

314,021

Source: Invictus Capital
#

In order to stake coins on DASH, 1,000 coins, are required in order to create a master node. This is a significant barrier to entry
to the individual investor as 1,000 DASH equates to c. $ 210,000. These proceeds are included in the fund and rebalanced in
accordance with the fund rules on a weekly basis.

*

DASH proceeds are added to the fund, the USD value shown is the staked return valued as at 30 June 2018.

** Stellar is staked to earn approximately 1% pa, the USD value shown is the staked return valued as at 30 June 2018.
*** F
 orked coins not included in the top 20 are sold or set aside to be sold. USD value is taken as coin price as at 30 June 2018,
otherwise the USD value attained at the time of sale on exchange is stated.
+

Forked coins not yet sold, valued as at 30 June 2018. - indicated if no market price available.

4. Year-end Predictive Analysis
Future outlook
To further the interests of current and future investors, we continue to prospect and engage with
opportunities for partnerships with various exchanges, organizations, and fund managers in the cryptoasset and blockchain ecosystem. With respect to exchanges, we are engaging those within the top 15 of
daily volume, as well as upcoming exchanges that are aiming for proactive regulatory-compliance before
launch. The current proposals are focused on Invictus potentially working with exchanges to streamline
the audit-processes, for reducing the cost and turnaround times for listing C20, and other Invictus projects.
Other strategic opportunities, more targeted toward C20, include exchange-aggregators that have created
simpler UI/UXs, to expand their reach to a broader crypto-trading market. This could potentially give more
trading-exposure to C20, through the exchanges with which it is already listed, without having to resort to
further listing costs.
We have also established ongoing relations with various organizations and fund managers, such as
venture-capital firms, funding-networks, startup-accelerators, university innovation ecosystems, and
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technology firms that are engaging, or tentatively exploring, the crypto-asset market, and the potential of
the technology. It is our view that we will be able to impress upon them and implore them, to harness the
indispensable value that distributed-ledger and smart-contract technology can provide, especially with
respect to traditional or crypto-asset fund-management and investment.
Finally, to ensure that we continue to attract and engage with prospective investors, we have established
a policy of personalized investor-relations, so to keep improving our community-growth and support
channels.
New regulations - regulators will continue to develop legislation to bring cryptocurrecies into a more
controlled environment. These regulatory interventions may impact negatively on the market in the short
term, but our view remains that this will ultimately have positive impact on the longer term with decreased
uncertainty and a safer environment for investors.
Performance - C20 should continue to outperform BTC and the total market capitalization as the market
recovers from current levels.
Participation - During June, our Senior Associate, Brian Watson, traveled to five cities in the USA, the UK,
and Europe attending blockchain conferences promoting Invictus Capital and the funds managed by
Invictus, including CRYPTO20. The conferences attended were TulipConf in San Francisco, World Blockchain
Forum in New York City, The Blockchain Alternative Investment Conference in London, Crypto Valley
Conference in Zug and The European Blockchain Expo in Amsterdam. We will participate in further relevant
conferences during the year.
Team expansion - The business has continued its rapid growth trajectory, the C20 fund management
team is now comprised of the following 7 team members. The broader Invictus Capital Team is currently
comprised of 27 permanent staff and 11 interns providing significant capacity for strengthening systems,
internal controls, research and analytics, and new product development.
Daniel Schwartzkopff
CEO
Serial digital entrepreneur Schwartzkopff is a South African business
executive with firm start-up experience and a proven background in the
technology and finance sectors.
He founded BetVIP, the world’s first licensed bitcoin-only sportsbook and
casino and DataProphet, a VC backed machine learning company with a
global client base and has been featured in everything from CNBC to the Wall
Street Journal.
Schwartzkopff is a graduate of the University of Cape Town, where he studied
Chemical Engineering.
Bobby Jonker
Fund Manager
An experienced fund manager with a demonstrated history of working in the
financial services industry.
Specialising in insurance and investment management mainly focused on
core audit & assurance. He has gained significant exposure to Hedge funds,
Asset management, private equity, structured finance, alternative finance
transactions and special purpose vehicles.

Steven Williams
Strategy and Operations Director
Chartered Accountant with 20 years executive experience in scaling
businesses in financial services, healthcare, real estate and NGO sectors.
In addition to core financial skills, has extensive operational experience in all
functional areas.
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Ciaran MacDevette
VP of Analytics
Experienced data scientist with demonstrated ability in creating predictive
solutions and applying the scientific method to answer a wide array of
business questions from data.
Formerly a quant, he gained invaluable experience as part of a team managing
European peripheral bond portfolios during the sovereign debt crisis.
Ciaran has Bachelor’s degrees in mathematics and atmosphere science, with
a masters in mathematical finance. He started his career in scientific services
as an Officer in the South African Navy. He is also a registered professional
natural scientist.
Brian Watson
Senior Associate
A formally trained scientist with an aptitude for creative problem solving,
Brian leverages his rich research experience and ability to make sense of
complex subject matter quickly to identify and develop new investment
products and opportunities within the ever-evolving crypto-asset landscape.
Before joining Invictus Capital, Brian completed three years of postdoctoral
training at Stanford University where he worked on the development of
solution-processed semiconductor and photovoltaic technologies.
Andrew Knight
Fund Manager
With a BCom(Hons) degree and a CFA charter holder, Andrew is formally
trained in traditional financial analysis. He brings with him a wealth of
knowledge from the financial services industry where his last position was
Head of Operations for a distinguished Investment Management firm in South
Africa, managing over R8 billion. With a passion for financial markets and
blockchain technology, Andrew saw the perfect combination of the two at
Invictus Capital.

Dorian Marz
Accountant
Experienced accountant with a demonstrated history of working in the
financial services industry. Strong accounting background with a Bachelor
of Commerce (BCom) focused in Financial Management, from the University
of the Western Cape. Formerly a team leader at a large fund administration
company, focusing on local hedge funds.
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