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Fund Performance and Quarterly Highlights 

Over the past 3 months the crypto markets have been 
fairly quiet and steady, this is totally out of character but 
it is a welcome relief from the negative sentiment we 
have experienced over the previous 12 months. I feel we 
can say that we have reached the bottom of the bearish 
sentiment.  The fund price as at 31 March 2019 was 
$0.5507 this is a 6.35% increase since December 2018. 
The start of April seems to have brought a positive 
change to sentiment and the fund price as at 5 April 
2019 is $0.6178.

There are two important developments that I would like 
to highlight to you at this time.

Fintech vs  DeFi (Decentralised Finance)

Fintech is building better user interface businesses on 
top of existing financial infrastructure. DeFi is building 
decentralised financial services on top of blockchain 
protocols and platforms.

The opportunity for Fintech to carve out businesses from 
existing financial infrastructure is limited by the scope of 
that infrastructure, which has already evolved as far as it is 
likely to go.  The opportunity for DeFi is limited by the scope 
of blockchain protocols and these are only now beginning to 
evolve. My thesis is that DeFi will be one of the most 
important developments in blockchain ecosystem and that 
it will far outperform the value creation that we have seen 
in the Fintech space.     

Putting our Cryptoassets to Work

We are now seeing the emergence of financial services for 
Cryptoassets that we take for granted in the existing 
financial world. It is now possible to lend, borrow against 
and deposit our assets, institutional grade derivative 
products are also becoming available.  There are risks and 
opportunities with these services and we are continuing to 
research which services, if any are appropriate for our 
Fund. 





Asset Summary 



The slide following this one is a graphic of how I see 
the DeFi ecosystem developing.  The base layer (the 
so called infrastructure or protocol layer) is comprised 
of blockchain and distributed ledger technologies.  All 
transactions on these platforms will need to be paid 
for by the users, this is why the tokens of these 
platforms are referred to a currencies or commodities 
as they have characteristics of both. Our fund is 
heavily invested in two of these protocols.

The middle layer (platform layer) are also protocols, 
they are built on top of the general protocols but they 
have more specificity, for example the Melonport 
protocol facilitates asset management.  Our fund has 
investments in ‘Ox’ and a few others at this layer. 

The application layer is also being developed, 
projects like Binanace (a crypto exchange) has been 
very successful (although it is not at this stage a 
decentralized application).   

Decentralised Finance
The regulatory consequences of a DeFi ecosystem are not 
clear. But it is certain that regulations will apply.  In the 
fullness of time regulation will catch up with the commercial 
imperatives that this technology is facilitating.  In the 
meantime, the smartest businesses will be developing their 
footprints in a compliant manner.  

I see a significant business opportunity to build 
jurisdictionally specific crypto financial services businesses 
at the application level of this stack. This is precisely what 
the Winklevoss twins are doing with their ‘Crypto Needs 
Rules’ campaign.

I am continuing to research the possibilities of the fund 
investing in a venture in this space or of starting a new 
Australian based crypto financial services business.
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The emergence of DeFi services provides us with 
opportunities to put our assets to work.

Lending our Crypto 

Whenever we deposit money at a bank we are 
effectively lending our money, and for that we expect 
a return.  This type of service is now available for 
cryptoassets. Some providers are centralised and 
offchain (which means we have counterparty risk).  
Some are decentralised and onchain (which means 
we have smart contract (code) risk).

Borrowing Against our Crypto

We can borrow against our cryptoassets.  The 
proceeds can be used for anything we like, including 
leveraging up our positions.  Again there are 
centralised offchain providers and there are 
decentralised onchain providers. 

Putting our Cryptoassets to Work
Staking

There is no equivalent for this in the existing financial 
services world. 

With Proof of Stake consensus mechanisms there are a 
number of parties that need to work together.  A validating 
party will incur costs in running computers 24/7 and 
validating transactions, they earn income from validating 
transactions.  A staking party will provide cryptoassets as 
security for accurate validation of transactions. Sometimes 
these actors will be the same person, but in many cases a 
person with crypto will not know how to do the validation and 
a person who can do the validation may not have sufficient 
crypto to make a profit.  Hense what has emerged as 
‘Staking as a Service’ companies that consolidate crypto 
holding and then return the majority of their profits to the 
owners of the crypto.  It seems to be a 90/10 (90to the crypto 
holders) at the moment. Our risk in staking our crypto is the 
competence of the staking party.     

 




