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CONFIDENTIAL: NOT INTENDED FOR GENERAL DISTRIBUTION  
PAST PERFORMANCE DOES NOT GUARANTEE FUTURE RESULTS. 



GENERAL DISCLAIMER:  
THE INFORMATION AND ANY DISCLOSURES PROVIDED IN THIS PRESENTATION ARE IN SUMMARY 
FORM AND HAVE BEEN PREPARED SOLELY FOR INFORMATIONAL PURPOSES ONLY. THIS 
DOCUMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO 
BUY INTERESTS IN BLOCKCHAIN TECHNOLOGY PARTNERS, LP (THE “FUND”). AN OFFERING OF 
INTERESTS WILL BE MADE ONLY BY MEANS OF A DEFINITIVE CONFIDENTIAL PRIVATE OFFERING 
MEMORANDUM AND ONLY IN THOSE JURISDICTIONS WHERE PERMITTED BY LAW. IN THE CASE 
OF ANY INCONSISTENCY BETWEEN THE INFORMATION AND DISCLOSURES CONTAINED HEREIN 
AND THE INFORMATION AND DISCLOSURES CONTAINED IN THE FUND’S OFFERING 
MEMORANDUM, THE FUND’S OFFERING MEMORANDUM WILL CONTROL ANY PURCHASE MADE 
BY YOU ON THE BASIS OF INFORMATION AND ANY DISCLOSURES NOT CONTAINED IN OR 
CONSISTENT WITH THE FUND’S OFFERING MEMORANDUM WILL BE SOLELY AT YOUR OWN RISK. 
PLEASE SEE ADDITIONAL DISCLAIMERS BELOW. 
 
 
INVESTMENT PERFORMANCE:  
THE PERFORMANCE REPRESENTATIONS CONTAINED HEREIN ARE NOT REPRESENTATIONS THAT 
SUCH PERFORMANCE WILL CONTINUE IN THE FUTURE OR THAT ANY INVESTMENT SCENARIO OR 
PERFORMANCE WILL EVEN BE SIMILAR TO SUCH DESCRIPTION. ANY INVESTMENT DESCRIBED 
HEREIN IS AN EXAMPLE ONLY AND IS NOT A REPRESENTATION THAT THE SAME OR EVEN 
SIMILAR INVESTMENT SCENARIOS WILL ARISE IN THE FUTURE OR THAT INVESTMENTS MADE 
WILL BE PROFITABLE. NO REPRESENTATION IS BEING MADE THAT ANY INVESTMENT WILL OR IS 
LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE 
FREQUENTLY SHARP DIFFERENCES BETWEEN PRIOR PERFORMANCE RESULTS AND ACTUAL 
RESULTS ACHIEVED BY A PARTICULAR TRADING PROGRAM. 
 
 
FORWARD LOOKING STATEMENTS:  
CERTAIN INFORMATION CONTAINED IN THIS MATERIAL CONSTITUTES FORWARD-LOOKING 
STATEMENTS, WHICH CAN BE IDENTIFIED BY THE USE OF FORWARD-LOOKING TERMINOLOGY 
SUCH AS “MAY,” “WILL,” “SHOULD,” “EXPECT,” “ANTICIPATE,” “TARGET,” “PROJECT,” 
“ESTIMATE,” “INTEND,” “CONTINUE,” OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER 
VARIATIONS THEREON OR COMPARABLE TERMINOLOGY. SUCH STATEMENTS ARE NOT 
GUARANTEES OF FUTURE PERFORMANCE OR ACTIVITIES. DUE TO VARIOUS RISKS AND 
UNCERTAINTIES, ACTUAL EVENTS OR RESULTS OR THE ACTUAL PERFORMANCE OF THE FUND 
MAY DIFFER MATERIALLY FROM THOSE REFLECTED OR CONTEMPLATED IN SUCH FORWARD-
LOOKING STATEMENTS. 
 
 
SPECULATIVE RISK:  
AN INVESTMENT IN THE FUND IS SPECULATIVE AND INVOLVES A HIGH DEGREE OF RISK. THE 
FUND MAY EMPLOY CERTAIN TECHNIQUES THAT MAY INCREASE THE RISK OF INVESTMENT 
LOSS. FURTHER, INVESTORS WILL HAVE LIMITED WITHDRAWAL AND TRANSFER RIGHTS, AND 
NO SECONDARY MARKET FOR THE INTERESTS EXISTS OR IS EXPECTED TO DEVELOP. IN 
ADDITION, THE FUND’S FEES AND EXPENSES OFFSET TRADING PROFITS. ALL OF THE RISKS, AS 
WELL AS OTHER IMPORTANT RISKS AND INFORMATION (INCLUDING, WITHOUT LIMITATION, 
INFORMATION REGARDING TRADING OBJECTIVES AND PROGRAMS, FEES, AND EXPENSES, TAX 
CONSIDERATIONS AND SUITABILITY REQUIREMENTS) ARE DESCRIBED IN DETAIL IN THE FUND’S 
OFFERING DOCUMENTS. PROSPECTIVE INVESTORS ARE STRONGLY URGED TO REVIEW THE 
FUND’S OFFERING DOCUMENTS CAREFULLY AND CONSULT WITH THEIR OWN FINANCIAL, LEGAL 
AND TAX ADVISORS BEFORE INVESTING WITH THE FUND. OUR INVESTMENT PROGRAM 
INVOLVES SUBSTANTIAL RISK, INCLUDING THE LOSS OF PRINCIPAL, AND NO ASSURANCE CAN 
BE GIVEN THAT OUR INVESTMENT OBJECTIVES WILL BE ACHIEVED. AMONG OTHER THINGS, 
CERTAIN INVESTMENT TECHNIQUES CAN, IN CERTAIN CIRCUMSTANCES, MAXIMIZE THE 
ADVERSE IMPACT TO WHICH INVESTMENTS MAY BE SUBJECT. TRADING GUIDELINES AND 
OBJECTIVES MAY VARY DEPENDING ON MARKET CONDITIONS. WE MAY ALSO USE VARYING 
DEGREES OF LEVERAGE AND THE USE OF LEVERAGE CAN LEAD TO LARGE LOSSES AS WELL AS 
LARGE GAINS. 



ILLUSTRATIVE PURPOSES ONLY:  
EXAMPLES OF OUR PROCESSES AND ANY OTHER IDEAS PRESENTED HEREIN ARE FOR 
ILLUSTRATIVE PURPOSES ONLY. THERE IS NO GUARANTEE THAT THE FUND WILL ACQUIRE A 
POSITION IN AN ISSUER OR INDUSTRY REFERENCED IN SUCH EXAMPLES OR IDEAS OR THAT ANY 
SUCH POSITION WOULD BE PROFITABLE. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Introduction: 
 
Crypto assets and the new decentralized networks that they introduce present captivating new 
opportunities. In many ways, crypto assets and crypto networks inject a colossal shift in how 
financial markets can operate and reinvent business models across a variety of economic sectors. 
At Blockchain Technology Management, we see a tremendous opportunity, based on both the 
current global macroeconomic conditions and the potential value that crypto networks unlock. 
We will seek to allocate capital among various crypto assets, based on a robust and evolving 
investment framework, to realize growth in this emerging asset class. 
 
 
 
Current Global Macroeconomic Conditions 
 
In calculating our investment approach, it is vital to take into account developing global 
economic factors, mainly because decentralized crypto networks usurp the notion of traditional 
state-guided economic models. It has been demonstrated that crypto assets are truly global in 
nature with prices and technological developments impacted by events from many different 
countries around the world. While there are countless global economic factors the must be 
considered, we will cover a few that are relevant to the emerging class of crypto assets:   
 

1) 9-year equity bull run 
2) The low/negative interest rate environment 
3) Ongoing currency crises 
4) Current capital control structures 

 
 
9-Year Equity Bull Run and Low/Negative Interest Rate Environment 
 
Currently, many developing countries, particularly the US and Eurozone, are amidst one of the 
longest equity bull runs in recent history. The S&P 500, Dow Jones Industrial Average, and the 
NASDAQ Composite all hit all-time highs in 2018, as did the FTSE 100 and the DAX. Overall, 
global growth has been strong, all 45 countries tracked by the Organization for Economic Co-
operation and Development have had positive economic growth during the last two years1.  
 
Part of the reason for the positive global growth is due to the low-interest rate environment. Post-
2008 crisis, central banks around the world have kept interest rates at historically low levels to 
stimulate growth. Some countries, such as Japan, have even implemented negative interest rates.  
 
While we are not predicting the end to a bull-run in the short-term, every year that this 
expansionary period persists, the probability of a recession increases. 2019 has a 10% probability 
of recession, according to Goldman Sachs. Another study by the Federal Reserve Board states 
about a 15-20% chance of a downturn in 2019. It should be noted, however, that the extent of a 
possible recession will very likely be less than the 2008 global recession. Nonetheless, the risk of 
an impending recession is a crucial factor to track when formulating an approach to crypto asset 
investing. While we don’t presume to predict the exact moment of the next recession, when it 



inevitably arrives it will shift the global financial landscape, which in turn will impact the crypto 
asset class.  
 
Taking cues from previous crises, several key trends are likely to occur. Most currencies are 
likely to see a weakening, due to falling interest rates and increasing deficits, as was the case in 
2008. Additionally, because of the already low-interest-rate environment, governments may have 
to more quickly resort to other tools to stem deeper recessions, such as increasing spending and 
increasing the monetary supply. There will also be a greater appetite for safe havens and less 
risky assets, such as gold and similar gold-like commodities, which exhibit better store of value 
properties. 
 
 
Emerging Markets: Currency Crises and Capital Controls 
 
Recently, there has been ongoing currency problems in many emerging markets. Venezuela is in 
a category all on its own with mind-boggling hyperinflation. However, several other major 
economies have all seen significant declines in their currency values as well, such as Argentina, 
Turkey, South Africa, India, Russia, and China. While there is a myriad of different reasons for 
the various currency declines, such as growing debt, trade tensions, and a strengthening dollar, a 
common thread among all is the incompetence and corruption of a national government or, in 
some cases, even a purposeful devaluing of currency. 
 
At the same time, there is some form of capital controls across some of the largest economies in 
the world, such as China, Brazil, and Russia. China has extensive controls and even stepped up 
these measures in 2018. Brazil enacts certain taxes on financial asset purchases by foreigners. 
Russia implements certain restrictions on its residents from transacting in foreign currencies5. 
While other countries may not have capital controls, as emerging market currencies see 
significant declines, the prospect of new capital controls become much more likely. For example, 
many investors are getting worried about new capital controls in Turkey and Argentina. 
 
Additionally, there are other types of capital controls in play that affect global capital flows. 
Controlling and censoring global transactions happen on a daily basis already and affect citizens 
in many countries. SWIFT, the international money transfer system, is a perfect example. 
Though SWIFT is a cooperative, national authorities, particularly the US and the EU can control 
transactions within the network. Through political sanctions against certain governments or 
private companies, the transaction can be revoked, or funds even seized by national 
governments6. Recently, Germany also suggested creating an alternative system to SWIFT 
because the US government has too much control over the capital flows within it7. 
 
In our view, weakening national currencies coupled with the threat of enhanced capital controls 
make the use of cryptocurrencies on a large scale much more appealing. In a recent survey by 
ING, 18% of Turkish citizens already own, and 45% expect to hold some cryptocurrency in the 
future. Turkey was the top country out of the 15 primarily European countries surveyed. 
Romania, who also has had significant currency problems within the last decade, ranked 2nd with 
38% of respondents saying they expect to own cryptocurrency in the future8.  



      Source: ING International Survey 
 
 

Additionally, when looking at Google Trends over the last five years for the term “bitcoin," the 
top two countries with the most hits were South Africa and Nigeria, both countries that have 
struggled with currency devaluations during that time. Interestingly, when lining up Google 
Trends alongside a timeline of the Naira's volatility, there seems to be a very close correlation10.  
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With the rise of decentralized payment networks, it seems that capital controls will become less 
and less effective. This is already the case in China, where citizens already use decentralized 
payment networks to get money out of the country10. Likewise, Iranian citizens and private 
companies have turned to cryptocurrencies to evade US sanctions11. We see this trend continuing 
over the next several years, as countries lose more control over their currencies and 
cryptocurrencies become more familiar and accessible in every country. 
 
 
Crypto Assets: Opportunities and Solutions 
 
Crypto assets are an innovation that offers several unique features that differentiate themselves 
from traditional currencies and financial assets. While crypto assets is a broad term, in our view, 
there are several critical factors to take into account when determining our investment approach. 
While each feature must be considered, we also examine each particular use case when 
identifying which crypto assets may hold the most significant potential for economic impact. In 
specific scenarios, some of the following features may not always be optimal. Nonetheless, when 
considering how investable a crypto asset is, the following elements must be diligently explored:  
 

1. Open-source  
2. Provably scarce  
3. Public, permissionless, uncensorable networks 
4. Sufficiently decentralized 
5. Secure 

 
While the first three are easily identifiable, the 4th feature is a hotly debated and mostly 
subjective judgment. The 5th feature is harder to determine, as well, and often is only confirmed 
over time. Overall, we view these features as the most important ones for any crypto asset and 
the ones that are generally vital to long-term adoption and growth. 
 



Open-Source 
 
Open-source is a proven way to efficiently develop a product and grow a community of users. 
By essentially crowdsourcing expertise and incentivizing users to create something that they 
would want to use, development is cheaper; and the network is typically more secure and free to 
use. The security benefits of open-source software have been formulated in what is known as 
Linus's law, named after Linux founder Linus Torvalds: "Given a large enough beta-tester and 
co-developer base, almost every problem will be characterized quickly, and the fix obvious to 
someone."12 While, in some cases, the private and proprietary code is the cornerstone of the 
business model, we see the open-source nature of crypto networks as also being a vital value 
creator. 
 
The critical difference between open-source crypto networks and other open-source projects, like 
Linux and Apache HTTP server, is that the latter simply unlocked value rather than captured 
value. Most of the value captured from these open-source innovations were the websites and 
applications built on top of them, such as Facebook, Amazon and other internet giants. However, 
open-source crypto networks can capture value because of the native crypto asset that 
incentivizes and coordinates all activity on the network. In this respect, we share similar views to 
that of Chris Burniske and Joel Monegro13.  
 
Overall, we see the most practical implementation of the open-source feature in decentralized 
payment networks, such as Bitcoin and other crypto networks that focus solely on payments. 
Payment networks are a use case that depends heavily on censorship resistance, which open-
source helps support. Additionally, the costs of forking an open-source payment network are 
relatively low compared to other crypto networks, which puts additional pressure on core teams 
to create and maintain appropriate incentives for all parties involved. 
 
That being said, we also look forward to crypto networks that implement permissioned and 
modular offerings that will seek to extract value. These will be use cases beyond payment 
networks, in these ecosystems there may be certain restrictions on who can write data to the 
blockchain or participate in some if any capacity. This is prevalent in enterprise applications of 
distributed ledger technology; open-source is not critically necessary and may even undermine 
some of the potentials for capturing value. 
 
 
Provably Scarce 
 
When evaluating potential projects, it is important to look at its monetary policy and how easily 
that monetary policy can be changed. This means considering factors such as issuance schedule, 
circulating supply, inflation rate, and governance. Provably scare means having a fixed supply or 
at the very least one where inflation is provably low and unable to be changed easily. It means 
the supply schedule is hardcoded in and a centralized entity does not have an ultimate say over 
the total supply. Inflation can undermine store of value (SoV) characteristics, which severely 
weakens what we see as one of the most practical near-term “killer applications” for crypto 
assets. Ideally, we look for projects that have concrete issuance schedules, a high circulating 
supply, low or no long-term inflation, and governance that supports good monetary policies. 
 



Being provably scarce is the vital difference between what is considered "easy money" and "hard 
money." Easy money is where the total supply can be easily changed and added to, whereas hard 
money is where the total supply is not able to be increased easily or quickly14. USD would be an 
example of easy money because central banks can print as much as they like instantly. Gold 
would be an example of hard money because increasing the supply requires significant time and 
energy since gold is less abundant. Crypto assets for decentralized payment networks that have 
characteristics of easy money do not provide a real value proposition in our view, making them 
too similar to existing currencies with the same inflationary risks.  
 
 
Public, Permissionless, Uncensorable 
 
A public network is one in which anyone can view and access the data and shared ledger. This is 
important because a public network ensures better security, due to more people having a copy of 
the history of transactions. The decision-making process is left up to each “node” or user and the 
resulting system behavior is the aggregate response. It also means greater transparency and data 
sharing, which is one of the advantages over traditional centralized networks where data is 
private and proprietary.   
 
A permissionless network is one in which anyone can participate. Permissionless crypto 
networks mean anyone can contribute to the code, download a node, become a miner, and 
efficiently transact. We view certain applications of permissionless networks as an innovative 
way to create real economic value. Permissionless networks are vital for ensuring that the 
network is censorship resistant. Censorship resistance means there is no single entity or group of 
entities that act as gatekeepers, stop transactions from going through (censorship), or arbitrarily 
seize assets. Crypto assets that are censorship resistant can be a more significant value 
proposition than traditional financial assets, almost all of which can be subject to some form of 
censorship, particularly from governments. As mentioned before, this is especially the case for 
decentralized payment networks. 
 
However, we also recognize the potential of specific use cases that rely on permissioned 
networks, as well. Though it will vary by use case, the nature of network participant relationships 
and the amount of trust required between peers on the network will heavily influence the need 
for a permissioned or permissionless network. Each has its own merits when it comes to 
unlocking and capturing value. 
 
Additionally, we believe that, in some cases, being 100% censorship resistant may not ultimately 
matter. We think that in cases like decentralized payment networks that censorship resistance is a 
high priority, but perhaps not in other instances. One such example would be an online gaming 
crypto project that has in-game items and currencies that are based on a permissionless, public 
blockchain. There is a large trade-off with distributed consensus; you are sacrificing user 
experience and speed in exchange for removing the central authority. So, it is important to 
explore “the cost of broken trust”. Losing one’s live savings or having their assets seized is a 
much greater cost than losing an in-game item in World of Warcraft.  

Ultimately, we think the "censorship resistance" is a bit overstated in specific scenarios. We 
believe that the majority of users will care about convenience, user experience, and a vast 
network of peers more than they care about censorship resistance and decentralization. Though 



this, unfortunately, differs from the ideas from many of the early crypto pioneers, getting to mass 
adoption will depend on more practical factors. 

 
Sufficiently Decentralized 
 
One of the main attractions of this space is the promise of decentralization and distributed 
systems, which hold a slew of benefits. The issue of decentralization is not so straightforward, 
however. Being decentralized goes beyond merely having a system with a shared database. 
There are many different aspects to what qualifies a project as centralized or decentralized. Many 
factors come into play, such as a number of nodes, where the decision-making process occurs, 
token distribution, consensus mechanism, mining power, governance structure, whether a node 
has partial or complete system information, and numerous other factors.  

A project with centralized aspects presents vulnerabilities and risks to investors in terms of 
security, censorship, and liquidity. However, the same project may benefit from a strong leader, 
a more directed, coherent effort, and go to market first.  Whereas a decentralized project may 
move slower it may also get more things “right” through the lens of Linus’s Law. 

Each model has its trade-offs so it is important to evaluate each potential investment against this 
extensive list of criteria.  
 
Secure 
Security is the foundation for any crypto network. Without it, the value of a network and the 
native token would likely be worthless. If a crypto network cannot guarantee the security aspect, 
then you are much better off using its centralized equivalent because of its scalability 
efficiencies. Fortunately, the open-source nature of many projects helps patch bugs and 
vulnerabilities fast. 

It should also be noted that security refers to security in the actual protocol of a network, not 
something that has been built on top of it. For instance, the Parity wallet hack of millions of 
dollars' worth of Ethereum was not a vulnerability in Ethereum, but the weakness of an app built 
on Ethereum. Similarly, if Chase Bank’s website were hacked, we would not blame it on a bug in 
HTTP.  

Security is especially vital for crypto assets that are aiming to become the store of value assets. 
Without the absolute confidence that a system is virtually unhackable now and very far into the 
future, there is no reason people would begin using it as a store of value. Crypto assets that have 
never had any security incidents and can persist over time will build a reputation for themselves 
as a good store of value for investors. Bitcoin’s slow, methodical approach to “features” and 
upgrades has enabled this so far.  

 

 



Crypto’s Best Use Case (For Now): Store of Value  

In our view, crypto assets that have the potential to become actual store of value assets (SoV) are 
the most desirable investments in the near-term. Not only do we believe that SoV assets have a 
high potential for return on investment, but we think it is necessary for a Crypto asset to become 
a store of value before it can become a widely used medium of exchange (MoE).  

There are several reasons we think crypto assets can make good SoV assets. The best analogy is 
gold, the current global standard for SoV. Like gold, crypto assets are scarce in nature. They are 
both hard money. The supply of gold cannot be changed easily, and there is a fixed amount of it 
available. For this reason, both are deflationary.  

Additionally, another value of gold is the fact that it is not controlled by one government or 
authority. Like crypto assets, it is naturally a global asset and governments have limited control 
over its value.  

Likewise, both gold and crypto assets have underlying utility value. Gold can be used for jewelry 
and manufactured into other objects. Crypto assets have underlying utility value as well. 
Cryptocurrencies, specifically, are useful for peer-to-peer payments, which are faster, borderless, 
private, and resistant to censorship – all unique advantages over traditional fiat. Other types of 
crypto assets come with varying utility value, as well. Thus, the underlying utility of crypto 
assets can help supplement and solidify its SoV properties. 

Furthermore, not only do we believe that crypto assets and gold can share similar SoV 
properties, but crypto assets can offer a few distinct advantages over gold. The digital nature of 
crypto assets makes them much more convenient and accessible than gold. There is no 
substantial physical task required to move and store crypto assets, albeit it a bit of a learning 
curve currently. Additionally, crypto assets are much harder to seize from entities like 
governments, further reinforcing them as a true safe-haven asset. 

On the other hand, crypto assets still come up a bit short in certain aspects when compared to 
gold. The main shortcoming is that gold has been around for centuries and has been used as a 
SoV for an incredibly long time. The length of the social contract created around gold as a 
universal store of value is much, much longer. Thus, time is one of the best-supporting factors 
for a SoV asset. Crypto assets, on the other hand, are too young to be widely understood and 
accepted by the broader global community. However, this is also why SoV crypto assets are a 
desirable investment – because it is still early in their adoption cycle; the beginning of a new 
social contract for value. 

In addition to being censorship resistance and easily accessible, we believe that security should 
be a core focus to helping solidify crypto assets as SoVs. Security is critically important because 
it can help instill confidence in an asset. If an asset, particularly a decentralized crypto-based 
one, can prove itself to be secure over the long-term, then it has a chance to secure itself as a 
SoV asset. 

Part of the reason Bitcoin has been the most successful of all crypto assets is that it has proved its 
security over the most extended term (nearly 10 years). Also, the community and core team have 



continually opted to prioritize security over other factors, such as scalability and functionality. 
Bitcoin's scripting language is optimal for security because it has fewer attack vectors than more 
complex, Turing-complete languages, such as Ethereum’s Solidity. Choosing a more limited 
functionality relative to other programming languages minimizes the chances for buggy code and 
enables a larger developer base to monitor and comment on the quality of new code commits.  
Other security features of Bitcoin include resistance to Sybil attacks, proof-of-work consensus 
model, smaller block sizes, and others. With security as a priority, the store of value argument 
becomes stronger. Other important factors to consider when supporting a crypto assets' SoV are 
governance, privacy, development team ideology, and monetary policy. 

While it is still early, we have already seen crypto assets, notably Bitcoin, being used as a real 
store of value. It is already happening in countries where inflation is rampant in their national 
currencies, capital controls are in place, and financial privacy is non-existent, as we discussed in 
previous sections.  

 
This SoV property is being recognized much faster by developing countries who are using 
Bitcoin and other crypto assets out of a real financial need; countries where it is less likely they 
lose wealth to a hacker than their national government.  
 
Developed countries like the United States will naturally be more resistant to accepting the SoV 
value proposition of crypto assets for two reasons. One, governments want to protect 
seigniorage, the profit made by a issuing a currency. The second is because they have functional 
SoV assets in the form of stronger national currencies, gold-backed financial instruments, real 
estate backed by a system with secure property rights, and other relatively stable stores of value 
with established committees and regulatory frameworks. The SoV of crypto assets is not as much 
of an improvement to their current options as it would be to citizens and businesses of 
developing countries. However, we also believe that developed countries, global financial 
institutions, and governments will eventually come around to understanding and trusting crypto 
assets as a better SoV for the reasons mentioned earlier. Wider adoption in more developed 
countries will simply occur on a longer time horizon. 
 
 
Types of SoV Crypto assets 
 
There are some in the crypto space that are convinced that there will only be one useful crypto 
asset left standing. Those who call themselves “Bitcoin Maximalists” would fall under this 
category because they believe that Bitcoin will be the only crypto to see mass adoption. They 
also believe that any other altcoin with different features or value propositions will eventually 
become worthless or fail. There are others in the space that still believe there will only be one 
crypto asset left standing, though they claim it is too early to know if Bitcoin will be the 
winner15. These types would fall into a “winner take all” worldview. 
 
However, we subscribe to a worldview that envisions a multi-coin financial system – one in 
which multiple SoV crypto assets, MoE crypto assets, and utility tokens all coexist. We see there 
being non-sovereign SoV crypto assets and sovereign SoV crypto assets. We believe there will 
be stablecoins, crypto assets optimized for MoE, and utility tokens that will have particular uses. 



We still adhere to the idea that non-sovereign SoV crypto assets will have more considerable 
upside potential for investors. This is mostly based on the idea that these will have the lowest 
velocity, be deflationary in nature, and have global appeal.   
 
In his paper, An Institutional Investor’s Take on Crypto, Jon Pfeffer describes the total 
addressable market of a non-sovereign monetary store of value15. Based on the total market value 
of gold and foreign currency reserves, he estimates a dominant non-sovereign crypto asset would 
have a total market value between $4.7 – $14.6 trillion. For reference, if that crypto asset were 
Bitcoin, 1 BTC would be worth between $260,000 – $800,000, after accounting for several 
arbitrary assumptions. While we may differ on a few of his assumptions, we agree with Pfeffer’s 
overall thesis for the tremendous upside of crypto assets that aim to become a non-sovereign 
global store of value. 
 
 
SoV 1.0 
 
We see some of the earliest crypto assets that aim to function as purely currencies to also be 
candidates for a global SoV. The leader in this category by a large margin today would be 
Bitcoin. However, other candidates, such as Decred, Monero, and Zcash are other 
cryptocurrencies that demonstrate similar properties, even though they have yet to reach the 
same level of adoption. We would categorize these assets and those related to them as SoV 1.0 
because they are the original decentralized payment networks that have SoV properties. 
However, as the crypto ecosystem continues to evolve, there are innovations of crypto assets that 
we see also potentially being potentially good SoVs that fall outside of the decentralized 
payment network use case.  
 
 
SoV 2.0 
 
We believe that innovations such as non-fungible tokens, tokenized real-world assets, and other 
fungible asset layers, can also function as good stores of value. A non-fungible token (NFT) is an 
individually unique token that can be cryptographically verified without the need for any central 
authority. While NFTs can be created for real-world goods, such as property deeds or a car title, 
their real innovation is being able to create scarcity for natively digital goods. Digital assets such 
as in-game items, digital art, and online collectibles. In a world where the amount of property we 
own that lives exclusively in the virtual world is proliferating, NFTs provide a way for real 
digital ownership that is free from censorship, control, or manipulation. 
 
Additionally, many of these types of goods can also be useful SoVs. Things, such as collector’s 
items, art, real estate, are all used as a SoV in the physical world. With the rise of NFTs, there 
are already crypto projects creating these digital equivalents. Projects like MLB Crypto Baseball 
are creating digital baseball cards16. Other projects are doing the same for digital art. Another 
project, Decentraland, has created a VR reality game, much like Second Life, that has provably 
scare real estate, with each plot represented by its own NFT. Thus, for the first time, you can 
purchase digital real estate that can easily be traded and not be seized or manipulated by its 
creators.  
 



Online gaming is another market that is growing extremely fast. In-game items that are backed 
by cryptographically secure tokens hold enormous potential to create billions of dollars in real 
value. There are dozens of other examples of these and likely thousands more that will be built in 
the next few years. While there are slightly different risks that come with these NFT assets, we 
believe they can function as similar SoV to their real-world counterparts. 
 
Additionally, we see similar trends with traditional financial assets through tokenization. 
Conventional assets like securities, bonds, and other instruments will soon be issued on 
blockchain-based cryptographic networks. By relying on mechanisms like smart contracts, 
transactions can be much more efficient and have automated payouts. Much like other crypto 
assets, tokenized assets can take full advantage of the frictionless, borderless system of global 
exchange. While these assets merely bring greater efficiencies rather than genuinely 
transformative value, we still see these assets as being essential additions to our portfolio as they 
begin to come to market over the next couple of years. 
 
Likewise, another innovation that will soon be available to investors will be tokenized real estate. 
Real estate will not only be tokenized; it will also be fractionalized. It will soon be possible to 
buy a portion of a property in the form of a token or potentially millions of tokens. These tokens 
would represent a legal claim to ownership and convey benefits to the holder, such as rent 
payments. Real estate will soon be instantly more accessible and affordable to the majority of the 
globe who are priced out of that market. Through real estate tokenization, never-before-seen 
liquidity will be introduced on a global scale, which will be truly transformative. A liquidity 
premium of 10 to 30% could be introduced via tokenization and introducing competitive markets 
globally. While there are many technical infrastructure and legal uncertainties that must be 
ironed before this becomes a trusted, well-functioning market, we believe that tokenized real 
estate assets will unlock trillions of dollars in value. 
 
 
Permissioned Data Networks 
 
While we are confident that public, permissionless crypto networks will create value and have 
long-lasting economic impacts, we also recognize the potential of permissioned systems in some 
instances. While permissioned networks do require a higher degree of trust, they can also better 
align financial incentives with network participants. However, permissionless, open-source 
projects have their limitations. Contributors to these networks can miss out on financial rewards 
for contributions. Decision-making that relies on the crowd can be slow, inefficient, and 
manipulated, while permissioned networks can operate with a more definite sense of objective 
and direction.   
 
As previously mentioned, whether a permissionless or permissioned network is ideal depends 
wholly on the specific use. An area where we think permissioned systems have a potential to 
both unlock and capture value is with data marketplaces. We see these as the next evolution from 
the current state of a large data monopolies, such as Facebook, Google, Amazon, and Netflix. 
We do not see this business model of complete value extraction from users being sustainable, 
particularly in light of recent high-profile hacks, greater privacy concerns, and the new 
opportunities crypto networks offer. 
 



In a data marketplace crypto network, users can be compensated for data they provide, both 
voluntarily and involuntarily. In turn, the data collected could be monetized and sold to third 
parties or used to build a layer of applications. The idea of permissioned data networks works 
well with markets that have higher levels of regulations or may not have a large number of actors 
operating or already require a high level of trust. One example would be in the area of supply 
chain management, particularly agriculture. Entities along a supply chain, such as farmers, 
distributors, customs agencies, warehouses, and retailers, could have permission to input their 
data into the network. In turn, they could be compensated for merely providing different data 
points, such as # of goods, transit times, and temperature storage. Overall, this would be a way to 
aggregate previously unmeasured or siloed data sets and then monetize that data for a collective 
group that did not have the necessary trust to do so beforehand.  
 
 
Timing 
 
We acknowledge that the timeline for our thesis to play out in its entirety is long. In the short to 
medium term, there is much uncertainty and many obstacles to overcome, including technical, 
regulatory, and general education problems.  
 
Though we are bullish in the long-term, we are keenly aware that we must consider the short-
term volatility of crypto assets to maximize the potential of our investments. Currently, the 
cryptomarket is nascent, and there has yet to be any real decoupling of prices within the asset 
class. By and large, the cryptomarket is heavily correlated, which presents higher risks. Thus, in 
the short-term, timing is one of the most critical factors for a successful and sustainable 
investment approach. 
 
Our approach to the timing involved with current roadblocks is as follows: 
 

1) What matters this year? 
2) What matters in the next 2-3 years? 
3) What matters in the next five years and beyond? 

 
 
This Year 
 
Towards the end of 2018 and the first half of 2019, the following factors will be the most 
impactful on the cryptomarket: regulatory clarity, institutional custody solutions, and greater 
liquidity. 
 
Regulations surrounding security tokens, taxation, and centralized crypto exchanges are the 
issues that need the most clarity. Regulators, particularly in developed countries with high 
volumes, have yet to come out with clear guidelines on which tokens are considered securities or 
how investors should report taxes on crypto assets. There is also the looming question of if 
regulators will decide to focus on centralized exchanges that may not comply with existing 
regulations regarding KYC/AML, securities, money transfer licenses, and others securities 
regulations. Additionally, there is no coherent regulatory framework or clear division of 
jurisdictions by agencies, particularly in the US. Even if regulators decide to take additional 



action, which will inevitably cause a market downturn in the short-term, such action will help set 
future expectations and stabilize prices long-term. 
 
Institutional custody solutions and greater liquidity go hand-in-hand. Though retail investors 
have a relatively easy time handling custody of their crypto assets, there are not yet really any 
viable options for large financial institutions. To participate in the market, large institutions must 
often use trusted third-party custodians because of the large volume of assets traded and various 
legal requirements. This has kept a large portion of institutional money on the sidelines for now 
and hindered the development of crypto-related financial instruments, such as ETFs. When asset 
classes first get an ETF, the price receives a subsequent boost due to the new accessibility. Given 
the numerous hurdles for the average investor to participate, we don’t think a Bitcoin ETF will 
be any different. Gold was at around $300 in 2004 when its first ETF was approved and saw 
rapid price appreciation in the years following, reaching highs of close to $1900 in 2011.   
 
 

 
November 18, 2004, was when the first gold ETF, SPDR Gold Trust (GLD) was launched  

 
 
Additionally, the crypto markets have relatively low liquidity compared to other common 
markets, meaning it is still too risky for many institutional investors to become involved. 
However, this barrier will dissolve over time, in tandem with custody solutions, more 
institutionally-focused crypto exchanges, and as more investors become interested in crypto. 

 
 
 
 



2-3 years 
 
In the next 2-3 years, what matters most will be the foundational technical infrastructure for a 
genuinely crypto-centric economy. While there are a lot of great ideas for dApps in development, 
we still believe it is too early for most of these to see real success until the necessary technical 
infrastructure has been laid out. The most critical infrastructure that has yet to be implemented 
are things like optimal smart contract platforms, better mobile wallets, identity solutions, dApp 
portals, and interoperability solutions, such as user-friendly decentralized exchanges and atomic 
swaps.  
 
It is a bit premature to start thinking about mass adoption of users until there is a simplistic and 
intuitive way for users to interact with the technology. Concerning smart contract platforms, the 
next 2-3 years will determine which projects, like Ethereum, EOS, Cardano, and others, will 
provide better security, developer activity, user interface, community decision making, and other 
benefits. Whichever platform can prove the dominant winner will significantly affect how the 
ecosystem develops moving forward. 
 
 
Five years + 
 
In the longer term, the key developments that need to play out will be higher education about the 
advantages of crypto assets, significant improvements to network scalabilities, and government 
adoption and implementation of non-sovereign public crypto networks.   
 
Education is something that is a fundamental requirement for the crypto ecosystem to develop 
and it is also something that will inevitably happen slowly but surely. However, we think the 
education process and acceptance of the new tech will happen faster than it did during the dawn 
of the internet, due to the efficient global communication infrastructure that has already been 
built. The most important aspect is not so much for the general public to understand the technical 
details of how blockchains or consensus mechanisms work. The part that will be vital for mass 
adoption is for people to realize that the technology empowers financial freedom, enhanced 
privacy, greater access to capital, new methods of earning a living, and all the other undiscovered 
benefits to come. However, it remains to be seen which of these elements people value. As we've 
seen in the past, many people are willing to tolerate centralized actors capable of censorship and 
surveillance if that leads to a perceived better user experience.  
 
Scalability is also a critical development to watch. Almost all genuinely decentralized crypto 
networks currently can handle a mere fraction of the volume they would ultimately need to 
sustain. This is something that will improve slowly over time as solutions are researched and 
implemented, much in the way internet speeds enhanced orders of magnitudes over the last two 
decades.   
 
Governments are another obvious roadblock to greater acceptance and use of crypto networks. 
Right now, many governments are starkly against them, either outright banning them, like India, 
or placing onerous restrictions on their trading environments, such as the State of New York. 
This is not too surprising, as governments effectively have a monopoly on currency, which they 
instituted for themselves by banning the creation of private currencies in many instances. 
Additionally, these currency monopolies are quite profitable through seigniorage, which is the 



difference between the face value of money and the government’s cost to produce that money. 
Thus, governments have a hefty incentive to protect their regional currency monopolies. 
 
Furthermore, many governments take the stance of the "Blockchain, not Bitcoin” approach, 
where they actively dismiss current crypto assets like Bitcoin and are trying to implement their 
own private, permissioned blockchains in some fashion. Some are even looking into issuing their 
national digital currency, over which they would still retain control. While these efforts may 
work to help legitimize the technology, we do not see these as transformative developments that 
will leverage the real value of crypto networks. Once governments start to capitulate to new non-
sovereign, public, permissionless, uncensorable crypto networks, then this will be one of the 
final steps towards global acceptance. The crypto assets that can achieve global acceptance will 
be able to capture incredible value, particularly for its earliest investors.  
 
 
Conclusion 
 
Overall, our thesis is one that believes the store of value properties of crypto assets will be the 
real driver of mass adoption. It must be secure, easily accessible, and free from capital controls. 
We do not think that it will be a "winner take all" with merely Bitcoin or another crypto asset 
being the sole global crypto asset. There will ultimately be many different SoV crypto assets in 
various forms, from decentralized payment networks to non-fungible tokens to other fungible 
asset layers, such as real estate. 
 
While this reflects our general approach, we acknowledge that the timeline for our thesis to play 
out is relatively long (i.e. years not months). We are confident that in the long-term there will 
very likely be a widely used non-sovereign monetary store of value in the form of a crypto asset. 
We are sure that non-fungible tokens will be used on an everyday basis by a large portion of the 
population. We believe that assets of all types will be tokenized, and our legal system will evolve 
to accommodate such. People's perception of value will continue to develop as technological 
innovations surrounding crypto evolve. 
 
The crypto space is one that is evolving incredibly rapidly. As such, we are continually changing 
our valuation frameworks and investment thesis. As new information becomes available and 
innovations are introduced, we will continue to update our approach and capitalize on new 
opportunities in the space.  
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