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Portfolio Manager’s comments         

CONSENSUS conference in NYC had a record attendance of over 8,500 participants but 

failed to ignite a bullish spark to the markets.  There were some great panel discussions 

with Regulators like James B. Bullard from the St. Louis Fed, industry titans like FedEx’s 

Chairman and CEO Frederick W. Smith, VC firms such as Union Square Ventures headed by 

Fred Wilson , ex-bankers like Bitmex’s CEO Arthur Hayes and amazing entrepreneurs like 

Square’s CEO Jack Dorsey to name just a few.  A lot of the crypto hedge funds participated as 

well with appearances from Pantera Capital’s Dan Morehead, Blockchain Capital’s Co-

founder Bart Stephens, ConsenSys Venture’s Founder Joseph Lubin and others. 

To summarize, three topics that were constantly being brought up in panel discussions: 

1) how to improve the User Experience in day to day life with crypto currencies;  

2) Institutional custodial solutions with an important announcement of a partnership 

between Nomura, Ledger and Global Advisors; 

3) regulations in general but more focused on how to curb the number of ICO launches.  

Volatility decreased during May but amplitude remained high with BTC trading as high as 

$9,964 and a low as $7,090 closing the month at $7,494, down 18.9% while Genesis Block 

Fund was down 20.14% and the TOP10 down 20.90%.  On the last 10 days of May the 

market sold off after NASAA, the US Justice Department and the CFTC announced different 

investigations on crypto currencies.  This clearly created short-term noise but is supportive 

for the long-term development of the market by penalizing any bad actors within the 

ecosystem. 

EOS released their latest tech Dawn 4.0, their main net will soon launch in early June.   

There was a lot of volatility in the EOSxBTC pair, which traded from 0.0138 to 0.0214, a 

55% intra-month range that we traded in and out with a 5% position generating some 

gains. Unfortunately, after a fantastic April EOS underperformed in May, but we remain 

bullish on this token.   Our gamma strategy on BCHxBTC pair did well during May as we 

decreased the BCH longs at mid/high teens to later cover them in the low/mid-teens, this 

pair traded from a range of 0.122 to 0.185, a 51% intra-month range.  DCR which is a hybrid 

PoS/PoW consensus algorithm did very well, so we decreased our positions during the 

second half of the month to wait for a better entry point. 

For those who would like to bet on the upcoming World Cup results you may do so using 

Cryptocup, a betting site built using Smart Contracts that you bet using Ether.  This shows 

the power of a decentralized network at work and is a simple real use-case scenario of 

blockchain technology. 

 

https://en.wikipedia.org/wiki/James_B._Bullard
https://www.linkedin.com/in/frederick-w-smith-2957259b/
https://www.linkedin.com/in/fredwilson/
https://www.linkedin.com/in/arthur-hayes-b493b42/
https://www.linkedin.com/in/jack-dorsey-440445bb/
https://www.ledger.fr/2018/05/15/nomura-ledger-global-advisors-building-komainu-secure-digital-asset-custody/
http://www.nasaa.org/45121/state-and-provincial-securities-regulators-conduct-coordinated-international-crypto-crackdown-2/
https://www.bloomberg.com/news/articles/2018-05-24/bitcoin-manipulation-is-said-to-be-focus-of-u-s-criminal-probe
https://medium.com/@bytemaster/introducing-eosio-dawn-4-0-f738c552879
https://cryptocup.io/landing


 

 

 

Interesting announcements/comments: 

- SEC Chairman Clayton: Bitcoin is not a security 

- JPM is developing their crypto currency strategy after calling Bitcoin a fraud last 

September. 

- NYSE has plans to open crypto exchange. 

- Are crypto currencies a growing threat to FAMGA (Facebook, Apple, Microsoft, 

Google and Amazon)? 

- Florida’s Seminole County starts accepting Bitcoin and Bitcoin Cash to pay taxes. 

- Ripple hit with a class-action suit over “never ending ICO”.  

- Argentine bank ditches SWIFT for cross-boarder payments. 

 

Monthly estimated return          

 

 

 

 

 

Tech corner            

Lightning Network is a “second layer” payment protocol that operates on top of the Bitcoin 

blockchain and allows for near-instant, incredibly cheap Bitcoin transactions. The Lightning 

Network is a mesh of nodes connected through a network of bidirectional payment 

channels. 

In order to transact on the Lightning Network, a user must open a payment channel by 

committing a funding transaction on the Bitcoin Blockchain. Once a channel is funded, the 

user can transact with other lightning nodes indefinitely, so long as their channel is funded. 

Once the user is finished with their transactions, they can close the channel by sending a 

close-out transaction on the main Bitcoin blockchain. 

Let’s walk through an (imperfect) analogy. Lightning works a lot like a bar tab. If you’re 

planning to post-up at the bar and double-fist ice-cold crispies for a few hours, it doesn’t 

make sense to pay each time you get another round. If you’re paying in cash, this would 

require the server to get correct change for each transaction. Worse, if you’re paying with 

credit, the server would need to run your card and get a signature every time. You want to 

drink without interruption, but the bar owner wants to make sure you don’t run off with a 

free buzz, so what do you do? You open a tab. 

When you open a tab, the bartender will keep track of what you’re drinking, and you won’t 

pay until you decide you’re done for the night. In order to prevent getting stiffed, the 

bartender may keep your credit card or even your identification. If you forget to close your 

tab, the bartender will charge your account for the drinks and likely give himself a fat tip, 

 Jan Feb Mar Apr May Jun  YTD 2018 

Genesis -16.00% -5.17% -37.38% 57.20% -20.14%   -37.38% 

Bitcoin -27.80% 1.73% -32.93% 32.51% -18.90%   -47.06% 

TOP10 -21.20% -12.40 -41.64% 53.12% -20.90%   -51.21% 

https://coincenter.org/link/sec-chairman-clayton-bitcoin-is-not-a-security
http://www.businessinsider.com/jpmorgan-ask-oliver-harris-to-explore-cryptocurrency-strategy-2018-5
https://uk.finance.yahoo.com/news/nyse-isn-t-planning-bitcoin-135933407.html?guccounter=1
https://medium.com/crypto-oracle/why-cryptos-a-growing-threat-to-famga-a-k-a-facebook-apple-microsoft-google-and-amazon-ea237570d3ea
https://www.trustnodes.com/2018/05/20/u-s-government-agency-becomes-first-accept-bitcoin-bitcoin-cash-payment-taxes
https://www.bloomberg.com/news/articles/2018-05-04/ripple-hit-with-class-action-suit-over-never-ending-ico
http://bitcoinist.com/argentina-bank-ditches-swift-bitcoin-world-payments-first/


 

 

and you’ll have to take the walk of shame the following morning to pick up your cards and 

what is left of your pride. 

When you start your tab and hand over your credit card, you are effectively opening a 

payment channel. The bartender keeps tabs on how much you owe, and updates the state of 

your payment channel every time you order another beer. When you’re done, the bartender 

swipes your card, you add your tip, and you close the tab and close your payment channel. 

In addition to being efficient, there is only a small amount of trust involved. Once the 
bartender has your card, the bar is more or less guaranteed to get paid. You can check the 

tab at the end of the night and ensure that you’re paying the correct amount. If the amount 

is wrong, you’d likely have to talk with the owner. If the two of you still disagree on the 

amount owed, you may need to take the complaint to your credit card company. 

With the Lightning Network, you open a channel by sending a Bitcoin transaction on the 

Bitcoin blockchain, and commit a certain amount of funds to a lightning channel. Once 

funded, you can transact with anyone on the Lightning Network that shares an open 

channel with you. You can transact indefinitely until you are finished or out of funds, then 

post a closing transaction to the blockchain. The Lightning protocol uses a combination of 

smart contracts, time-locked transactions, multi-sig addresses, game theory, and more to 

ensure proper routing and payment. There are many great resources that explain the 

network in detail, but the main takeaways are as follows: 

1 Lightning allows for instant, cheap transactions. 
2 Security is enforced by blockchain smart contracts, without creating on-blockchain 

transactions for individual payments. 
The Lightning Network will not only save you a few bucks if you transact frequently, but it 

effectively allows for non-linear scaling of Bitcoin in general. If enough 

consumers/merchants use Lightning, Bitcoin will be capable of Billions of Lightning 

transactions per second. The implications of this statement are massive. Not only can 

Bitcoin scale better than traditional payment systems like Visa, Lightning will allow for 

“streaming money”, machine-to-machine micropayments, and other solutions that have no 

yet been envisioned. 

Joseph Poon and Thaddeus Dryja wrote the initial Lightning white paper a couple of years 

back. The specification was announced after the white paper, and it is currently under 

development by multiple parties (Elements Project, Lightning Labs, and ACINQ). For all 

intents and purposes, Lightning should be treated as Beta-level software that is not ready 

for public release. If you decide to open a lightning channel, only a small amount should be 

used at this time, and you should be prepared to lose funds. 

That being said, Lightning is live on mainnet Bitcoin and you can fund a channel and make 

real-life purchases right now. 

The Lightning Network is currently front and center in the Bitcoin scaling debate. Big-

blockers (BCH camp) are convinced that Blockchains can scale simply by increasing the 
blocksize when more capacity is needed. Small blockers (BTC camp) are convinced that 

more elegant solutions like SegWit, Schnorr Signatures, MAST and Lightning Network will 

allow for exponential scalability that can truly compete with and ultimately outperform 

legacy payment rails. 

https://www.youtube.com/watch?v=rrr_zPmEiME


 

 

Those who argue that LN is too complicated for ordinary users are being short-sighted. 

When the Lightning Network went live in December, it was too difficult for many users 

(including me) to use, even with a guide. However, in just a couple of months, ACINQ has 

put out this incredibly easy to use Eclair wallet. While the software and protocol are 

certainly not ready for mass adoption at this time, developers are working around the clock 

on UI and user improvements. 

Is Lightning the end-all-be-all solution for Bitcoin? No. I like to think of lightning as a 
complementary payment option. With fiat, I’ve got cash in investments, checking accounts, 

and my wallet, all with varying degrees of liquidity and security. I see Lightning serving 

more as the cash in your wallet for the short term. You can hit the ATM, pay a fee, and have 

a wallet full of cash for small purchases in the physical world. Online, you’ll open a lightning 

channel, pay a fee, then transact with little to no fees until you need to top up your wallet 

again. Eclair has already made the wallet pretty seemless, putting the BTC wallet and 

lightning channels in the same app. I wouldn’t be surprised if Bitcoin wallets are soon 

available which totally hide the lightning back end from the user. 

The Lightning Network is an incredible idea that is just getting started. The inner workings 

are beautiful and complex. 

For further reference please refer to the Lightning Network video presentation from 

Andreas Antonopoulos.  

On next months Tech corner we will explain the concept of Sharding on the Ethereum 

protocol. 

 

Fund Characteristics           

Minimum Investment  $100,000 

Subscription   Monthly 

Redemption   Monthly with 15 days pre-notice 

Administration fee  2% p.a. 

Performance fee  20% over Libor with High Water Mark 

Administrator   MG Stover 

Auditor    Cohen & Co 

Legal Counsel   Walkers Global and Freitas Leite 

Contact   genesis.block@blpasset.com.br  

 

 

 

https://medium.com/@dougvk/run-your-own-mainnet-lightning-node-2d2eab628a8b
https://www.youtube.com/watch?v=5wOqgUjYwc0&t=43s
mailto:genesis.block@blpasset.com.br


 

 

IMPORTANT DISCLUSURE AND DISCLAIMER 

THIS LETTER IS INTENDED ONLY FOR THE USE OF THE RECIPIENTS HEREOF, AND 

CONTAISN CONFIDENTIAL INFORMATION. THIS LETTER MAY NOT BE REPRODUCED, 

DISTRIBUTED OR PUBLISHED BY ANY SUCH RECIPIENT HEREOF FOR ANY PURPOSE, 

WITHOUT PRIOR WRITTEN AUTHORIZATION OF BLP GESTORA DE RECURSOS LTDA.  

THIS LETTER IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT INTENDED TO 

PROVIDE SPECIFIC INVESTMENT ADVICE FOR YOU AND SHOULD NOT BE RELIED UPON 

FOR THAT PURPOSE. YOU SHOULD NOT ACT OR RELY ON ANY INFORMATION PROVIDED 

HEREIN WITHOUT SEEKING THE ADVICE OF A PROFESSIONAL. 

NO INFORMATION PROVIDED IN THIS DOCUMENT CONSTITUTES A SOLICITATION, OFFER 

OR RECOMMENDATION TO BUY OR SELL SHARES OF ANY INVESTMENT FUND TO BE 

MANAGED OR SPONSORED BY BLP GESTORA DE RECURSOS LTDA. OR ITS AFFILIATES 

NOR SHOULD IT BE CONSTRUED AS SUCH IN ANY JURISDICTION WHERE SUCH A 

SOLICITATION, OFFER OR RECOMMENDATION WOULD BE ILLEGAL.  

THIS LETTER MAY CONTAIN ASSUMPTIONS, ESTIMATES, ILLUSTRATIONS AND 

INDICATIVE VALUES (THE “INFORMATION”) WHICH MAY BE AMENDED AT ANYTIME 

THEREBY IMPACTING ON THE OUTCOME OF THE PRESENTED BUSINESS. ALTHOUGH 

COLLECTED FROM RELIABLE AND SELECTED SOURCES, BLP GESTORA DE RECURSOS 

LTDA. DOES NOT ENSURE THE ACCURACY, UPDATING, PRECISION, ADEQUACY OR 

VERACITY OF THE INFORMATION PROVIDED HEREIN. NO REPRESENTATION IS MADE 

THAT ANY TRANSACTION CAN BE AFFECTED AT THE VALUES PROVIDED HEREIN AND 

NEITHER BLP GESTORA DE RECURSOS LTDA. NOR ANY OF ITS DIRECTORS, OFFICERS OR 

EMPLOYEES ACCEPTS ANY LIABILITY WHATSOEVER FOR ANY DIRECT OR 

CONSEQUENTIAL LOSS ARISING FROM ANY USE OF ANY INFORMATION CONTAINED 

HEREIN. 

THE PAST IS NOT A GUARANTEE FOR FUTURE PERFORMANCE. ANY PERFORMANCE 

FIGURES PRESENTED HEREIN ARE GROSS OF TAXES.   

INVESTMENT FUNDS PERFORMANCE IS NOT GUARANTEED BY FUND ADMINISTRATORS 

OR FUND MANAGERS, OR BY ANY CAPITAL PROTECTION MECHANISM.  

THE FUNDS REFERRED HEREIN HAVE LESS THAN TWELVE (12) MONTHS OF OPERATION. 

AN ANALYSIS OF AT LEAST 12 (TWELVE) MONTHS IS RECOMMENDED WHEN 

EVALUATING INVESTMENT FUNDS’ PERFORMANCE. 

INVESTORS MUST NOTE THAT AN INVESTMENT IN ANY INVESTMENT FUND TO BE 

MANAGED OR SPONSORED BY BLP GESTORA DE RECURSOS LTDA. WILL BE SUBJECT TO 

RISKS. THE VALUE OF INVESTMENTS MAY FALL AS WELL AS RISE AND INVESTORS MAY 

NOT GET BACK THE AMOUNTS INVESTED. 

BEFORE MAKING AN INVESTMENT DECISION, PLEASE READ THE RELEVANT OFFERING 

DOCUMENTS, THE FUNDS’ BYLAWS AND OTHER OFFERING MATERIALS IN THEIR 

ENTIRETY. 


