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During the quarter we increased our weightings to Cardano and Tron. In order to gain increase exposure to Defi
(“decentralized finance”) in a measured way, we also increased our weightings to Ethereum and Chainlink.

DeFi is the blanket term for financial services like borrowing, lending, and trading built using decentralised
infrastructure, such as public blockchains and smart contracts. By using decentralised technology like smart
contracts, which are self-executing contracts made of computer code, DeFi allows for the elimination of costs and
provides for time saving benefits, as the process is automated and therefore does not rely on middlemen.

As opposed to concentrating all our capital in just Bitcoin, we minimise risk by investing across the leading
cryptocurrencies. This also provides us with upside potential as the other cryptocurrencies have the opportunity to
deliver significant returns to our investors. Ethereum, Cardano and Tron are prime examples of cryptocurrencies
which delivered us a significant gain during the quarter. These coins out performed Bitcoin in regards to % price
appreciation.

At this stage, we consider gaining exposure to Defi
through our holdings in Ethereum and Chainlink
provides us the opportunity to benefit from DeFi whilst
managing risk. As the DeFi ecosystem is still in its
infancy, there is the risk of potential failure. As with any
new industry, the early days are marked by losses and
mishaps along with innovation and growth. We
consider that the DeFi industry is aware of the risks,
and is working to overcome such challenges in order to
make this decentralised industry scalable for mass
adoption.

Bitcoin has been oscillating in a fairly narrow range between USD $9,228 and USD $10,787 for the quarter. Since
June, on-chain indicators have indicated a bullish uptrend for Bitcoin. Various on-chain indicators, ranging from
whale activity (individuals or entities that hold large amounts of Bitcoin), HODLing activity (cryptocurrency term for
holding the cryptocurrency rather than selling it), address activity and hash rate all signal a healthy accumulation
phase for Bitcoin.

As the majority of DeFi projects are built on the Ethereum platform we can therefore benefit without materially
increasing our risk exposure. DeFi applications require accurate price data. Chainlink’s oracle network powers a
majority of the price feeds that govern lending and borrowing on the DeFi platforms. 

Executive Summary
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Industry Commentary

“Our investment in Bitcoin is part of our new capital allocation strategy, which
seeks to maximize long-term value for our shareholders.” MicroStrategy CEO

In addition to focusing on the return on capital we also focus on the return of capital. That is
why we only invest in the big end of town, we don’t invest in the long tail assets, the smaller
cryptocurrencies. To be considered for investment the market cap has to be at least $500 million. At this time,
many of the specific DeFi tokens market cap is well below our minimum threshold and we consider therefore have a
much higher risk profile.

During the quarter, Microstrategy, a Nasdaq listed business intelligence company, made it public that they made an
initial purchase of 21,454 Bitcoins. On September 14, 2020, MicroStrategy completed a further acquisition of 16,796
additional Bitcoins.

To date, Microstrategy has purchased a total of 38,250 Bitcoins at an aggregate purchase price of USD $425
million.

The CEO also notes that “MicroStrategy has recognized Bitcoin as a dependable store of value and an attractive
investment asset with more long-term appreciation potential than holding cash and accordingly has made Bitcoin
the principal holding in its treasury reserve strategy.”

We are watching a number of DeFi projects and the Board 
will consider investment if they adhere to our 

established investment principles.

Commentators noted that other corporate finance teams at public companies saw the initial move higher in Micro
Strategy's stock price.

Both Ethereum and Chainlink are not dependent on the success of DeFi. Chainlink has many other strings to it bow
including the non-fungible token (NFT) ecosystem which is also gaining momentum. A NFT is
a type of cryptographic token which represents something unique and can be used to create
verifiable  digital scarcity. 

NFT’s are especially useful for any applications that require unique digital items such as
digital art, digital-collectibles, and in-game items. Chainlink’s is assisting NFT projects
become more flexible.
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Back in 2017/2018, many public companies found a way to use the word ‘Blockchain’ on earnings calls, just
because the market was rewarding stocks of companies who were forward thinking. The move in MicroStrategy's
stock upon announcement of a Bitcoin ‘cash’ position may encourage other corporate financial teams to consider
their strategy.

MicroStrategy’s approach comes at a time of heightened correlation between Gold and Bitcoin. This year, factors
such as the global pandemic, financial uncertainty, and the looming US presidential election have seen an increase
in Bitcoin’s correlation to gold and the stock market.

MicroStrategy’s pivot from cash showcases how Bitcoin is on its way to becoming
a recognised store of value asset globally. We also note that Bitcoin has moved in
tandem with gold over the past few months according to data from Digital Asset
Data.

When it comes to comparing a new asset class with a traditional one, it is reasonable to ask “Is it really
comparable?” For Bitcoin to be considered “digital gold,” it needs to have the same attributes as gold

It checks off the first major attribute, both have limited supply. Both gold
and Bitcoin are mediums of exchange because they can be traded for
goods and services. In regards to unit of account we can divide gold into
half ounces or quarter ounces and we can divide Bitcoin down to 1
Satoshi, a minute fraction of a Bitcoin.

Gold is considered a hedge against financial uncertainty and a store of
value. While Bitcoin is still a speculative investment (that is the reason
that we are investing), the move by Microstrategy and the heightened correlation  between these assets is another
step towards Bitcoin being considered digital gold.  If Bitcoin can establish itself as digital gold, then this may
significantly increase the potential for growth.

“The findings tend to signal that Bitcoin is starting to behave more like a store of
value and is potentially being used as a safe-haven asset during global

uncertainty in traditional markets,” says Digital Assets Data.

In other news, the University of Cambridge recently released its estimates that the number of global crypto asset users 
has increased by a significant 189% since 2018. According to the September report, Bitcoin remains the most commonly 
available crypto asset across service providers. However, Ethereum has quickly grown in accessibility to become 
the second most supported token followed by Litecoin, Bitcoin Cash, and Ripple. The report hypothesises 
that Ether’s swift rise in popularity is backed by the growing number of decentralized applications that are built
upon Ethereum’s blockchain and by the increasing demand for ERC-20 tokens (these are one of the most 
significant Ethereum tokens and have emerged as the technical standard).
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"IRD is requesting this information to enhance our understanding of
the crypto asset environment in New Zealand so we can work out how best to help taxpayers meet their income tax
obligations," it said in a statement. Crossgate Capital is not a cryptocurrency exchange, so isn’t impacted by this
event.

“People can buy, sell, and exchange crypto assets; provide goods or services in exchange for them; mine crypto
assets; and earn staking rewards (or “crypto interest”) among other things,” Tony Morris says.

“As the industry is constantly evolving, Inland Revenue will continue to consider other crypto asset-related tax
issues as they emerge."

Cryptocurrency exchanges have been notifying their customers that
the IRD is upping its attention to cryptocurrency investors by asking
cryptocurrency exchanges dealing in them to hand over their
customer details. 

It's requested all firms pass on customers' personal details as well
as the type and value of their crypto assets.

The ECB said it has not made a decision yet on whether to issue digital currency, but "we should be prepared to
issue, should the need arise. The central bank has also reportedly applied to trademark the term "digital euro" as
it assesses its benefits and challenges.

Inland Revenue Department (IRD)
During September, Inland Revenue updated its guidance on the tax treatment of crypto assets in New Zealand.
Spokesperson Tony Morris says Inland Revenue is doing the refresh to provide some certainty for taxpayers with
crypto assets.

Recently, the European Central Bank (ECB) published a comprehensive report on digital euro, saying that it needs to
be prepared to issue a digital currency if and when the need arises. The 50 page report prepared by the Eurosystem
High-Level Task Force on central bank digital currency (CBDC) and approved by the Governing Council, said digital
euro would complement cash, not replace it.

As a company we manage the tax obligations as Crossgate Capital accounts for
and pays any taxes due from the sale proceeds of the cryptocurrencies. 

 Our reported share price is net of all fees, expenses and tax.
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As part of our strategy to achieve our objective of delivering significant returns to our investors, Crossgate Capital
continually reviews the weightings of individual assets within our investment portfolio. We are heavily weighted to
Bitcoin but have greater breadth by investing across the leading cryptocurrencies.

We have recently been increasing our weighting to Ethereum, Cardano and Tron. Tron was the top performer during
the quarter, followed by Ethereum, Ripple and Cardano. All coins in our portfolio reported positive gains for the
quarter.

Portfolio Of The Leading Cryptocurrencies

We consider that there is an early mover advantage by investing in cryptocurrencies. At this stage in the lifecycle of
cryptocurrencies, we consider the price movements as immaterial when compared to the medium to long term
growth potential in this asset class.

To mitigate any unnecessary transaction fees or tax implications, we re-weight the
portfolio through purchases as opposed to selling any of the cryptocurrencies.

When we talk about removing the pain points of investing individually, this does not just relate to tax, it also relates
to understanding what to invest in and more importantly what not to invest in.
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As noted earlier, we take a considered position when investing. With new DeFi tokens emerging every day, unwitting
investors who invest based on retail hype not fundamentals are being exposed to significant risk.

The Share price as at 30 September 2020 was $1.33. This compares to $1.11 as at 30 June 2020. The current
Share price as at 14 October 2020 is $1.39. We consider that long-term sentiment remains bullish, as evidenced by
a continued decline  in the number of coins held on exchanges, a sign that investors are shifting to holding
strategies. We also perceive the introduction of institutions now electing to hold Bitcoin and reports by entities such
as the European Union as positive developments.

As an investor you can also visit the investor portal which allows you to easily keep track
of how many shares you hold and the current value of your investment.

HOTDOG token is one example. It skyrocketed to as high as $6,000 in just a few hours due to retail hype. The price
then began to fall from the highs. Then in the course of 5 minutes, the HOTDOG token took a deep dive from $4000
to $1.

As always, we note that cryptocurrencies is a volatile asset class and we do not expect that the price will increase
in a straight line. Fluctuations in the crypto market represents business as usual. Investors who are comfortable
with this reality know how to respond to falling prices. As an investor not a trader, we look at these pullbacks as
providing us buying opportunities.

We are continually reviewing other potential cryptocurrencies but they are only selected if
they have a market cap of at least $500 million and adhere to our other investment criteria

Performance

Reinvestment Option
Our automatic reinvestment option is proving popular with our investors. This makes building an investment in
cryptocurrencies even easier. Regular investing makes it easier to achieve your investment goals with less time and
effort and allows you to manage investment risk by dollar cost averaging into the market.

As an investor, you can simply visit the investor centre at  to set up a regular automatic
investment on either a fortnightly or monthly basis and we will take care of the rest.  You can also make one off
investments at any time. At any time, you can cancel your automatic investment, simply by sending us an email. 

www.crossgatecapital.co.nz
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All you need is your CSN/Holder Number, which is printed on your investor documentation, including the Securities
Transaction Statement and your authorisation code (FIN). Let us know if you are unable to locate your CSN or FIN
and if required we can contact Link Market Services on your behalf.

Latest News
We encourage all our investors to follow us on Facebook. Our posts provide a simple way to keep
informed of the latest news. If you need assistance to understand how to follow us on Facebook, please
call us and we will be happy to assist.

Contact Us
If you have any investment questions, please contact our investor relations team. 
Email: info@crossgatecapital.co.nz 
Freephone: 0800 378489 (EQUITY)

Disclaimer

This report does not constitute investment, financial, legal, tax or other advice and is supplied for information purposes only. It does
not take into account your investment needs, objectives, financial situation or personal circumstances. Before making any financial
decisions, consider whether the investment is suitable for your circumstances and whether you wish to seek independent financial
advice. 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 Crossgate 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. Past performance is not a guide to future returns. No reproduction of any material either in
part or in full is permitted without prior permission. Crossgate Capital Limited is the issuer of the products. The Product Disclosure
Statement for the offer is available and can be obtained on our website at  or at

under Crossgate Capital’s offer number (OFR12554).
www.crossgatecapital.co.nz

www.business.govt.nz/disclose 

https://app.designrr.io/projectHtml/615626?token=f3b67a266eda627fecc23350b335313b&embed_fonts=
http://www.business.govt.nz/disclose

