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In terms of performance the market in general did well with its market cap ris-

ing 187% for the year. Both of the crypto marktet’s leading blue chips – BTC 

and ETH – registered positive returns for the year. Other top 10 constituents 

showed even better returns on the back of a number of protocol upgrades 

and new feature launches. The derivatives market related to the space also 

grew significantly and provided a unique opportunity for investors open to 

operating in the newly emerging asset class. The emergence and popu-

larity of new concepts within the space such as NFTs, play-to-earn and 

metaverses also contributed to the overall market performance and growth. 

Market Review 

2021 was in our view a very significant year for digital assets as an asset 

class. Despite the ongoing pandemic a number of major fundamental events 

took place, and it is unlikely that we will ever see a return to the same basis as 

the asset class was viewed by investors prior to last year, largely speculative 

and with limited value proposition. The asset class matured substantially, and 

one could argue finally went “mainstream” with events such as a number of 

crypto-related IPOs, governments making crypto legal tender and the ap-

proval of the first BTC ETF in the USA taking place.

BITCOIN IN USD

Strategy Review 

The past year proved a positive one for our strategy, the fund’s two share 

classes’ (with varying fee structure) return were almost twice and almost 2.5x, 

respectively, as high as BTC’s, the main signpost for many observers of this 

new asset class. While there undoubtedly were some missed opportunities, 

we felt our long-term buy and hold strategy along with our fundamental asset 

selection approach played out nicely and 2021 was a further proof-of-con-

cept year for us. The total dividend yield for our investors was 9.49% and 

7.86%, respectively (based on the sum of the payouts divided by the year-

end NAV)  which was in line with our target yield for the strategy. Belief in 

diversification and our concentration limits approach also contributed well 

as certain assets supported the portfolio during times of flat and negative 

dynamics for the asset class as a whole. 
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Our derivative utilization approach for the generation of option premia helped 

to decrease the overall strategy volatility relative to the rest of the market while 

at the same time generating good income for the fund dividend. 

In the first three months of the year the fund returned nearly 100% for in-

vestors. Apart from August these were the standouts months for the year. In 

January this was largely on the back of the altcoin universe catching up to the 

impressive end to the year that BTC and ETH had at the end of 2020. In Feb-

ruary we witnessed the launch of the first regulated ETH futures, which was a 

highly anticipated and significant event in the space. This positive news was 

further buoyed by the revelation by Tesla in the same month of its decision to 

move part of its treasury holdings into BTC. On the back of this BTC reached 

its first all-time high of the year at $58,000. Coinbase filed for its IPO at an im-

pressive $100 billion valuation in the same month attracting further attention 

to the space from institutional investors. 

In March we saw NFTs emerge as the new speculative sub-sector of the sec-

tor in a trend similar to what we saw happen with DeFi and yield farming in 

2020. This attracted a new subset of users and investors to the space stimu-

lating user activity for protocols such as ETH on top of which the majority of 

NFT activity was taking place. In a further vote of confidence VISA announced 

that it would start settling transactions with its crypto partners by using the 

USDC stablecoin on Ethereum. Performance of 17.4% and 19.4%, respec-

tively, for the fund was more muted than in previous months and was largely 

driven by contributions from BTC and ETH.

April and May proved to be volatile months as investor exuberance took a rain 

check. BTC touched an all time high of $64,800 in early April only to correct 

sharply in a futures-related liquidation event over a weekend mid-month. An 

announcement by Tesla of the sale of BTC from its treasury also likely had 

an impact. Having held our first Investment Committee of the year in April it 

was a favorable time for a slight portfolio rebalancing as we moved part of 

our XTZ exposure into SUSHI. In May the correction intensified, and the fund 

registered its worst month of the year losing nearly 20% and nearly 22%, re-

spectively. This was on the back of a number of fundamental events such as 

Tesla revealing that it was to halt BTC payments altogether over environmen-

tal concerns and China declaring that it would ban banks and payment firms 

from facilitating crypto-related transactions as well as announcing harsher 

penalties for crypto miners operating on its mainland. 

As we moved into the summer months of June and July, trading activity be-

came more muted. Performance was slightly down over the two months with 

regulatory concerns in Europe and China playing high on the investor agen-

da. The fund paid out its semi-annual dividend in mid-July. BTC was the asset 

to follow as it won back market share (dominance) after a declining trajectory 

over the first few months of the year. The recovery of its hashrate, which had 

fallen sharply in May as Chinese miners adapted to new government meas-

ures, coincided with a 15% rally in July. This was regarded as an important 

sign of a market turnaround by us and we increased our exposure going into 

August.

Source: bitcoinvisuals
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August was a very strong month for the fund registering its second best 

monthly performance of the year in the order of 37% and 45%, respective-

ly. There were a number of fundamental events that led to this. The long 

anticipated Ethereum London Hard Fork took place in the beginning of the 

month, while Cardano rallied to an all time high of $3.10 in anticipation of 

its Alonzo hard fork due in a couple of months. The fund participated in 

its first ISPO on Cardano via an allocation to Meld protocol, one of the first 

DeFi projects on Cardano. Similarly, ATOM rallied significantly on the back 

of an announcement regarding a JUNE token airdrop to all ATOM holders. 

NFTs also provided some positive industry momentum as VISA announced 

a purchase of a “Crypto Punk” NFT. 

In September market focus switched to traditional fundamentals. The fund 

had a down month, though it was slightly outperforming BTC. The focus 

was largely on Evergrande and the liquidity crisis that the Chinese second 

largest property developer found itself in. With a large number of bonds 

outstanding, risky assets including crypto saw an outflow. This was further 

exacerbated by an announcement by Chinese regulators of an outright ban 

on all crypto transactions. During September we implemented a new hedg-

ing strategy for the first time that helped limit the downside exposure of the 

fund. 

SHARE OF TOTAL MARKET CAPITALIZATION
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October saw both BTC and ETH touch new all-time highs. Fundamentally 

the sentiment was very positive on the back of the first BTC ETF approval in 

the US, Mastercard announcing that it would allow its network of banks and 

merchants to offer crypto services and El Salvador continuing its strategy of 

adding BTC to its currency reserves, which was announced in September. 

The fund underperformed BTC for the month as has historically been the case 

during strong months for BTC due to our concentration limits. 

Source: Coin.dance

In the final two months of the year, the focus switched from digital asset fun-

damentals to the overall sentiment towards “risk-on” assets. Inflation and po-

tential tightening by the Fed began to dominate headlines and we witnessed 

lower risk appetite all across the board, especially heading into year end. In 

early December we held our final Investment Committee of the year at which 

a number of rebalancing decisions were made to optimally position the fund 

for the next year. Over the two months the fund slightly outperformed BTC on 

the back of a good contribution from our increased ETH position as well as a 

strong performance from new assets introduced after the Investment Commit-

tee such as NEAR and ONE. 

In summary, 2021 was a good year for the market and for our fund. Going into 

2022, we will look to focus on quality as overall market performance continues 

to decouple from BTC, in our view. We will continue to monitor and analyze 

some underperforming core strategies within the portfolio such as DeFi as 

well as explore new opportunities for capturing value and yield generation 

for our investors. 
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Disclaimer
Management AG (“STGFM”). For further information, please consult the 

factsheet/BIB/prospectus which is available at www.fundinfo.com. STGFM 

funds under Cayman Islands law. To the extent that this document contains 

any information regarding the past performance, such information is not a 

reliable indicator of future performance and should not be relied upon as 

a basis for an investment decision. Past performance does not guarantee 

future performance and the value of investments and the income from them 

can fall as well as rise. No investment strategy is without risk and markets 

influence investment performance. Investment markets and conditions can 

change rapidly and investors may not get back the amount originally in-

vested and may lose all of their investment. Before investing in a product 

please read the latest prospectus carefully and thoroughly. The fund doc-

umentation is available free of charge in English and, where relevant, in 

one of the local language(s) where the fund is registered. The information 

and opinions contained in this document have been compiled or arrived at 

based upon information obtained from sources believed to be reliable and 

in good faith, but is not guaranteed as being accurate, nor is it a complete 

statement or summary of the securities, markets or developments referred 

to in the document. Members of the STGFM may have a position in and 

may make a purchase and/or sale of any of the securities or other financial 

instruments mentioned in this document. Units of STGFM funds mentioned 

herein may not be eligible for sale in all jurisdictions or to certain categories 

of investors and may not be offered, sold or delivered in the United States. 

The information mentioned herein is not intended to be construed as a so-

licitation or an offer to buy or sell any securities or related financial instru-

ments. The risk of price and foreign currency losses and of fluctuations in 

return as a result of unfavorable exchange rate movements cannot be ruled 

out. The performance data do not take account of the commissions and 

costs incurred on the issue and redemption of units.

Commissions and costs have a negative impact on performance. The in-

formation in this publication is intended for information purposes only and 

does not represent an offer, solicitation of an offer, public advertisement 

or recommendation to buy or sell any investment or other specific prod-

uct. It is recommended that advice be obtained from a qualified expert. 

If the currency of a financial product or financial service is different from 

your reference currency, the return can increase or decrease as a result 

of currency fluctuations. This information pays no regard to the specific or 

future investment objectives, financial or tax situation or particular needs of 

any specific recipient. The details and opinions contained in this document 

are provided by STGFM without any guarantee or warranty and are for the 

recipient’s personal use and information purposes only. This document may 

not be reproduced, redistributed or republished for any purpose without 

the written permission of STGFM. Source for all data and charts (if not in-

dicated otherwise): St. Gotthard Fund Management AG. Distribution: The 

domicile of the Fund is Cayman Islands. The Representative of the Fund in 

Switzerland is OpenFunds Investment Services AG, with its registered office 

at Seefeldstrasse 35, CH-8008 Zurich, Tel +41 44 500 31 08, www.open-

funds.ch. The Paying Agent in Switzerland is Società Bancaria Ticinese SA, 

Piazza Collegiata 3, 6501 Bellinzona, Tel. +41 91 821 51 21, Fax. + 41 91 

825 66 18, www.bancaria.ch. The Representative of the Fund in the United 

Kingdom is Tigern Advisory Ltd., with registered office at 1 Swanage Road, 

London SW18 2DZ, United Kingdom, a Financial Conduct Authority (“FCA”) 

registered company with Reg No. 583158. The distribution of Shares of the 

Fund (the “Interests”) in Switzerland and the United Kingdom must be made 

exclusively to Qualified Investors. The place of performance and jurisdic-

tion for the Interests in the Fund distributed by the Representatives is at 

the registered office of the Representative. Publications to the investors in 

respect of the Interests in the Fund are affected on the electronic platform 

www.fundinfo.com.
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