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OPERATOR

Thank you for standing by and welcome to the CoinShares Q1 Earnings broadcast. All 

participants dialling in or in a listen-only mode, after the speaker’s presentation there’ll be a 

question and answer session. You can submit your questions via the post box below the video 

on the platform. Please be advised that today’s conference is being recorded. I would now like to 

hand the conference over to your host, Jeri-Lea Brown. Thank you.

JERI-LEA BROWN
CoinShares - Corporate Services

Thank you, operator. I would like to welcome you all to the CoinShares 2022 Q1 Earnings call and 

broadcast. Speaking for management today will be Jean-Marie Mognetti, Chief Executive Officer, 

and Richard Nash, Chief Financial Officer. All those joining today are encouraged to log in to the 

live event where you will be able to view the accompanying presentation during today’s call.

 

Alternatively, the results and a copy of the presentation are available to download from the 

Investor Relations section of the CoinShares website. A replay of the webcast will be available 

for 30 days following the live call, and a transcript will be posted on the company’s website as 

soon as it is available. Following the presentation, we will host a short Q&A by the webcast 

platform.

 

Should you wish to submit a question to the management team, please provide your name and 

company affiliation. We will do our best to get through as many of these as we can within the 

allotted time. Lastly, our Safe-Harbor-Statement. CoinShares would like to remind everyone 

that except for historical information contained herein, the statements made on today’s call 

and webcast that would constitute forward looking statements are based on currently available 

information.

 

The company assumes no responsibility to update any such forward looking statements, and I 

would like to point you to the risk factors associated with our business, which are detailed in our 

prospectus. At this time, I will turn the call over to Jean-Marie Mognetti.

................

JEAN-MARIE MOGNETTI 
CoinShares - CEO 

Good afternoon and thanks everyone for joining today’s call, the Q1 2022 financial earnings call. 

I’m joining you today from Jersey in the Channel Islands where we are headquartered. It is the old 

Jersey not the New Jersey. I’m really excited about what we are building today at CoinShares and I 

can’t wait to share it with you.

 

http://www.coinshares.com
https://coinshares.com/
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2021 was a record year for CoinShares in so many domains. 2022 is well engaged and as we have 

seen already 2022 is a very different year from a macro background and political background and 

even a regulatory one. We have the perfect alignment of styles for crypto, in other words. Market 

volatility and the risk off narrative is everywhere on the front page.

 

The Fed is starting a hiking program, generating an allocation narrative and certainly more action 

will come out of that. On the less-so-happy side, we have a new trade war which broke out in 

the early part of this year and is putting a lot of pressure on the commodities supply chain, since 

the Russian invasion. However, the Ukraine war is also the validation of the crypto technology 

narrative.

 

Since, we have been able to demonstrate the borderless, frictionless, stateless and 

permissionless characters of this technology at a real scale. On the regulatory side, we can see 

the landscape is moving as well and is moving or more shifting, shifting slowly but surely. We 

have an American executive order of the presidential office in the US. We have MiCA and the 

Travel Rule debated on the French Presidency in the European Parliament.

 

And finally, out of nowhere, the UK has decided to become the next crypto hub. So I have to say 

there is a crypto narrative which is here to stay.  It is not going anywhere, and with that being 

said, there is no way CoinShares cannot have a bright future. It’s going to be growing and going 

to be debated, but at the same time, it’s going to grow. 

The governing coalition is starting to realise right now that voters do like crypto as an asset class 

and that they have to take that into consideration. Crypto is a growth industry and CoinShares 

has been growing alongside it. We are scaling quickly to become a technology leader in this 

growing industry, we were 42 people at the start of 2021 and at the end of Q1 2022, we are now 

95 people. We are adding new skills, new talents and new capabilities to the bench. And I’m 

making sure that all these skills, talents and capabilities are integrated and given the tools to be 

able to execute on their mission. So I’m going to hand over to Richard in a few seconds to be able 

to have a look at the Q1 2022 financial earnings in more detail and then I will come back to discuss 

a couple of our milestones in Q1 2022. On that note over to you, Rich.

................

RICHARD NASH 
CoinShares - CFO 

Thanks very much, Jean-Marie. So as one would expect, the group performance has of course 

been impacted by the market conditions that everyone’s experienced in the first quarter of 

2022. Although having said that the group’s performance has been on the whole, strong 

and there are a number of positive takeaways from the quarter both in terms of the group’s 

financial performance and also operational achievements and improvements.

 

So before going into the financial performance of each part of the business in more detail, I’ll 

just quickly draw out what we as a team feel to be the key points for the quarter. So first of 

all, we’ve had ongoing diversification of the group’s asset management platform through the 

launch of several additional products. Secondly, we’ve seen quite a big shift in the activities 

http://www.coinshares.com
https://coinshares.com/
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of the Capital Markets team, which has mainly been driven by the deployment of capital 

into the DeFi protocols to generate staking rewards. And finally, we’ve taken a number of 

positive steps in respect of the strategic progression of the wider group and the integration 

of Napoleon.

 

Now, Jean-Marie, will touch upon those things in more detail a little bit later, but just 

raising them now, of course, they have an impact on the financial performance in Q1, but it 

is also important to highlight here that all of these things either have been achieved or will 

continue to be achieved through the reliance on our technological backbone, Galata, which 

underpins absolutely everything we do.

 

So onto the results themselves for the group. We’ve generated Adjusted EBITDA for 

the quarter of 18.7 million compared to 34.1 million for the same period in 2021. The key 

difference is the reduction in the overall performance of capital markets in conjunction with 

an increased cost base that’s been driven predominantly by the growing staff base, which 

now stands at 95 individuals.

 

Other elements of increased costs comprise amounts associated with the launch and 

ongoing support of the new products and also those costs associated with the proposed 

uplisting preparation. Something else Jean-Marie will touch upon later in the call. Now 

looking at each area of the business in a little bit more detail, and starting with asset 

management and just as a reminder the components of this business unit are our legacy 

XBT provider ETPs, our CoinShares Physical ETPs and the CoinShares Blockchain Global 

Equity Index or Block Index.

 

So the platform as a whole generated combined management fees of £17.2 million, which 

is actually around the same level that we saw in Q1. 2021. In 2021 however, virtually 100% of 

this figure was in relation to XBT Provider, so far in 2022 that figure is closer to around 70%. 

The new products on the platform are starting to become more significant contributors to 

its overall performance, which is really great to see.  CoinShares Physical is responsible for 

7% of the figure, while the block index is responsible for the remaining 23%.

 

So as mentioned before on the previous calls, we expect the overall proportion of 

management fees to be more evenly split as time goes on as we’re placing more and more 

focus on building out the CoinShares Physical product suite with products that are designed 

to capture a higher level of overall market inflows. This proportional shift in fee composition 

is also being driven by net outflows, and XBT Provider with a continued profit taking from 

longtime holders of the product. But this has actually slowed down to the levels we saw 

over the course of 2021. The total net outflow for Q1 this year for XBT Provider stands at 

245 million and in April 2022 this figure was only 22 million. So we’re happy to see these 

outflows slowing against a backdrop of CoinShares Physical performing so well and picking 

up Altcoin inflows and new inflows with its new products.

 

And as always, we encourage everyone to keep an eye on our weekly Funds Flow Reports 

which we publish regularly so they can easily monitor these trends by themselves. The 

gross profit margin of this part of the business has historically been and also remains very 

high. The direct costs associated with the asset management business model comprise 

predominantly custody fees and issuer costs arising in the relevant issuing entities 

throughout the group.

 

http://www.coinshares.com
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It’s a highly scalable business model with higher levels of AUM translating to the group’s 

bottom line in a very impactful manner. And this is indeed why the asset management 

strategy for 2022 remains consistent with that of last year, and every year the team remains 

focused on new product launches and directing as much inflow as possible into the group.

 

So we’re well positioned to benefit from digital asset price appreciation as and when it 

occurs. So as a quick recap, as of the end of the quarter, the level of AUM across our two ETP 

platforms, XBT provider and CoinShares Physical stood at approximately £3.1 billion with an 

additional 875 million of AUM within the Block Index. Now onto the capital market side of the 

business.

 

Now this area of the business performed extremely well in Q1 2021. It was bolstered by 

favourable market conditions which saw significant upward volatility over the entire quarter. 

Unfortunately the market at the start of 2022 didn’t bring with it such clear opportunities 

on which we were able to easily capitalise. That being said, the combined range of activities 

generated income and gains of 10.2 million, with the majority of this figure arising from DeFi 

strategies. When we released our prelim results for 2021, we noted that this is an area we 

see as an important driver for future gains both within capital markets and also through the 

staking capabilities that we’ve already managed to build into our latest CoinShares Physical 

products. We have over the remainder of Q1 seen this come to fruition with total performance 

of approximately £6.2 million split between yield income and staking rewards. Jean-Marie will 

touch upon DeFi in a little bit more detail later on in the call as it’s becoming a very important 

part of how capital markets is operating. Over the remainder of 2022 we’re going to continue to 

invest in our capital markets infrastructure, both from a human and technological standpoint 

and Galata and it remains at the heart of the entire group and sits behind much that we do. On 

to Principal Investments, the main highlight from the quarter, which was announced in March, 

is the increased equity stake we have taken in Flowbank.

 

This investment brings the carrying value of our holding in the Swiss Digital Bank on the 

group’s balance sheet to approximately £29 million. This is a significant number and it 

underlines the importance that we are attaching to the potential strategic relationship that 

can arise between ourselves and them. In addition to the significant stake that we’ve taken in 

Flowbank, new investments made during the quarter also include Impervious, which is focused 

on building the tools and infrastructure for the peer to peer internet and Pocket Network, 

decentralised infrastructure that uses cost efficient economics to coordinate and distribute 

data at scale. Full breakdown of the portfolio is included within the report we released earlier 

today and also available separately within the reports portal on our website. The performance 

of the portfolio for the quarter is largely on a net basis zero. We had a significant gain of 2.36 

million in respect of the carried interest in the CS2 fund, which was driven by the success of 

Blockdaemon, and this has been offset by decreases in the carrying value of certain strategic 

investments and the proprietary digital asset holdings.

 

And finally, just to touch upon our consumer platform, Napoleon. Well, work’s already begun 

on the evolution of Natbots to ensure that it supports the expansion of our business. This work 

is ongoing. It’s alongside the integration of these activities into the wider group. So the current 

performance of this business unit relates to its legacy activities. While these activities do 

remain very important to us, we’re excited to expand the reach of the product and platform to 

longer term investors looking to gain access to our digital asset trading strategies.

 

http://www.coinshares.com
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So finally, just to close out the financial update for Q1 and before I hand back over to Jean-

Marie, just point out that performance continues to contribute to our net asset value. So at 

the end of March, 2022 this now stands at approximately £221 million. And finally, just as a 

reminder to everyone, we are scheduled to release our full annual reports, inclusive of the 2021 

audited financial statements on the 31st of May.

 

And we look forward to including more information on our various activities within this report.

................

JEAN-MARIE MOGNETTI 
CoinShares - CEO 

Thank you, Richard. As I mentioned at the start, there are two items I want to discuss with you 

today. First, a couple of Q1 key takeaways, and second, an update on CoinShares’ preparation 

to uplist to the NASDAQ regulated Nordic main market. We’ve been in search of new growth 

drivers, and for that we are putting a lot of focus on consumer solutions.

 

We see this illustrated with our first investment in FlowBank in Q3, 2021, our follow up 

investment in Q1 2022, but also our acquisition of Napoleon in Q4 2021. There’s been a big 

theme especially in the US around institutional adoption. It’s a big theme everywhere in the 

news. But in Europe where we are mainly based, it’s not really there yet.

 

We see some signs, we see some movement, but it’s not really manifesting in the same way 

as in the US. Actually our investments could be perceived as a very good barometer of this 

adoption cycle. So the institutional demand is not clearly there yet in Europe we have to focus 

on something else, which is the retail market and the retail market is extremely diverse with 

a very different maturity regarding crypto. At CoinShares we like to break it down into three 

main buckets, they are far from being perfect but they are good enough for this exercise. We 

have the investor, who will buy our ETPS, for instance, among all the more traditional financial 

products for pension plan optimization. And then the client of Coinbase who believes in crypto 

and invests for the long term and can forget about it for years. And then you get the trader, 

the active trader which is a client of the B’s, Binance or Bitcoin X and who wants to be able 

to take advantage every single minute of the volatility of the market. And this typical client 

is driven by a very strong sense of fear of missing out. At CoinShares we want to be able to 

pitch our offering of these specific needs through world class user experience and marketing 

approaches with different digital products.

 

So we’re already answering the first category of clients through our ETPs offering and our 

asset management solution. For the second two we have our recent acquisition of Napoleon 

Crypto. I’ve said this before, but we are also doing more. We are hiring a group of marketing 

people which was symbolised by the arrival of a group head of marketing communication with 

a dedicated marketing team and design team.

 

They are joining us from a French technology company, very well known called Ledger and 

we are very glad to have them on board. It is the first time in CoinShares’ history that we are 

building a dedicated marketing team in-house and then we’re also hiring a dedicated consumer 

solution product owner. People understand how the product works and can focus on UI and UX 

for clients.

 

http://www.coinshares.com
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In the coming months, we’re going to relaunch Napoleon, addressing crypto traders probably 

by the end of Q2 in a beta version with a global reach, new pricing model, and with a long term 

investor strategy focused to reduce our trader risk. So we’ve been talking a lot about retail 

investors here, and when you talk about retail, there is also a correlation, which is regulation 

because the regulator is here to protect retail.

 

So when it comes to regulation, we have seen regulators around the world grappling with the 

challenge of increasing retail investors’ interest in crypto, but it has been accelerating very fast. 

In Q1 alone, we saw a presidential order in the US, we saw a lot of debates in the European 

Parliament on the French presidency around MiCA, TFR on which CoinShares has been very vocal 

and we also saw the UK becoming or trying to become the crypto hub of the world.

 

So everything is happening at the same time. However, we remain committed to comply with 

the rules and guidelines put across the markets in which we operate. And actually we have 

been doing that since we started working in the commodities market in 1998. Our ability to 

navigate fast moving, ever changing jurisdictions and meet all the regulatory requirements 

makes it definitely a competitive advantage for CoinShares in the nascent digital assets sector. 

Regulation is a good segue into our asset management businesses and our asset management 

solution and around asset management,

 

The key word is delivering blockchain technology innovation to traditional investors. When we 

look at our asset management solution, there are really two elements we can look at; its products 

and geography. When it comes to geography, our XBT products and CoinShares Physical products 

are listed now in Stockholm, Stuttgart, Zurich, Paris, Amsterdam. Until London, Milan and Madrid 

become available, we are focusing our efforts on what we call the Last Mile Platforms, which are 

operating as an interface between our products and our final clients.

 

Our partnership announced previously with Finanzen, or with Scalable are an illustration of this 

principle. Well, let’s kind of close the geographic aspect on the product side. This is very exciting. 

This is where we are making some great progress. In Q4 we got regulatory approval for new a 

new prospectus. It has not been advertised a lot, but it was a big milestone.

 

This new prospectus allows us to be the first one to launch staking rewards... staking a 

compliant product in the market. So as a result in Q1, we moved into execution mode and we 

released Polkadot, Tezos, Cardano, and so on. It is just the beginning of what we are willing to 

be doing and we have a very strong and ambitious product roadmap for the rest of 2022. These 

new products we launch in 2022 for most of them are the first staked ETPs in the world, they 

come with no management fees or reduced management fees to zero.

 

And we’re a sharing the staking rewards. We are the first that have brought such innovation 

to the market while preserving the legal robustness and tax attributes of the special purpose 

vehicle for investors, and that’s a big thing. As a result of these innovative new products, 

CoinShares ETP saw the largest net inflow in Q1 across all ICON products and I think that’s a 

very good illustration that our strategy to not be opportunistic and launch products half baked 

in 2021 has paid off. In Q1 2022 we also announced a strategic partnership with FTX. FTX is 

this big, massive crypto exchange headed by Sam Bankman-Fried. Last round of valuation was 

$32 billion which is growing very very fast. They are very strong, very agile and able to move 

extremely fast. For CoinShares to be able to work at the same time with very agile partners like 

FTX whilst being at the same time able to work with very traditional partners like Invesco, is a 

very interesting thing for us.

 

http://www.coinshares.com
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We have launched with FTX already, the Solana Stake product we launched last week in Q2, the 

FTT token with FTX and there are more things to come. We believe that being at the crossroad 

between traditional finance and technology driven finance in this innovative world is a place 

where there’s a lot of value creation available for our shareholders.

 

Let’s just talk about Invesco quickly. I think Invesco is a formidable, formidable product we 

have in our portfolio. Our Invesco blockchain equity product is doing extremely well. We saw 

it realising $19 million worth of inflow in Q1 only despite all the instability in the market, 

especially in tech stocks. We saw the product we have in the Invesco strategy is now the 

biggest equity product specific to blockchain in the market worldwide.

 

And the competition is starting to copy us as we saw grayscale in the US launching products. 

But also last week, BlackRock launched their own product. So it is an interesting thing to see 

that CoinShares once again was a leader. So that leaves us with our capital market’s activity 

for the quarter.

 

It has been a busy quarter for the team. Porting aggressively out of less profitable activities 

into new ones. This is really the place in our business where we can trial run market 

opportunities that really touch innovation. As crypto increasingly engulfs the financial services 

industry., we need to stay at the forefront of the new ways to package and distribute and 

consume this financial service.

 

This means that what our team is working on today in Q1 2022 is very different from what 

they were doing in H1 or H2 of 2021. This constant evolution is transcribed when opportunities 

arise in commercial products and the launch of our staking product, as explained a couple of 

minutes ago, is a perfect illustration of this work and the cross fertilisation shown between our 

different business units.

 

Traditionally we have always explained to the market, we have three main capital markets 

activities; liquidity provisioning, debt management strategies and fixed income. Q1, I’ve seen 

significant change, within our product mix, with an increased deployment of our available 

capital into defined non directional strategies, also known as farming or as we call it, the 

CoinShares fixed income 2.0. The exploratory work which has been done by the team in H2 

2021, laid the foundation for what is now a new part of the group activity. This dynamic 

approach underpins the strategy of the capital markets team, which is always focused on 

ensuring the most effective deployment of the group capital for the benefit of its shareholders.

 

As CoinShares and the cryptocurrency industry continues to evolve and grow in tandem, 

our capital markets team is staying relevant by always listening to the market trends and 

searching for these pockets of innovation where we can deploy new capital within our defined 

risk parameters and risk framework. This is wrapping up our key Q1 takeaways, and I’m just 

going to now touch quickly on our Nasdaq uplisting process before handing off the call to the 

operator. As we discussed before in our two previous earnings calls, CoinShares is focusing 

some time on migrating from the junior segment of Nasdaq to the regulated segment.

 

This big exercise is a fantastic opportunity to raise the group’s profile, significant efforts have 

been put by our team, and we welcome the opportunity for CoinShares to evidence to the 

market that it adheres to the highest regulatory standards and best practices. As per usual, we 

will keep the market updated of all progress when needed. On that note, this is closing our Q1 

2022 remarks and operator you can now open the lines.

http://www.coinshares.com
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JERI-LEA BROWN
CoinShares - Corporate Services

OK we’ll now shortly move to a very short Q&A session. The first question received has come 

from John Roy at Water Tower Research and he asks, “Given the steps you are currently taking 

to diversify your revenue streams, can you give us any colour on when might we see less 

volatile revenues and EBITDA?

RICHARD NASH 
CoinShares - CFO 

Ok I can take that one. Thanks, Jeri. It’s a very difficult thing to say when we’ll see less volatile 

revenues and EBITDA purely due to the fact that despite the ongoing diversification of the 

operations in our various revenue streams and commercial activities, we are still obviously 

heavily impacted by external factors, namely the price of digital assets, which will always have 

an impact on our revenues, and our EBITDA. I think the more important kind of way to look at it 

or the more useful way to look at it, even is our EBITDA margin and when can we try and achieve 

some more stability in that, because I think that’s more of a realistic target that relies on things 

more within our control. I imagine you’re probably seeing from the report that we released 

earlier today that our EBITDA margin has declined in Q1 2022 when compared to Q1 2021 and 

2021 in its entirety from around 80% over the course of the year to 67% for Q1 this year.

 

And you know, that’s been driven by, as noted, a reduction in the capital market performance 

and also some increased costs. And those increased costs are in relation to the, you know, 

the point that you make in your question, right, the ongoing diversification, the exploration 

of new areas of growth and of the growth of the team. So in some ways the EBITDA margin 

declining, yes, of course is indicative of decreased top line performance, but it’s also indicative 

of the money that we’re spending on our ongoing growth as well. In terms of when we will 

see that stabilize. I mean, as the new products that we launch particularly within CoinShares 

Physical, for example, in the range of new products launching there, obviously they have costs 

associated with these launches.

 

And, you know, as soon as we’re getting to a level where the AUM in each of these products 

is getting to a good level and well exceeding the the cost associated with launching them and 

running them, then obviously that will contribute to a stabilization of EBITDA margin. But 

at the same time, I imagine we will also be looking at further growth, in other parts of the 

business and then increasing costs that way, so a very difficult question to answer.

JERI-LEA BROWN
CoinShares - Corporate Services

Thanks, Richard. We’ve also had a question in from Milos Paps at Edison Group, where he 

asks…Can you shed some light on the inflows you have seen so far into your Physical Staked 

Solana ETP (beyond the seed assets)?

http://www.coinshares.com
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JEAN-MARIE MOGNETTI
CoinShares - CEO 

I can take this one, Jeri. So I’m not going to answer specifically because James Butterfield’s 

(Head of Research) publication is coming out this week. Now when you come to our staked 

ETPs and our Altcoins in general, I think CoinShares has done very well in Q1 and we have taken 

the lead in terms of market share against the other issuers.

 

Perfect. Another one from Milos, “What is your view on the prospects of under collateralized 

and un-collateralized lending within DeFi?”

 

It is a moving target. The DeFi world is evolving very, very fast and people are trialing different 

avenues at a very, very strong path. It’s moving extremely fast. The question is how do you 

stay on top of that? And we try at CoinShares to always be very much engaged and involved 

on the different fronts. When you come onto the under collateralized and un-collateralized 

lending with DeFi, that’s a topic which is very much at the forefront of all discussion.

 

Traditionally, the lending space in the CeFi crypto environment was over collateralized and 

to a ratio which was making it very, very much appealing. On the under collateral or un-

collateralized lending business right now in DeFi is really much around the KYC and AML DeFi 

part of the business where effectively you are lending against people which are very much 

identified with some form of credit scoring or credit signature which are not unknown to the 

market.

 

So the people you’re going to see in this business or in this kind of line of environment would 

be Alameda or big businesses or big market makers or big market participants, which will have 

a way to justify their participation in this form of business.

JERI-LEA BROWN
CoinShares - Corporate Services

Thank you, Jean-Marie. That represents the last three questions, so we’ll now move to close 

the call. Thank you, everyone, for joining today.

http://www.coinshares.com
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Transcript sourced from Refinitiv 
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forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important factors 
and risks, which are more specifically identified in the companies’ most recent SEC filings. Although the companies 
may indicate and believe that the assumptions underlying the forward-looking statements are reasonable, any 
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