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Coeli Energy Transition
Monthly Letter

March 2021

MONTHLY PERFORMANCE PER THEME

MONTH END EXPOSURES

PERFORMANCE IN SHARE CLASS CURRENCY (%)1)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2019 0.0% -2.6% 0.7% 2.0% 0.7% 0.8%

2020 -2.0% 2.5% 0.3% -5.8% 5.3% -3.5% 1.5% 0.8% -0.9% 3.0% 1.9% 2.6% 5.5%

2021 -5.9% 3.6% 3.4% 0.8%

ATTRIBUTION MAR–21

Long attribution 0.2%

Short attribution 3.2%

Net 3.4%

EXPOSURE, MONTH END1)

No of long positions 49

No of short positions 41

Gross exposure 215%

Net exposure 7%

Net fossil fuel exposure -8%

Largest long % NAV 6.9%

Largest short % NAV 7.2%

Top 5 longs % NAV 27%

Top 5 shorts % NAV -29%

Liquidity (0-1 day,  
20% participation) 92%

TOP 3 ABSOLUTE P&L1)

Return on gross exposure of Theme NAV Contribution

Equipment 9% 2.9%

Integrated solutions 5% 0.8%

Wind equipment 9% 0.6%

BOTTOM 3 ABSOLUTE P&L1)

Return on gross exposure of Theme NAV Contribution 

Permian/M&A -2% -0.5%

Majors -2% -0.5%

Climate Champions -2% -0.3%

 Coeli Energy Transition Fund (I USD)
 Hedge Fund Research HFRX EH Equity Market Neutral Index

COUNTRY ALLOCATION1) SUB-SECTOR EXPOSURE1)

1) Share Class I USD

 Gross Exposure  Net Exposure  Fossil Fuel Exposure

PERFORMANCE, NET OF FEES EXPOSURE

Gross Net/fossil

USA UK

Norway Italy

Spain Denmark

France Other

12%

5%

4%

4%

3%
3%

7%

63%

-80% -60%-100% -40% -20% 0% 20% 40% 60% 80% 100%

Materials

Industrial Services

Renewable Energy

Utilities

Oil & Gas

Net Long Short

-8.1%

0.4%

3.1%

7.1%

1.4%

Industrial Products 2.6%
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Coeli Energy Transition

FUND MANAGER COMMENTARY

The fund returned 3.4% net of fees and expenses in March, bringing the YTD performance to 0.8%. Since the inception 
in August 2019, the fund is up 7.1%.

MARKET COMMENT

The broader stock markets continue to set new all-time highs, with the S&P 500 gaining around 4% in March. There were 
however large moves in between the sectors. 

Perhaps the most dominant theme in March was the continuation of the rotation out of high growth equities into value-
oriented sectors and cyclicals. The yield on the US 10-year bonds increased from 1.40% to 1.74% surpassing the pre-
covid level set at the end of Jan-2020. The narrative pushed in mid-2020 that rates would be ‘zero forever’ has been 
seriously challenged. 

The ongoing discussion between macro economists is about how fierce and transient the inflation will be as the US 
and other large economies re-open post the pandemic. Either way, it has become evident that high growth stocks will 
not have infinite valuation support from zero interest rates. Instead, they will have to deliver results to grow into their 
valuations over time.  

As a result of the rich valuations and the higher rate expectations, the key renewable energy indices fell by 5-10% on the 
month and most are down on the year. Fossil fuel indices were mixed but mostly up low single digits on the month and 
with a strong performance of 20-40% year to date. 

RENEWABLE ENERGY

Even though most renewable indices continued to sell off in March following the large plunge in February, most of these 
indices are only back to mid-December level after being up 100-200% in 2020. 

We have in previous reports cautioned about bubble tendencies in some sub-sectors, and with many stocks down close 
to 50% from the January peaks, some are starting to look more attractive. 

After rolling back numerous climate damaging regulations enacted by the Trump administration, US President Biden in 
March proposed a USD 2.2 trillion infrastructure plan as part of his build back better plan. 

The bill included significant investments and tax incentives for clean tech and would help ensure a favorable environment 
for the sector over the next years. The proposals were however largely as expected and to a large degree already 
priced into the equities. Also, it is uncertain how much of the bill that will survive the passing in the Senate. Given the 
uncertainties, we are awaiting further details before pricing in the plans in our models.

Climate friendly policies have been pushed in the US, the EU and in other parts of the world and although we believe 
there is more to come, the investor focus is likely to shift more to the feasibility of the current policies.   

One such focus point is the distribution of funds tied to the EU green deal. Every climate friendly project applying 
for capital will surely not receive funding. The announcement of these big plans has driven significant interest in the 
sector and spurred both investment and technological development. However, it will create disappointment for some 
companies who do not make the cut as the success of their business plans is entirely dependent on receiving financial 
support. 
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FOSSIL FUELS

Brent oil declined by 4% in March but dropped 13% from its intra-month peak in the first week. This was despite of the 
ongoing reflation trade. For some weeks, the oil curves were in backwardation inviting financial investors to easy gains. 
However, like so many times before, the paper market in oil got ahead of the oil fundamentals.

First, demand softened as several countries around the world locked down again due to the pandemic. Demand was 
also likely tempered by China reacting to the high oil price by importing less barrels and instead drawing from its record 
high inventories. 

Second, on the supply side, Iran has boosted its production as China has resumed import from Iran. China is in effect 
ignoring the risk of US sanctions. This could be a precursor to the outcome of the Iran nuclear discussions, which is 
commencing at the time of writing. If there is a deal, Iran could likely increase production from about 2 million barrels 
to almost 4 million barrels a day. 

Third, the listed US shale players are arguing that this time is different as they promise to not overinvest in production 
growth. However, as we discussed in previous monthly reports, there is a large group of private companies that do not 
make any promises. Last week, oil shale drilling expanded at the fastest pace since the start of the pandemic. Rig count 
in the first week of April is already 10% higher than the average for the first quarter. This time might be different, but 
it could still be somewhat similar. 

Finally, oil was weak into the OPEC+ monthly meeting on April 1st. Since the oil price was lower and supply-demand 
balance worse than into last month’s meeting, the consensus expectation was for another production cut extension. 
However, OPEC+ surprised by adding back barrels in May and announcing further increases in June and July.  

If this goes to plan, OPEC+ will finally have reduced the cuts that were supposed to have been reversed already in 
January this year. OPEC+ is basically half a year behind its original target. This despite the general perception that 
oil demand has recovered better than expected from the dearth of the pandemic. This only shows the uncertainty in 
predicting oil demand, supply and not at least oil prices. 

FUND PERFORMANCE

The fund had another good month and has recovered the losses from the dreadful January. March returns of 3.4% came 
mainly from the short side with the long side only up 0.2%. 10 out of 17 themes or pair trades generated profit during 
the month. We grossed up from 192% at the end of February to 216% at the end of March. The net exposure averaged 
6.1% and the net short in fossil fuels averaged -6.5%. 

The best performing theme by far was “Equipment” contributing 2.9% to NAV. While all four longs were up on the month, 
the gain was mainly made in the three shorts. The performance is partly a reversal of the strong underperformance of 
this theme in January. 

The second-best performer in March contributing 0.8% to NAV was the theme “Integrated Solutions”. It is focused on 
European oil field service companies that are adapting to the energy transition. The key performer was the long Technip 
Energies (TE FP), but the hedge in John Wood Group (WG/ LN) also contributed meaningfully.  All 5 longs where up 
during the month, while only one of the three shorts contributed negatively. This is the best theme year to date.

The worst performing theme was “Permian” contributing about -0.5% to NAV. The long position Apache (APA), 
which is a long hedge against some higher beta short positions, was the main culprit. It underperformed following its 
announcement that it had encountered issues while drilling a well in Surinam. This will delay the appraisal program by 
some months. 

The second worst theme was “Majors” contributing -0.5% to NAV. The main reason was the short ENI (ENI IM), which 
outperformed partly on talk of spinning off its renewable business. ENI is a relative short against peers with more 
prominent energy transition plans. We believe ENI has maybe the least impressive energy transition plans of the oil 
majors and we doubt a spinoff of an immature renewable business will yield long term benefits. However, we welcome 
the market’s focus on the majors’ renewable businesses as there are large, underappreciated values in for instance BP 
(BP/ LN) and Total (FP FP). 
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Among the renewable themes, only “Wind equipment” stood out contributing 0.6% to NAV. This was mainly due to 
successful trading of Nordex (NDX1 GY), but there were also small positive contributions from new shorts in wind 
related start-up companies. Some of these have reached unsustainable valuation levels considering the market they 
target and the competition they face. 

OUTLOOK

2021 will likely be a very interesting year in the energy space. More and more companies are embarking on their 
transition journey from fossil fuels to renewables. The initial hype with lofty valuations around the energy transition 
might be over, but there is no lack of capital looking to invest in climate friendly companies. And that is unlikely to 
change any time soon. 

EU taxonomy is being introduced this year and there will be an increasing focus on having ‘clean’ portfolios through 
negative screening.  However, we hope investors remember that the real issue with climate change is to get a ‘cleaner’ 
climate. 97% of all emissions come from the fossil fuel sector. Negative screening allocations do not give credit to 
carbon-intensive companies that are reducing emissions. If you want to impact the climate, focus needs to be on the 
polluters. 

We believe real change will be driven by investors like Jeff Ubben, the founder of ValueAct, who this month took a 
board seat at Exxon to drive the environmental agenda. A quote from Ubben sums up our view: ‘Investors should reward 
companies like BP for eliminating emissions and transitioning away from oil and gas. If BP is successful, then others may 
follow.’  

Sincerely, 
Vidar Kalvoy & Joel Etzler
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About The Fund

FUND DETAILS

Assets USD 47m

Inception 16-aug-19

Fund type / Strategy UCITS / Market Neutral equities

Net Exposure Target +/-10%

Liquidity Daily

Target assets Listed equities

Geographical mix ~50% North America, ~50% Europe

Benchmark No benchmark

Management fee 1% p.a. institutional share class / 1.5% retail

Performance fee 20% with high-water mark  (yearly crystallization)

Expected TER 0.2-0.4%

Cut-off 14:00 CET

Pricing Closing price end of day

Share classes SICAV share classes (institutional; GBP, USD and SEK / Retail; SEK)

Minimum investment Institutional USD 1,000,000 / Retail SEK 100

ISIN Code / Bloomberg ticker I USD - COENTIU LX / R SEK - COENTRS LX

Prime Brokers Morgan Stanley & Co. International plc / 
Skandinaviska Enskilda Banken (SEB)

Custodian, Listing Agent, Central 
Administration, Registrar and Transfer Agent RBC Investor Services Bank S.A

MARKET NEUTRAL ENERGY EQUITY FUND FOCUSED ON THE ENERGY TRANSITION

Coeli Energy Transition is a market neutral energy equity fund seeking to produce high risk-adjusted returns that are 
uncorrelated to both market and commodity price risk. It aims to take advantage of the increased volatility and dis-
persion in the energy sector caused by the disruption from alternative energy and the shift in public opinion against 
the fossil fuel industry. The fund is committed to have a negative exposure to the fossil fuel industry at all times.

The investment universe consists of energy equities as well as companies in other sectors that are impacted by the 
ongoing energy transition. Geographic focus is North America and Western Europe. The fund’s research process is cen-
tered around a top-down analysis of supply and demand in the sub-sectors, complemented with detailed bottom-up 
analysis to identify winners and losers within the many sub-sectors of the energy sector. The portfolio is generally com-
posed of 60-80 single name equities divided into investment themes and pair trades. It targets a net exposure of +/-10%.

Vidar Kalvoy
Portfolio Manager

Vidar Kalvoy is the lead Portfolio Manager and Founder of Coeli Energy 

Transition. He has more than 20 years’ experience from portfolio management 

and equity research. For nine years, he was responsible for the energy 

investments at Horizon Asset in London, a market neutral hedge fund. Kalvoy 

also has experience from energy investments at another hedge fund in London 

and equity research within the technology sector in Frankfurt and Oslo.

Joel Etzler
Portfolio Manager

Joel Etzler is Portfolio Manager and Founder of the Coeli Energy Transition 

fund and has more than 13 years in the industry, with investment experience 

from both the public and private equity side. Etzler joined Kalvoy at Horizon 

Asset in London in 2012 and spent five years before that within Private Equity 

at Morgan Stanley. Etzler started his investment career within the technology 

sector at Swedbank Robur in Stockholm, 2006.

THE TEAM
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Disclaimer

RISK INFORMATION
The information provided here does not constitute professional financial advice. Past performance is not a guarantee of 
future returns. The price of the investment may go up or down and an investor may not get back the amount originally 
invested. 

An investment decision should be based on information in current prospectus, Key Investor Information Document 
(“KIID”), and most recent published annual and semi-annual reports. These are available at www.coeli.com and can be 
acquired directly from Coeli. For advice regarding investments suitable for your specific situation, please contact your 
financial advisor.
 
DISCLAIMER
This presentation is intended for pure information only and must not be construed as an offering, solicitation or rec-
ommendation to make an investment. The information provided herein does not constitute any professional financial-, 
legal- or tax advice. 
 
This presentation is not intended for distribution in the US or other countries where the content or the distribution may 
be prohibited. Any fund described herein may not be offered or sold to US citizens or residents of the US or to a cor-
porate, partnership or other entity created or organized in or under the law of the US.
 
Although the information has been based on sources deemed be reliable, Coeli cannot guarantee its accuracy and as-
sumes no liability whatsoever for incorrect or missing information nor for any loss, damage or claim arising from the use 
of the information in this presentation.


