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Coeli Energy Transition
Monthly Letter

May 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% -0.6% 2.4%

ATTRIBUTION MAY–21

Long attribution 4.3%

Short attribution -4.9%

Net -0.6%

EXPOSURE, MONTH END1)

No of long positions 52

No of short positions 44

Gross exposure 214%

Net exposure -6%

Net fossil fuel exposure -12%

Largest long % NAV 6.7%

Largest short % NAV 7.2%

Top 5 longs % NAV 26%

Top 5 shorts % NAV -30%

Liquidity (0-1 day, 
20% participation) 90%

TOP 3 ABSOLUTE P&L1)

Return on gross exposure of Theme NAV Contribution

NEX/RES 7% 0.8%

Refinery 5% 0.5%

Permian/M&A 1% 0.3%

BOTTOM 3 ABSOLUTE P&L1)

Return on gross exposure of Theme NAV Contribution 

Equipment -2% -0.5%

US Integrated services -4% -0.5%

Majors -2% -0.4%

 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

59%
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Coeli Energy Transition

FUND MANAGER COMMENTARY

The fund returned -0.6% net of fees and expenses in May, bringing the YTD performance to 2.4%. Since the inception in 
August 2019, the fund is up 8.8%.

MARKET COMMENT

‘Sell in May and go away’ did not happen this year either. Most major stock markets were flat to small up. The US 10-year 
bond moved up a couple of basis points, Gold added almost 8% and Brent oil increased 5%. This was mirrored in the VIX, 
the volatility index, declining by 10% to below 17, a level not seen since pre-Covid in February last year. The only ‘asset’, 
for lack of a better word, that fell hard was Bitcoin as well as some other cryptocurrencies. Bitcoin declined by 36% in 
the month of May, its third worst monthly decline over the last 5 years and sixth worst since its creation. 

The overarching theme for the month was again inflation. Most commodities have rallied since the lows of the pandemic, 
but this was the quarter when inflation became one of the key topics on companies’ earnings calls. 

While the fossil fuel side of energy is used to dealing with volatile commodity prices, the renewable segment is 
accustomed to steadily declining input and output prices. As this trend was assumed to continue, thin margins have 
been accepted and are now endangered.  

RENEWABLE ENERGY

The main renewable indices declined by double digits by mid-May but ended down only in the single digits after a small 
rally into the month end. Although these indices have dropped by more than 20% since the peak in January and many 
prominent names have slumped by more than 50%, valuations are still on average rich, we believe.

However, we expect two near term triggers to help clarify to the market which companies will be able to grow into their 
valuations and which are still overvalued. The first trigger is the distribution of EU and other governments’ funds. It will 
soon become clearer which companies will be able to realize their plans and firm up agreements and likewise, which 
companies will have to look for alternative funding or scale back their ambitions.

The second trigger is the distinct ability to handle the ongoing threat of inflation. Who will be able to push the cost on 
to the clients and which companies will have to accept a hit to their margins?

One example is solar modules, which is famous for a 90% price decline over the last decade but also for feeble or even 
elusive profit margins for its manufacturers. Since the bottom of the pandemic, the price of one of the key input factors, 
polysilicon, has increased by 360% and it is trading 150% above the average price over the last 5 years. If that was not 
enough, other metals, like aluminum and copper, are up by more than 70-80% the last year and container shipping rates 
have soared by more than 100% on several of the key routes. Unsurprisingly, the price of solar panels has risen by 18% so 
far this year, breaking the long-term deflationary trend. Still, to protect panel manufacturers’ slim margins, prices need 
to rise much further to offset the higher raw material prices.

While the solar panel manufacturers will only be able to push part of the cost inflation on to their customers, others, 
like the wind turbine manufacturers, have the required moat to increase their prices and to protect margins. Still, both 
groups might face a slowdown in demand as some customers will delay orders in the hope that the inflation is transitory. 
If the inflation proves longer lasting, the renewable energy space will learn to live with higher prices as the underlying 
long-term growth prospects are great. Nevertheless, this situation creates some clear relative winners and losers which 
improves trading opportunities.
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FOSSIL FUELS

Brent oil was up by 5% in May, closing just below the USD 70 level. Energy indices increased by about 10-15% on 
the month, following two flat-to-down months in March and April. The energy stocks benefitted from a return of the 
reflation trade, but also from a positive oil macro backdrop.

Like last month, the key positive is that oil demand is growing with increasing inoculation rates in the western economies. 
Moreover, the new variants of covid do not seem to slow down the improving economic activity, while the infection 
rates in countries like India, the third largest oil consumer in the world, seem to have topped out and started to decline. 

The oil macro backdrop is also helped by a somewhat stalled Iran-nuclear negotiation. This likely means that sanctions 
are unlikely to be lifted ahead of the Iranian presidential election in some weeks. If a hardliner should win the election, 
which is probable as others are not allowed to run, the negotiation is likely to drag out and Iranian oil barrels will only 
return gradually and more slowly than what was feared just some weeks ago. 

Finally, as mentioned in previous monthly reports, oil is generally regarded as a good hedge against inflation and 
whether it proves transitory or not, many investors would like to hedge at least some exposure.  

While all stars seem aligned for the oil macro in the short term, the same cannot be said for the oil majors. This month 
will likely be remembered for the triple whammy the industry received on the 26th of May. 

First, for the first time ever, a private company was held responsible for its contribution to the climate crisis. A court in 
The Hague in the Netherlands, ruled that Royal Dutch Shell must reduce its scope 1, 2 and 3 emissions in absolute terms 
by 45% by 2030. The target is well ahead of Shell’s own plans, and it is likely very difficult to achieve. Controlling scope 
3 emissions implies restricting the use of the products Shell sells, for instance people driving petrol or diesel vehicles. 
The only way for Shell to comply with this ruling is to close or rather divest some of its current production. The verdict 
will surely be contested, and it will take years before a final ruling is reached in the Dutch Supreme court. However, we 
will not be surprised to see similar verdicts against the other oil Majors in other European courts in the future.

Second, a small activist hedge fund, owning a meager 0.02% of Exxon’s shares won a shareholder vote to secure two 
to three board seats. The purpose is to overhaul Exxon’s strategic direction and come up with a plan to address climate 
change.

Third, Chevron, who previously had chosen to exclude scope 3 targets from its emissions reduction plans, lost an 
important shareholder vote forcing the company to include scope 3 in its plans.

These results will be viewed as a warning to the rest of the industry, and they are strong indications that public opinion 
has firmly shifted. Moreover, we believe the 26th of May might be looked back upon as the day scope 3 targets really 
reached the US.

Finally, these events also vindicate impact investing over exclusion strategies. Excluding fossil fuels in one’s portfolio 
is not necessarily the right strategy if you want to have an impact on climate change. You will have a ‘clean’ portfolio, 
but you will not make much difference. If all these investors had adopted an exclusion strategy, none of the shareholder 
votes would have been successful. 

FUND PERFORMANCE

In May, only 6 out of 16 themes were profitable, but there were no large losing themes. The fund made 4.3% from the 
longs and lost 4.9% on the shorts. The average gross and net exposures were 212% and -5.0%, respectively, while the 
average fossil fuel exposure was -12%.

The worst performing theme was “Equipment”, contributing -0.5% to the NAV. The main culprit was one of our two large 
longs, SBM Offshore (SBMO NA), which was down on the month while especially one of the shorts rallied hard. It is not 
uncommon though for SBM Offshore to lag in the early stages of a rally, and we still find it to have one of the better 
long-term risk-rewards in the space.
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Another theme with a negative month was “US Integrated Solutions”, which contributed -0.5% to NAV. The weak 
performance was simply down to the key short having a catch up after months of relative underperformance, while one 
of our longer standing holdings, National Energy Services (NESR US) for once had a flat month.

The last negative theme worth highlighting is the “Majors”, which also contributed -0.4% to NAV. In this theme only 
Repsol (REP SM) performed on the long side, while the other two longs were flat. Repsol is still a play on the re-opening 
of Europe after the pandemic and its likely listing of its renewable assets. We believe obtaining market pricing of 
Repsol’s renewable assets should be a positive trigger also for peers like Total (FP FP).

The best performing theme or pair trade was “NEX/RES” which contributed 0.85% to NAV. This is a long-held pair trade, 
within pressure pumping in the US, which we believe has room to run.

The second-best theme was “Refining” contributing 0.5% to NAV. This theme is quite a bit smaller than in the past, but 
we are again long our favourite renewable diesel name, Renewable Energy Group (REGI US). The theme also made 
money on the short side as some of the fossil refining groups have priced in most of the reopening trade. 

OUTLOOK

During the month, IEA, the International Energy Agency released their ‘net zero by 2050’ plan, a back solved scenario 
that could get the world to net zero. The plan called for a tremendous increase in renewable energy investments, 
well above any budgets currently in place. Also, it expected that no new oil or gas fields would be required from 
here onwards. While we need these types of analyses to get the attention of policy makers, back solving for desired 
scenarios are rarely reliable. Demand for fossil fuels is growing, currently at a very high clip and unfortunately, the world 
needs more fossil fuels in the short term.

We do welcome the strong public pressure on the large oil companies; however, we are afraid that some activists lose 
perspective of what is the ultimate goal. It is not to kill off the fossil fuel companies, but rather to reduce the burning of 
fossil fuels. Ideally, these companies should be part of the solution.

The key is to lower the demand for oil. It would be great if oil demand could be reduced by cheaper and cleaner 
substitutes alone, but that is unfortunately unlikely. There is not enough time. Instead, we might need higher oil prices 
to reduce demand. Curtailing supply by forcing public oil companies to shut in production and stop exploring for new 
reserves could lift oil prices and have the desired effect. The economic side effects, however, are likely not beneficial 
to the energy transition. It would imply years of super profit, above all for countries in the Middle East that leave their 
oil industry unencumbered or even let it grow. These countries are unlikely to have any net-zero emission targets and 
shareholders have no influence on the decision makers. It might also mean that the western oil majors that are trying to 
transition to renewable energy will not have the capital required to do the huge investments needed.

A better solution, we believe, is to reduce oil demand by boosting the oil price through different kinds of carbon taxes. 
It is an illusion to get every country to agree to a global carbon tax, a better solution is some form of carbon boarder 
adjustment scheme. It will not be popular, and it will be complicated, but if implemented, the profit from higher oil prices 
is likely to go to governments that might spend the tax windfall to speed up the energy transition through subsidizing 
renewable energy.

The energy sector is at the beginning of this long transition and the speed and direction it takes is increasingly important 
to the world. We are happy to be at the center of the action and see great trading opportunities along the road.

Sincerely, 
Vidar Kalvoy & Joel Etzler
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About The Fund

FUND DETAILS

Assets USD 50m

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 14 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.


