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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% 2.2% -0.6% 1.8% -0.1% 0.9% -0.9% -1.1% -3.3% -1.8% -2.2%

ATTRIBUTION DEC–21

Long attribution -2.0%

Short attribution 0.2%

Net -1.8%

EXPOSURE, MONTH END1)

No of long positions 39

No of short positions 35

Gross exposure 139%

Net exposure 1.9%

Net fossil fuel exposure -1.1%

Largest long % NAV 5.7%

Largest short % NAV 4.3%

Top 5 longs % NAV 21%

Top 5 shorts % NAV -20%

Liquidity (0-1 day, 
20% participation) 87%

TOP 3 ABSOLUTE P&L1)

Return on gross exposure of Theme NAV Contribution

Offshore Services 6% 0.6%

Integrated solutions 5% 0.5%

Hydrogen 7% 0.5%

BOTTOM 3 ABSOLUTE P&L1)

Return on gross exposure of Theme NAV Contribution 

Climate Champions -8% -0.7%

US Integrated services -5% -0.6%

Solar -3% -0.5%

 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
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FUND MANAGER COMMENTARY

The fund returned -1.8% net of fees and expenses in December, bringing the full year 2021 performance to -2.2%. The 
fund is up 4% since the inception in August 2019.
 
REFLECTIONS ON THE FUND PERFORMANCE

The performance for 2021 can only be characterized as very poor and it marks the second negative year in our 16-year 
history of managing money in the energy sector. The macro backdrop was difficult for a market neutral strategy as 
Brent oil rallied 54% and the key renewable indices were all down more than 25% in a year where the S&P 500 generated 
a 29% total return. The S&P 500 finished the year with a 5% rally in December, cementing the best 3-year and 5-year 
stretch since the late 1990s. Outside of the tech bubble, we must go back to the 1930s to find a better 3-year stretch for 
the index. Incidentally, these three years are broadly the same period we have been running this fund. 

Still, the weak performance in the second half of the year is mainly due to bad stock picking and/or poor timing. We 
have been very wrong on some trades, but in many instances, we have simply had terrible timing. 

At the end of each year, John Authers at Bloomberg publishes his “Hindsight Capital” note explaining what trades were 
the most profitable for the year. One that made his list this year was long oil exploration companies and short clean 
energy stocks, a trade that made 148%. Another was long natural gas futures and short solar energy companies, which 
would have generated a profit of more than 400%. With our net long tilt in clean energy and negative exposure to fossil 
fuels, this probably explains part of the reason why 2021 was difficult.
 
After beating the HFRX (Hedge fund research market neutral index) by 9.5 percentage points in 2020, our performance 
lagged by 2.2% in 2021 as the HFRX was flat. 

FOSSIL FUELS

Brent oil recovered most of the losses from the sharp sell-off caused by the news of the Omicron variant at the end of 
November. The early indications showed that this variant is less severe and so far, that has proven correct. Despite pre-
emptive lockdown measures in many countries, the impact on oil demand has been minimal, at least so far.

On the gas side, European 1-month forward prices experienced extreme volatility. Prices spiked to USD 60 per mmbtu 
(equivalent to nearly 350 dollars per barrel of oil) only to crash to USD 23 per mmbtu at the end of the year. This price 
was 30% lower than at the beginning of the month, but broadly in line with the average over the last six months. This 
average is still 2-3x higher than the historical price level, though. 

In addition to financial flow and end-of-year positioning, the key reason for the volatility was twofold. First, as the 
weather was warmer than normal in Asia and the European gas price was record high, the European players were able 
to acquire US Liquefied Natural Gas (LNG) that was heading to Asia. Second, at the same time as this gas was unloaded, 
the European weather turned warmer and combined with lower industrial power demand during the Christmas holiday, 
European inventories experienced a counter-seasonal build in the last days of the year. 

So, are we out of the woods yet? No, not at all. European inventories are still 10%-points below the low end of its 5-year 
average range. Asia in aggregate has low inventory capacity and if the weather gets colder, they will not allow the 
Europeans to bid away the US LNG tankers. 

In December, the power supply was hurt by French nuclear outages, poor wind conditions for the North Sea countries 
and even supply from hydro power was significantly lower than expected in Southern Europe. Although the long-term 
forecast is for milder than normal weather in the first quarter, January is expected to be slightly colder than normal. In 
total, there is little room for any further supply disruption and a conflict between Russia and Ukraine, with the risk of 
Russia being sanctioned by the EU and/or Russia curtailing gas export to Europe, could see gas and power prices spike 
beyond the record levels of December. 
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This risk is starting to be reflected further out on the gas forward curve. A month ago, the May 2022 contract for LNG 
delivered in Asia was priced at USD 16 per mmbtu, at the time of writing it is close to USD 30. Not only are prices not 
expected to come down in the spring, but the forward curve is elevated around USD 30 per mmbtu until early 2023. 
At those levels through 2022, assuming no demand destruction, we would see significant further inflation in the cost 
of raw materials and energy intensive products. This will likely spill over into core inflation. Of course, if these gas price 
levels should hold, there will likely be significant demand destruction which will result in less supply of core outputs like 
fertilizers, aluminium etc. This will also prove inflationary and comes with other problems, like recessions. As we have 
stated before, a cold winter will come at a high price for the global economy. 

Interestingly, on the last day of the year, the European Commission announced that it has begun consultations on 
a proposal to include both nuclear and natural gas in the EU taxonomy as sustainable energy sources. This caused 
significant uproar in the climate change movement, and it will face strong opposition from different member countries 
of the EU.  However, with Germany supporting natural gas and France pushing for nuclear, we find it likely that a 
compromise will be found that the other EU countries grudgingly will have to accept. 

Our take on gas is that it is very much needed as a transition fuel to replace coal. Although the EU Commission’s 
proposal comes with significant emission hurdles embedded, we believe it is a step in the right direction. Lack of 
investments in natural gas is possibly the biggest threat to climate change in the short term. In the search for a utopian 
energy transition without any fossil fuels, policy makers in Europe have almost derailed the expansion of a fuel that has 
50-60% lower CO2 emissions than coal. Today, 40% of global emissions are derived from the burning of 8 billion tons 
of coal annually. This is likely to increase this year as European countries in desperation are firing up old coal plants.

Generally, politicians follow public opinion and recently the opinion has become to simply stop the supply of fossil fuels. 
That is a tricky proposition when demand is still growing. Unfortunately, if we are to have a successful transition of the 
energy system, both supply and demand of fossil fuels will need to adjust. Starving the traditional energy system of 
capital is not a policy that will lead to a smooth transition – it is simply a policy that will lead to energy shortage. 

RENEWABLE ENERGY

December was another difficult month for the renewable energy space and particularly solar companies. We have been 
expecting a change to the Net Energy Metering (NEM 3.0) regulation in California, the largest residential solar market 
in the US. The Net Energy Metering rules allow solar customers to sell electricity back to the grid at the market rate. 
Everyone, including the solar companies, agreed that the current system was too beneficial for solar customers and to 
the detriment of utility companies and their customers without rooftop solar. However, the suggested NEM 3.0 proposal 
would not only make it less beneficial, it would almost make it uneconomic to install rooftop solar unless it is installed 
with expensive batteries.

The proposal will also make California less energy secure as many will rather invest in battery backup and disconnect 
from the grid instead of paying what seems like unreasonably high fixed connection fees. It will also likely cost tens 
of thousands of jobs as market demand will contract, at least until the industry is able to provide enough inexpensive 
batteries.
 
As it seems like key aspects of the proposal are based on erroneous calculations, we doubt the proposal will pass 
without adjustments to both financial terms and not least the timing of the introduction of the new rules. Still, the 
revisions are unlikely to be large enough to meet what the industry was expecting only a month ago.

The second hit to solar and the rest of the renewable universe came just before Christmas as Senator Manchin announced 
on Fox News that he was not willing to support President Biden’s Build-Back-Better (BBB) bill of USD 1.75tn. As this bill 
was a so-called reconciliation bill, the democrats needed only a simple majority, which means that it need the vote of all 
its 50 Senators. Manchin’s lack of support is enough to kill the bill, at this least this specific bill. 

A big part of the BBB (about USD 550bn) was for fighting climate change and a most of that (about USD 320bn) was 
tax credits for the wind and solar industry. As we have discussed in previous monthly reports, there is broad agreement 
across the aisle on these tax credits and they will likely, one way or another, be extended sometime this year. However, 
this uncertainty was not welcome, and it severely impacts the near-term order momentum, particularly in onshore wind.
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How bad can this be for the industry? Well, Bloomberg New Energy Finance (BNEF) estimates that California residential 
solar installations could fall by 42% in 2023 if the NEM 3.0 passes in its current form and there is no extension to the 
tax credits. Obviously, this will not help President Biden or the USA to get closer to the target of generating 40% of 
electricity from solar by 2035. 

FUND PERFORMANCE

December marked the end of one of the most difficult years in our careers. Although the market rallied in December, 
we lost 2% on the long side while the short side eked out a meagre 0.2%. Our gross exposure was flat on November at 
around 140%, the net was long 2% and fossil fuel position was 1% short. We continued to close out themes and we start 
the new year with three new themes and pair trades. 

The three best themes in December, “Offshore Services”, “Integrated Solutions” and “Hydrogen” had similar contributions 
to the NAV, all up 0.5-0.6%. In the “Integrated Solutions” theme, all 5 positions (3 longs and 2 shorts) returned positive 
results, even the short that caused us large losses in October. Over the year, this theme contributed about -0.4% to NAV.  

“Offshore Services” is a theme focused on restructured offshore drillers and seismic companies versus their peers that 
we believe will have to go through a restructuring in the future. The theme contributed about 1% on the year, but the 
long position in the offshore driller Valaris (VAL US) stood out. 

The “Hydrogen” theme had another good month in December. It was also the best theme of the year, contributing 
almost 6% to NAV. The theme was skewed net short most of the year as it worked partly as a hedge against our long 
positioning in “Solar”, “Wind Equipment” and “Climate Champions”. Despite our long positioning and the fact that all 
wind equipment longs and most solar longs were down from single digits to as much as 30%, like Vestas Wind Systems 
(VWS DC), both “Solar” and “Wind Equipment” contributed positively for the year. 

On the negative side in December, “Climate Champions” was the worst performer deducting 0.7% from NAV. This theme 
also ended the year as the second worst theme, losing almost 3% of NAV. One reason was the long position in Orsted 
(ORSTED DC), which ended the year down 33% after increasing 90% in 2020. As we are focused on the relative valuation 
and we were never completely comfortable with the absolute valuation, we gradually reduced the long position over the 
year. However, Orsted still accounted for about a third of the losses in the theme. Most of the losses came from the short 
side where some of the utilities with a more fossil fuel heavy power generation mix benefitted, beyond our expectations, 
from the increasing energy crisis. We believe these companies are pricing in very high-power prices for a long time with 
no change to demand, which is unlikely. 

The second worst theme of the month was “US Integrated Services” contributing -0.6% to NAV, the third month in a row 
with a negative return. It lowered its full year contribution to a mere 80bps after having been up more than 2.5% at the 
end of the first half. This despite that we reduced our favourite long position, National Energy Services (NESR US) by 
almost 50% as the stock rallied 60% in the first half of the year. Unfortunately, as the stock sold off as it became clear 
that near term earnings would be hurt by Covid related costs and delays in the Middle East, we plainly bought back the 
position too early. We have grossed down the position into year end, but it is still sizeable as we believe the valuation 
protection at 80-100% discount to peers combined with the best long term growth outlook in the sub-sector, means 
that the stock will work again. 

The third worst theme of the month was “Solar”, deducting 0.5% from NAV. Although we were always skeptical to 
the Build-Back-Better bill passing without downward alterations, we were very surprised by the harsh terms of the 
new Net Metering Regulation (NEM 3.0) in California. Still, considering our long skew in “Solar” against “Hydrogen” 
and the massive sell-off in US based solar stocks (Invesco Solar ETF (TAN US) – the key global solar ETF with about 
60% exposure to the US was down 15% in December), as a group of themes, they fared relatively well as “Hydrogen” 
compensated for the loss in “Solar”.

Looking forward, we still like solar as a relative theme in renewable energy space. Valuations are obviously under massive 
pressure as higher long term interest rates put pressure on companies with rich multiples. Still, this is possible to hedge 
out as there are multiple other sub-sectors in renewable energy with even more of their perceived value further into the 
future. With regards to political winds, we doubt it can get much worse in the near term. We believe the final NEM 3.0 
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will be softened if it is voted on as planned on the 27th of January. If it is delayed, it will likely be taken positively. Finally, 
we believe the solar tax credits that was supposed to be included in the Build-Back-Better bill will likely be extended in 
a separate bill, i.e. if the BBB is as dead in the water as the market seems to believe.

OUTLOOK

2022 will likely be a pivotal year. Inflation is arguably the main worry for the market. How the central banks, in particular 
the Federal Reserve will respond, will dictate the broader risk appetite. Inflation is rampant in both the US and many 
European countries. Even though most forecasters expect inflation to come down during the first half of the year, the 
question is to what level? Also, many of those forecasts are predicated upon normalization of energy prices and supply 
chains. That will surely happen at one point, but it might take quite a bit longer than what is the consensus. If the rest 
of the winter turn worse than expected and we get a warmer than normal summer in Asia, we will likely see high energy 
prices in Europe and Asia well into 2023. It is hard to see manufacturing of many energy intensive industrial products 
being profitable at today’s high energy costs without a significant increase in prices.  

Historically, we have struggled in years with strong performing, low volatility markets. To us it looks like 2022 could be 
quite a different year with plenty of opportunities to play the shifts in both supply and demand in the sub-sectors of 
Energy. We aim to capitalize on these opportunities. 

We wish you all a great year! 

Sincerely, 
Vidar Kalvoy & Joel Etzler
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About The Fund

FUND DETAILS

Assets USD 52m

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.


