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HFS – 2Q2022 General Market Comments

AQUIS

The 2Q2022 proved to be even more challenging than the 1Q2022, with almost no good news for markets. Investors that had to
deal with deepening recession worries, escalating geopolitical tensions, accelerating inflation dynamics in major economies and
shift in central bank monetary policies. In this environment, both equities and fixed income markets delivered negative returns
through the end of the second quarter and for the first six months of 2022.
Equity Markets: Equities suffered a severe decline in the 2Q2022, with the S&P 500 and Euro Stoxx 50 losing -16.11% and –9.35%.
From an historical perspective, it was the worst 1H2022 of the S&P 500 Index since 1970 (Vietnam War), even if the starting
point was an all-time high reached on January 3. Best sectors were typically defensive such as utilities and consumer staples,
while consumer discretionary and tech suffered the most. In terms of factors, the MSCI Value index outperformed its growth
counterpart, but both experienced sharp drawdowns. A notable exception was the performance of the Chinese market in June,
with significant positive returns supported by an improving outlook on Covid lockdowns and positive sentiment on monetary
policy.
Fixed Income Markets: June was certaintly a month of central bank interventions. The Fed moved decisively with a 75bps rate
hike. In Europe, after the spreads of certain peripheral countries came under pressure with levels not seen since the European
crisis of 2011, the ECB assured markets by announcing a potential Anti-Fragmentation Policy tool to assure that stability in the
Euro area. In this context, the Swiss National Bank surprised markets by raising interest rate by 50bps to -0.25%, the first rate
hike since 2007. Inflation figures continue to hoover at extremely high levels, with the US inflation CPI that came at 8.6% in early
June. Government bonds have been hit and failed to provide the protection that investors were used to. The high yield segment
suffered the largest sell-off outside of a recession, with the Barclays "CCC" Rated & Below HY Index being down -16.69% YTD!
Commodities: The asset class had a positive 2Q2022 in light of continued supply chain bottlenecks and finished 1H2022 up 18.4%,
driven by the surge in food and energy prices. Energy was the best performing segment amid rising demand and supply
constraints due to the ongoing conflict in Ukraine. Industrial metals experience significant price action, with drawdowns in
aluminium, zinc and nickel prices. Approaching quarter end, recession fears prompted a reduction in commodity demand, with
Crude oil stabilizing around the USD 105 level, suffering an 8% drawdown.
Currencies and Crypto: The USD continued to appreciate against major currencies as investors expect the Fed to hike interest
rates at a faster pace compared to other developed countries and due to safe heaven dynamics. While Euro and the Pound
tumble, the Ruble continued to upward trend of the past months. Crypto-currencies suffered one of the worst sell-off in the
history of the asset class, with the Bitcoin falling more than 40% in June.
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HFS – 2Q2002 Hedge Fund Industry Comments
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The performance of Hedge Funds during 2Q2022 has been subdued in absolute terms, but in relative terms, the asset class was
able to outperform broad markets and limit losses for investors. Some strategies actually benefitted from this unique volatile
market environment. CTAs and global macro funds were the biggest gainers of 2Q2022. The industry as a whole slightly declined
in 2Q2022 and the HFRX Global Index was down almost -4% QTD. Dispersion among hedge fund continues to be high. May has
been a particularly challenging month, with all HFRX strategies posting negative returns, while in June global macro, systematic
and CTAs started to perform again.
Global Macro: global macro managers were the winners and posted strong gains as geopolitical tensions mounted. Major
tailwinds for the strategy were the Commodity and Fundamental Discretionary components, but also portfolio hedges that
were put in place to handle post-covid volatility. Long biased commodities positioning, particularly in grains and crude markets
but also in long precious metals trades were by far the best performers. Commodities prices were driven by persistently rising
inflation, global supply chain disruptions, and escalating geopolitical tensions. Long equities positions, in contrast, were
generally the biggest detractors to performance. Quantitative strategies and CTAs also delivered strong gains in the second
quarter, benefitting from high volatility levels and interest rate rising.
Equity Long/Short (“ELS): ELS strategies were the worst performers across strategies. Nonetheless, actively managing the
exposures and overall reducing net and gross levels was a real challenge due to macro uncertainties. While in May, many ELS
managers experience more acute losses compared to the indices, in June the trend reversed thanks to the contribution of alpha
shorts a more conservative approach in net exposures.

Credit Long/Short “CLS”): These strategies were severely hit by the fixed income sell-offs across the whole credit spectrum and
were the worst performing over the 2Q2022. June was the most challenging month, but credit markets suffered in all three
months, irrespective of the short upside-trend of the end of May, with IG that outperformed HY. Losses were registered
independent of geographies, with European credit lagging the US, and across most asset classes including convertibles,
stressed/distressed credit and SPACs. Spreads widened across the structured credit space, reflecting the end of QE of the US
FED and higher default expectations across a broad set of asset classes.
Event Driven: Event driven strategies posted mixed returns as merger arb spreads inevitably widened in volatile market and
M&A activity contracted following a deterioration in market sentiment and recessionary fears. The main risks for the strategy
arise from increased regulatory and geopolitical risk, which might dent management sentiment and reduce the opportunity set
going forward.
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HFS - Risk Considerations Ahead
✓ Macro dispersion of majof economic blocks of key economic data: growth, inflation, jobs creation

✓ Duration of geopolitical tensions and actual Russian/Ukraine war are detrimental on global growth, increases
probability of a widespread war fears, disrupting global trade, looming EU energy crisis and global food crisis
✓ Are persisting higher global inflation forces the new normal?
✓ Sharply higher nutrition prices; Arab Spring 2.0?
✓ Re-emergence of new Covid-19 fears and regional lockdowns?

Consumer Confidence Index

S&P Bear-Markets overview

Source: The Conference Board, Bloomberg, BoA
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Portfolio Concept: Sub-Portfolios
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HFS - Our Innovative, Opportunistic and Active Portfolio

Our innovative multi-manager model emphasizes on downside protection, embracing upside potential and compounding high
risk-adjusted returns. The classical hedge fund approach with correlation, volatility and return is enhanced with three important
modular portfolio construction innovations:

Neutrality, Opportunity and Convexity
Neutrality Sub-Portfolio

Opportunity Sub-Portfolio

Convexity Sub-Portfolio

Excess returns regardless of market
direction

Short term market and
asset class dislocation

Concentrates on fundamental and
macro economical analysis

Low correlation

Low correlation

Negative correlation

Flexible trading
Oriented strategy

Typically, better
performance in
highly
liquid
and less
volatile markets

Typically performs
better in illiquid, erratic and volatile
environments

Main Emphasis on
relative value opportunities

Active Modular Portfolio Construction
Hedge fund activity depends on the stage of the economic cycle
Active re-allocation ensuring optimal strategies weighting for the given market scenario
Proprietary methodology
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Atlas Global Fund –Sub-Portfolio Review 2Q2022
Sub-Portfolio

Neutrality

AQUIS

2Q2022 Comments
Slightly Negative Contribution
The Neutrality sub-portfolio performance was flat and detracted particularly in May and June. Event Driven
strategies were among the worst performers as the M&A activity contracted both in Europe and the US and the
number of announced IPOs in Europe collapsed from the 2021 highs. The portfolio was also slightly re-positioned
with a new allocation to a liquid diverse equity-oriented Fund that already started to positively contribute to the
overall performance. In this context, we made tactical top-ups towards the highest conviction Funds and remain
very constructive of the Neutrality Sub-portfolio with no further addition in the short term.

Opportunity

Negative Contribution
Opportunity was not immune to the overall quarter volatility and posted a negative contribution. ELS managers
were the leading asset class with negative returns, suffering from our more directional manager with European
focus and as well as for the US consumer discretionary focused manager in light of wrong positioning, with a
bullish outlook and higher than usual long exposure. Dispersion in the ELS space has been considerable, with
most of the funds being down YTD and suffering from the turmoil, independently on geographies. In May, also
Global Macro strategies suffered, mostly from short positions in rates, among the popular strategies that didn’t
work as recession risks increased. In June, for the first time of the year, we experienced substantial losses from
our Long/Short Credit managers as credit spreads widened, particularly from our China-dedicated investment.

Convexity

Strong Positive Contribution
Convexity’s overall result has been very pleasing for the 2Q2022, with the sub-portfolio that continues to deliver
the expected protection during volatile and erratic markets. Our managers remained overall successfully
positioned on the yield curve and across general bond market weakness, but that also played well the
commodity theme. This strong contribution is due to the design of the sub-portfolio, which includes only Global
Macro and Tail Hedges strategies. After a challenging May with muted performance due to sharp V-Shaped
equity recovery, commodities volatility and sharp decline in rates, the Sub-portfolio performed very well in
June. Within the sub-portfolio, we tactically rebalanced the positions across equity, interest rates / inflation
focused, or commodity focused hedge funds to maintain a target proportion. The portfolio will be managed
likewise going forward, to prevent excess concentration and excessive downside risk potential from highly
volatile funds, although they have been delivering exceptional returns YTD.
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Atlas Global Fund – Sub-Portfolio Outlook
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There are plenty of hedge funds opportunities amid uncertainties and irrespective of which economic scenario
comes to realization this year, hedge funds will have an important role to play in investors’ allocations. And our
multi-style and multi-manager approach is a valid option to direct fast-changing market conditions.

Outlook

Key Themes

Slight increase

Low net Equity Market Neutral
and low net Long/Short Credit,
Global Macro

Opportunity

Slight increase

Long/Short Asian Stressed Credit,
Event Driven / Special Situations
Credit and Equity trading,
Global Macro, Commodity,
Digital Assets

Convexity

No action

Global Macro
Tail Protection

Portfolio Sub-strategy

Neutrality
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Atlas Global Fund – Performance Review
Performance Since Inception

Jan
Feb
Mar
Apr
2022 0.08% 0.93% 2.83% 0.84%
2021 -0.90% 3.22% 0.37% 0.67%
2020 0.43% -0.51% -3.70% 2.04%
2019
-0.31% 0.06%

May
-1.32%
0.52%
0.88%
0.27%

Jun
Jul
Aug
Sep
Oct
Nov
Dec
YTD
SI
-0.65%
2.79% 17.91%
-1.10% -1.01% 0.52% 1.34% 1.13% -1.01% 0.07% 3.80% 14.82%
1.16% 2.47% 0.52% 0.06% -0.05% 1.68% 3.36% 8.47% 10.61%
0.59% 0.33% 0.51% 0.20% 0.09% -0.33% 0.55% 1.97% 1.97%

(June 2022 and YTD 2022 estimated performances)
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Special Topic: Global Macro
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Global Macro – General Observations

Global macro managers employ a discretionary trading approach and are often focused on specific market themes. The strategy is
one of the winners of the year in terms of performance and was able to thrive on market uncertainty and volatility spikes. Key
elements that position the strategy among the best investments for the year is clearly the possibility for the manager to invest
opportunistically across countries, currencies, commodity markets and interest rate instruments. They often take large directional
positions and with a top-down exploit changes in monetary policy and macroeconomic variables, such as inflation, unemployment
and trade balances. Key areas of global macro manager activity are exchange rates, bond and interest rate dynamics and economic
policy shifts. Global macro managers often use a considerable amount of leverage and are very active in net and gross exposures
adjustments.
According to the global macro report from HFM as of May, 53% of macro funds experienced inflows in 2022 compared to 39% for
other strategies. 61% of macro funds delivered positive returns YTD compared to 34% of other funds and 37% of FoHFs. The HFM
Macro Index is up around 3.2% YTD as opposed to the HFM Global Composite, which is down -5.1% in the same period.

HFRX Indexes Performance as of June 30th
HFRX Macro Systematic Diversified

16.77%

HFRX Macro CTA

3.27%

HFRX Equity Market Neutral

-2.40%

HFRX Meger Arbitrage

-3.92%

HFRX Equity Hedge

-4.72%

HFRX Global

-5.05%

HFRX Event Driven
HFRX Relative Value Arbitrage

-6.24%
-9.18%

HFRX Fixed Income Credit -12.84%
HFRX RV Fixed Income Credit -13.27%
-15.00%

-10.00%

-5.00%
Q2 Return

Source: HFRX. As of June 30th 2022.

0.00%

5.00%
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Global Macro – Inflations Dynamics

After the unprecedented amount of liquidity injected in the financial system in 2020 and 2021 after the COVID outbreak, both in
fiscal and monetary form, the demand/supply equation for good and services is, to say the least, widely unbalanced. In this context,
the chart highlights how 150% of the GDP “wealth” was added just in the last two years. The natural consequence of this extreme
condition is the emergence of widespread inflation, not only across goods and services, but also in wages and assets. It is at that
point that the central banks feel the need to intervene, by removing the excessive wealth recently added to the system.
Global macro managers focused on the implications of these dynamics, trying to anticipate the tightening level that will be applied
in the complex economic landscape. On the equity side, the implications from a broader perspective involved a bearish positioning,
or at least a conservative approach towards equity markets for 2022. The key considerations ahead revolve around the magnitude
of the pain that equity and bond markets still have to suffer, whether and how much the interest rate hikes will undermine
economic growth and the implications on labour markets. The latest June report from the Bureau of Labour Statistics surprised on
the upside, providing a clear picture on the US labor market, with more 372,000 new positions added and with the unemployment
steady at 3.6 percent for a fourth straight month. Both interpreted as positive indicators even after the 75bps Fed hike and possible
worries of a hiring slowdown. All investors are now keen to evaluate the Q2 earnings season, the next piece of the current
economic puzzle expected to provide key information on EPS, Sales, Net margins and 2023 outlook.

US household wealth, % GDP

Source: AGMR, Bureau of Labour Statistics, Data seasonally adjusted. As of June 30th 2022.

U.S. unemployment rate (seasonally adjusted)

13

Global Macro – Financial Tightening and Bond Market Adjustments
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Financial conditions are tightening with a steep rise in the cost of capital for consumers and corporates with significant
consequences across all risk asset classes and as central banks continue with their attempt to control inflation after being left
behind the curve for too long. Not only global equity markets, but especially bond markets experienced the worst first half of the
year for over 100 years considering annualized returns. The US 30-year yield decisively broke a more than 40-year trend, further
increasing the risks for a stagflationary environment, characterized by stagnant growth and rising inflation.
Credit spreads also widened to levels similar to those achieved during the most challenging period of 2020, with a severe situation
especially in Europe. The two industry benchmarks that track the most liquid European investment grade and the most liquid subinvestment grade entities are both skyrocketing: the Itraxx Main is currently around 125 (compared to the 155 level reached during
the pandemic), while the Itraxx Xover at 615 (compared to the 750 level reached during the pandemic).
Focusing on High yield markets, the Barclays High Yield Index had only two more extended drawdown over the past twenty years, in
2008 and 2020, over which it lost respectively -35.3% and -20.8%. Credit spreads for High Yield markets are becoming increasingly
attractive, with the JPMorgan US HY spread breaching 600bps, but annual corporate HY default rates remain at historical low levels
below 2%.

Source: Bloomberg, BofA. As of June 30th 2022.
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Global Macro – Quantitative Tightening and Structured Credit Market
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The balance sheet reduction that the Fed is planning to initiate is much larger than the one attempted in 2017 and happens at a time
when financial markets appear much more fragile and unable to absorb the shockwaves. The following are among the key
differences compared to the 2017-2018 case:
• The starting point: considering Fed purchases of Treasury and agency MBS held in the System Open Market Account (SOMA), the
balance sheet expanded markedly over the last two years at the end of May 2022 accounted to more than USD8.9 trillion,
compared to USD4.2 trillion in 2019.
• The state of the U.S. Treasury market: the volatility level of U.S. Treasury markets is much higher compared to 2017. The level of
MOVE index reached in June, an industry benchmark for interest rate volatility, exceeded the peak values of the pandemic and
remains well above the levels observed during the 2013 “taper tantrum.”
• High monetary policy uncertainty: the expectations on federal fund rates are wide, adding volatility to the space.
• Investor balance sheet constraints: some potential investors might have limited possibility to invest in newly issued SOMA-eligible
securities as the Federal Reserve reduces its balance sheet
Considered all these elements, it is clear how the current market conditions potentially permit more disruptive scenarios compared
to the last QT, which partially explain the initial gradual approach the FOMC has adopted.

Source: Board of Governors of the Federal Reserve System, Haver Analytics, Federal Reserve Bank of Kansas City
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Impactis Fund –
Sustainable Hedge Funds
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Impactis Fund – 2Q2022 Review
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✓ The Impactis Fund was able to navigate the first quarter market volatility with a slight negative performance, still
outperforming the broad hedge fund industry during the severe market dislocations observed this year. Given its current
Equity Long-Short tilt and positive correlation to the S&P500, we consider the performance to be remarkable and maintain full
conviction into the portfolio. Over this period, we made two new additions to increase the diversification and to add new
sustainability themes, with one new Equity L/S Fund active in the resource efficiency, process efficiency, resource generation
and waste reduction areas.
✓ Equity Long/Short “ELS” Funds overperformed compared to their peers over the quarter. One of them already adopted a
more balanced factor approach compared to the historical growth-tilt and could limit the losses. Our holdings continue to be
positioned in ESG themes that are long-term in nature, including renewable energy, the electrification of vehicles, and
decarbonization, water and plastic-to-paper conversion. Our more directional Fund suffered significantly in line with the
equity market dynamics, but through sizing we limited the negative portfolio contribution.
✓ Our Funds in the Credit Long/Short “ELS” space suffered the broad-based market sell-off driven by a combination of hedge
fund de-risking, selling pressure form directional funds and a lack of cross-over bids. During the second quarter, convertible
issuance remained well below historical averages, with significant regional differences. New issuance in Europe and Asia
continued to lag the US, with no issues reported in May in those regions. In this context, Energy convertibles became more
attractive as fundamentals improved and the current valuation levels offer plenty of opportunities,
✓ The Event Driven - Corporate Engagement strategy active in the High-Yield space was the worst contributor for the strategy.
The Fund is taking advantage of the dislocation and adding new long exposure through a balanced approach in liquid, short
duration instruments and higher yielding opportunities with low probability of impairment. The Fund has full-conviction in the
opportunity set, expecting the high yield market to have already priced-in a moderate recession and ready to exploit the
current market environment emphasising on its nimble fundamental approach to portfolio construction and its flexible
mandate to invest across the capital structure.
✓ Our Fund in the Global Macro - Carbon Credit Trading space finished the quarter up. Our Fund experienced some intra-month
losses, but far less than the market in general, as it was already cautiously positioned, with downside protection across several
carbon markets. The Fund disciplined investment process allowed the fund to reduce the scores in each carbon market
actively followed before the sharp drawdowns and limit the losses with a combination of options, which proves their ability to
protect downside risk. The Fund remains nimble and well-positioned, taking advantage of short-term buying opportunities
and with recently added option exposure.
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Impactis Fund – Performance Review
Performance of Impactis Fund
Feb
0.74%

Mar
-0.75%

Apr
-0.08%

May
-0.80%

Jun
-0.85%

Jul

Aug

Sep

Oct

Nov

Dec

2022

Jan
-1.06%

YTD
-2.78%

ITD
72.21%

2021

0.48%

2.64%

0.46%

1.60%

0.29%

1.43%

-0.22%

0.84%

1.12%

2.20%

-0.48%

0.21%

11.04%

77.12%

2020

1.79%

1.29%

-1.73%

1.71%

1.35%

1.81%

3.40%

2.49%

1.45%

0.77%

6.08%

4.25%

27.04%

59.52%

2019

2.06%

1.36%

-0.37%

2.09%

-0.43%

2.03%

1.09%

0.15%

-1.10%

-0.50%

1.33%

1.38%

9.42%

25.21%

2018

2.26%

-0.96%

0.93%

0.31%

1.32%

-0.41%

0.40%

0.25%

1.02%

-3.06%

0.20%

-0.76%

1.47%

14.43%

2017

1.65%

0.72%

0.82%

1.19%

1.10%

0.12%

0.92%

1.32%

0.74%

1.85%

0.29%

1.38%

12.77%

12.77%

*Performance figures in italic aere based on the target allocation and simulated net of fees, by using all approved funds equally weighted and asssuming 0.75% management fee and 15%
oerformance fee. The performance simulation is not reliable guide to future peroformance, Actual performane as of December 2021

Impactis Fund vs. Equity and Bond Indices as of June 30th, 2022
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Impactis Fund – Investable ESG Hedge Funds Strategies
Simple and “Easy-to-Understand” ESG hedge fund strategies

Event Driven

Long/Short Equity
Long/Short Credit

Global Macro

Activist

Energy Transition

Carbon Trading

Corporate
Engagement

Sustainable
Relative Value

Sustainable
Macro Trends

Multi Strategy
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Impactis Fund – Sustainability Insights
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Positive ESG and Sustainability sentiment in the Hedge Fund industry
Although Hedge Funds have been lagging behind traditional players in the implementation and adoption of
sustainability considerations, they are quickly catching up. With the interest for ESG-focused funds up +33%
compared to the first quarter 2021 , it is clear that how a Hedge Fund integrates ESG into the investment process
has become increasingly important.
Hedge Fund managers are leveraging on their unique features, such as the possibility to establish short positions
and drive change though a direct engagement with the management of a company. With the effects of climate
change becoming more and more evident, increasing regulatory interventions and shifts in consumer preferences,
the investment landscape is also full of alpha opportunities, and we expect the dispersion in returns to be high. In
this context, Hedge Funds are set to play a leading role for a more sustainable future.

Growing attention on
ESG framework when
evaluating Hedge Fund
investments

Source: Morgan Stanley Prime Brokerage Investor Surveys
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Impactis Fund – Carbon Insights
European Carbon Credit Market

California Carbon Credit Market

Carbon markets were relatively stable in the second quarter of 2022, being one of the few asset classes that didn’t correct amid
increased geopolitical and economic risks. After a volatile first quarter, when European Allowances reached an all-time high of
€98.49/tonne before plunging below €60/tonne, EU certificates traded with some swings in the €75-90/tonne range.
The European energy situation is becoming more and more serious as the winter period approaches, with storage capacity well
below the levels needed to face a potential full Russian shutdown. The Nordstream1 pipeline, the biggest single pipeline carrying
gas from Russia to Germany that has been suffering technical issues and is already operating at half capacity, will then be closed
for annual maintenance for a 10-day period. After that, many European governments are nervous about an extended halt. In this
context, Europe is struggles to assure enough coal inventories as an energy alternative to the Russian gas, which is supporting
EUA prices. Energy production though coal is twice more polluting in terms of CO2 emissions than gas and requires a higher
amount of carbon allowances to be accounted for in the equation.

Source: Bloomberg, Carbon Credits
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Impactis Fund – Carbon Insights
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As gas prices spike, the fuel becomes uncompetitive against coal for energy production. The dynamics is shown in the chart
above, which compares clean dark spread (the operating margin for coal-fired plants) and clean spark spread (the operating
margin for gas plants). The Clean Dark Spread is considered one of the main short-term drivers of carbon prices and a key feature
of the spreads is that they account for the cost of CO2 allowances.
As long as gas prices remain at these high levels, it is more convenient to use coal plants for power generation and buy carbon
emission allowances. This trend started back in September 2021 and, according to actual forward curves, it lasts until Q4 2025. The
consequence is that European utilities are using coal for energy generation at the highest rate over more than one year. Some
countries are even considering postponing the shutdown of coal-based plans in an attempt to reduce the Russian dependency,
which will increase demand for carbon allowances. To worsen the situation, Germany recently closed a 4GW nuclear facility and
France is handling unplanned nuclear outages, both factors increasing demand from thermal generation.

Source: ICE Futures
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Impactis Fund – Carbon Insights
EU-ETS Market participant breakdown and influence on price dynamics

Two important reports about the presence of speculation in the market have been recently released from the European Securities
Market Association (ESMA) and the European Central Bank (ECB). The key points are the followings:
✓ The so-called “switching” effect is identified as a more and more important factor in the ETS market. This effect related to the
replacement of one fuel to another with different polluting levels. Few studies focused on the market dynamics of trading
activities, finding a negligible impact of speculation
✓ The role of exchange-traded funds and other investment funds as ETS market participants is strengthening
✓ Investment funds overall constitute a limited share of outstanding open positions. Market share accounted to 0.7% in late 2021,
marginally up from 0.6% in 2020
“At present, tangible evidence of a strong increase in speculative activity related to potential changes in market structure appears
scarce.” ECB

Development of open positions by entity (%)

Source: ECB, ESMA, EMIR

Shares of open positions by financial subsector (%)
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Outlook
The outlook for the carbon asset class remains bullish but has deteriorated from the first quarter, with significant political risk as a
consequence of the Russian-Ukraine war. The outlook is supported by the following considerations:
✓ Regulatory support: the European Commission’s “Fit for 55” legislative package which support the EU-ETS as the EU’s major
decarbonisation tool. The EU carbon market is expected to tighten in the years ahead, with a reduction of EUA of 2.2% from 2021
through 2030 during the so-called phase 4 of the ETS, as shown in the figure. Further regulatory proposals might tighten the
market even further, as the scope of the European carbon market will expand and will cover additional sectors and as the free
allocations currently available for specific sectors will be waived.
✓ Sustained gas prices: as mentioned before, as long as gas prices remain at these high levels, it is more convenient to use coal
plants for power generation and buy carbon emission allowances. Based on these factors, analysts have increased carbon market
average price projections for 2024.
On the bearish side, market participants need to be wary of two factors:
✓ Recession fears and industrial demand destruction: investors expected allowance demand destruction from the industrial sector
as a consequence of high energy prices and weakening economic activity as the current geopolitical situation remains very fluid.
This scenario is however likely to be compensated by higher need of allowances stemming from more power generation through
higher emitting energy sources.
✓ Political risk: carbon market are inherently subject to high political risk. On the regulatory side, investors need to carefully monitor
the political agenda in EU and eventual pressures to exclude certain financial participants from the EU-ETS system. To us, it seems
unlikely, also considered that in the latest carbon market analysis, the European Securities Market Association (ESMA), didn’t find
any negative impact from market speculators on market dynamics. However, the possibility for physical carbon allowance limits
remains very real and need to be monitored.

24

AQUIS
Contact

AQUIS CAPITAL AG
Gartenstrasse 33
8002 Zürich
Tel: +41 44 521 69 02

Son Nguyen
nguyen@aquis-capital.com
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Disclaimer
This document was produced by AQUIS CAPITAL AG. for information purposes only. It should not be construed as an offer, but merely as an invitation for
the recipient to tender on an exclusive basis. It does not constitute an offer or a solicitation to conclude a financial transaction. Past investment
performance is no indication of future earnings. The securities, financial instruments, and transactions listed may be replaced at any time. AQUIS CAPITAL
AG provides no guarantee regarding its reliability and completeness, and cannot accept any liability for losses that might arise from its use. Components of
this product may contain a certain degree of complexity and a high level of risk. This product is intended only for investors who understand and accept the
associated risks. Investments in foreign currencies are subject to exchange rate fluctuations. Investments in emerging markets are subject to certain special
risks. Before selecting this product, investors should determine its suitability with regard to their particular circumstances and independently examine the
special risks (maximum loss, currency risk, etc.) and the legal, regulatory, credit, tax, and accounting consequences. Neither this document nor any copy
thereof may be sent to or taken into the United States or distributed in the United States or to any US persons. The same applies in any other jurisdiction
except where compliant with the applicable laws. This document may not be reproduced in part or in full without the written consent of AQUIS CAPITAL
AG.
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