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Performance Since Inception     

Outperforming long-only ESG Benchmarks by wide margin in a one of the most challenging environments in modern financial history

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2022 -1.07% 0.71% -0.77% -0.29% -0.99% -1.46% 0.70% 1.14% -2.82% 1.50%* -3.38%
2021 0.18% 0.18%
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Impactis Fund
Bloomberg Barclays 
MSCI Global Green 

Bond Index

MSCI WORLD ESG 
SCREENED NET Net 
Return USD Index

Return Last Month 1.50% 0.46% 6.50%
Return Last 3 months -0.24% -11.89% -7.86%
Return Last 1 year
Year-to-date Return -3.38% -26.98% -21.66%

Return during 2020
Return during 2021 0.18% -0.15% 4.12%
Return during 2022 -3.38% -26.98% -21.66%
Return -3.21% -27.08% -18.44%
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AQUISInvestable ESG Hedge Funds Strategy

1. Event Driven 2. Long/Short Equity
Long/Short Credit

Energy Transition

3. Global Macro 

Sustainable Relative 
Value 

Activist

Corporate 
Engagement

Multi Strategy

Simple and “easy-to-understand” ESG hedge fund strategies

Carbon Trading 

Sustainable Macro 
Trends
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AQUIS
Event driven managers focus on generating value from opportunities that arise around company specific events. This can be
merger arbitrage, company reorganization, spin-offs or special situations. The introduction of the ESG concept in the strategy
refers to the additional dimension that hedge fund managers consider in the inclusion style. In the case of event driven
strategies, the ESG integration dimension translates into two different approaches that we use in our manager selection
process: Activist and Corporate engagement.

Activist Corporate Engagement

ü Strategy to Drive Change in the Company 

ü Often change of Key Figures at Board Level 

ü Involvement at operation and strategy level from 
fund professionals more pronounced 

ü Collaborative dialogue between investors and 
management of the target company 

ü Achieving goals by network of professionals and not 
the operational management 

ü Benchmarking

Involvement in several arreas around sustainability and the development  of ESG 
analysis and integration of ESG Practices in operations 
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Different engagement levels with different opportunities

A crucial aspect in the strategy is the level of engagement the manager aims to achieve with the company, and this is clearly
depended on the style of the manager. In the case of Merger Arbitrage managers which focus on Hard Catalysts (Publicly announced
deals), the typical holding period is six months, and the opportunities to drive change might be less that a manager adopting a
blended approach. In the latter case, soft catalyst situations are also taken into account and the average holding period of the
securities varies from 3 months to 2 years, providing the manager more time to engage and influence.

Unforeseen 
Liabilities

Cost of Capital

Expenses

Revenues

Value Driver

ü Pricing of externalities (e.g. carbon in the United 
States)

ü Environmental/social tail risk
ü Stranded assets
ü Employee misconduct
ü Damage to reputation and brand
ü Fraud

ü Lower perceived risk to cash flows
ü Access to pro-social investors

ü Greater resource efficiency
ü Better employee productivity and retention

ü New products & services addressing environmental and 
social needs

ü Brand value and consumer loyalty
ü Employee and business partner productivity and cohesion
ü Better capita l allocation

Examples

Anytime

0-2 years

2-3+ years

3-5+ years

Potential Timeframe
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Concrete examples of initiatives that might be discussed are the alignment of executive compensation with
ESG performance, the promotion of Scope 1 & 2 emissions disclosures, the proposal of frameworks for an
adequate oversight of ESG risks or support in the implementation of science-based targets to meet the
objectives of the Paris Agreement.

Concrete Initiatives and Road Map for Corporate Engagement

Commit to Materiality Assessment

• Identify ESG issues most relevant to 
business and key stakeholders

• Provide road map to help companies
• Depening on resources, engage with a 

limited number of issuer to enhance 
effectiveness

• Definition of climate strategy

Willingness to Disclose

• Disclose flows from materiality 
assessment

• Pick most relevant framework based 
on company and resource availability: 
for example delivering SASB 
compliant sustainability reports

• Choose right KPIs and gap 
assessment

Alignment

• Promote science based targets
• Define a precise time frame for the 

reductions over a 3+, 5+ and 10+ 
years

• Align the company incentives and 
promote best practices

• Measure achievements

From ESG laggards to leaders
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Strategic Initiatives
ü Sum-of-the-Parts opportunities
ü M&A, JVs & Consolidation
ü Internal / external investment 

prioritization
ü Digital initiatives
ü Where appropriate explore strategic 

alternatives

Operational Improvement
ü Adjust incentives to promote 

shareholder friendly behavior
ü Margin benchmarking and 

efficiencies
ü Exiting underperforming segments
ü Talent acquisition + retention
ü IT Digital benchmarking

Capital Structure
ü Internal capital allocation analysis
ü Levered re-capitalization
ü Tax advantaged structures (MLPs. 

REITs)
ü Dividends and share repurchases

Environmental
Monitor and mitigate environmental risks 
including:
ü Practices reducing emissions & waste
ü Company's impact on water / air quality
ü Adoption of clean technologies where 

applicable

Social
Promote responsible social practices
ü Diversity initiatives (including cognitive 

diversity) at the Board & management 
level

ü Labor and hiring practices
ü Health, wellness and safety policies
ü Corporate social responsibility (CSR) 

policies

Governance
Influence Boards and management 
teams to ensure best practices around:
ü Board structure and independence
ü Board refreshment, pipeline
ü Compensation & management I board 

incentives
ü Audit & Financial controls

ESG Considerations combined with Corporate Engagement Drive Long term value appreciation 
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These are traditional Hedge Funds Long/Short strategies where ESG analysis and ESG risk ratings, developed internally or from
third-party data providers, are a key determinant for security selection. At the very minimum, hedge funds adopt a passive
screening approach, identifying the sectors and companies that are excluded from the investment universe. This process can
then be enhanced with a positive screening that enables managers to invest in companies that best align with a specific
sustainable theme. Most of these strategies involve short positions in so-called ESG laggards, the companies that are most
exposed to material ESG risks and those that are deemed to be behind competitors on key sustainability trends.

A fund that falls in this category might also adopt a combination of strategies that aim to identify outperforming companies
through the analysis of different ESG dimensions. All these strategies rely on a sound integration of ESG factors that materially
influence and contribute to the investment process. Traditionally, fundamental equities and credit long/short funds have been
associated with using ESG factors when considering the underlying investments.

Energy Transition Sustainable Relative Value

ü Willingness to improve energy efficiency across existing 
processes

ü Dependency on fossil fuels and scenario analysis 

ü Level of process innovation to minimize future emissions 
and use of CO2 offsets to manage unavoidable emissions

ü Similar Principles as for Energy Transition with the 
difference of broader mandate 

ü Pose equal or grater importance to the Social and 
Governance considerations 
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Sustainable Alpha Themes Long and Short

ENERGY TRANSITION RESOURCE EFFECIENCY EMPOWERMENT HEALTH & WELLNESS TECHNOLOGY FOR SUSTAINABILITY

ü Clean Energy

ü Energy
Consumption

ü Access To Food & 
Clean Water

ü Infrastructure

ü Agriculture

ü Education

ü Access To Information

ü Financial Inclusion

ü Entrepreneurship

ü Access To 
Healthcare

ü Healthcare 
Affordability

ü Good Health & Well 
Being

ü Privacy/Data Security

ü Interconnectedness

Strategy Value Proposition

ü Structural driven by long-term sustainability trends create winners and losers

ü Alpha can be generated in cases where the impact of these changes is incorrectly priced

ü The strategy allocates “long” to companies that are driving positive sustainable improvements and “short” to 

companies which see increased costs of capital due to their negative impact by sustainable trends or overpriced 

versus peers

ü Long/short equity and/or credit with fundamental, discretionary or systematic approach

ü Opportunities across the entire capital structure

ü Investment ideas sourced using internal ESG and SDG Framework
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Strategy 2 - The Energy Transition: How it fits together

Impactis  Strategy Insight 11

Commodities’ journey into Evs - we need non-sustainable commodities input for sustainable output

Source: Westbeck Capital
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Strategy 2 – Long/Short Equity & Credit – Energy Transition 1/2
Environmental Focus

The global transition to a lower carbon economy will affect a wide range of industries, creating investment opportunities as companies
strive to adapt. Companies across various sectors of the economy will face various challenges of maintaining profitability while
implementing strategies and initiatives to address climate change, creating market dislocations and mispricing. As a consequence, this
strategy allocates “long” to companies that are both driving positive sustainable improvements or that are expected to benefit from
these dislocations and might go “short” to companies which see increased costs of capital due to their negative impact by sustainable
trends.

Clean Energy Efficiency Driven Strategy Electric Vehicle Transition

Strategy to identify companies
focused on low-cost clean energy
and connectivity will outperform
companies focused on legacy fossil
fuel generation and services

Capital spending in the infrastructure
needed to enable the use of
renewables, smart buildings, electric
vehicles, and the industrial IoT
exceed USD 1 Trillion per year and is
now comparable to the capex
spending on all fossil fuel
infrastructure

Companies that are leading
efficiency gains are benefitting from
the transition to use less resources

Without efficiency gains global
temperature would already exceed
1.5 Celsius

Transportation industry is in the midst
of a significant transition from
internal combustion engine (ICE) to
EV and it will be disruptive to the
industry creating winners and loser

Cost of transition from ICE to EV
estimated at USD 21.6 Trillion through
2050
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• Emergence of deflationary forces
• Cyclical panel supply dynamics
• Ownership and installation trends
• Labor force consequences
• Community solar and energy finance

Solar

• Ancillary services concentration
• Offshore installation and cost 

reduction
• Turbine scale
• Basic material requirements

Wind

• Shift from ICE to EV,  market share 
evolution and implications

• Development of necessary charging 
infrastructure

• Production scaling
• Supply chain bottlenecks

Electric Vehicles

• Advanced carbon capture
• Standardization of removal markets
• Storage efficiency
• Improved utilization of CO2

Negative emission 
technology

• New accounting standards to include 
carbon and negative externalities

• Non-traditional capital structures
• Taxonomy strategies

Transition finance

• Resource stability
• Demand response integration
• Evolvement of energy and storage 

marketplaces
• ISO requirements

Power Grids

Additional themes and focus

13Impactis Strategy Insight 

Strategy 2 – Long/Short Equity & Credit – Energy Transition 2/2 



AQUIS

ü Target strategic assets with 
high returns on invested 
capital that generate 
sustainable and growing cash 
flow

ü Invest with conviction 
alongside management 
teams with the highest sense 
of integrity & ethics 

ü Back managers who strive to 
deliver long term shareholder 
value

ü Invest at a material discount 
to intrinsic value based on 
analyses of assets and future 
cash flows

ü Seek a high of safety 
supported by strong FCF 
yields, asset protection, and 
attractive ROICs

ü Look to accumulate positions 
in times of dislocation

ü Focusing on the long-term 
allows us to evaluate 
opportunities through a 
differentiated lens

ü A long-time horizon is a 
structural advantage which 
provides the time necessary 
to drive & implement positive 
change

ü Systemic change in ESG 
policies, linked to returns, are 
generated over along term 
time horizon

ü Hedge Funds selectively join 
Boards where they feel there is a 
unique opportunity to create 
outsized value and impact 

ü Use our extensive network to 
appoint people to Boards where 
appropriate

4

FURTHER ENGAGEMENT 
POSSIBILITIES

FOCUS ON LONG-TERM TIME 
HORIZON

3

MATERIAL DISCOUNT TO 
INTRINSIC VALUE

2

HIGH QUALITY BUSINESS

1

Funds that follow in this category follow the same principles described above, but instead of being tilted on the Environmental
dimension, they have a broader mandate and pose equal or greater importance to the Social and Governance considerations. An
example could be a fund that aims at detecting companies committing frauds and shorting them. More broadly, these are traditional
Long/Short strategies where ESG analysis and ESG risk ratings play a key role in security selection, allowing the fund manager to identify
securities that are mispriced on a relative basis or with respect to their peers.
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In contrast to previously described strategies, the inclusion of ESG relevant factors for global macro managers present some challenges
but the landscape is quickly evolving and offers attractive opportunities. While for so-called micro-assets such as equity and credit
single names the identification of ESG factors is more accurate, the inclusion of such consideration for index future, options,
commodities and ETFs is not straightforward. One of the key driver of ESG integration in this category is risk reduction, which at macro
level translates for instance into the analysis of specific long term thematic macro risks such as country social considerations or
changing global financial regulation. Funds in this category are exposed to at least one of the following thematic:

• Multi asset and a combination of top-down and bottom-up, discretionary or systematic approach, with an ESG integration overlay
(ESG scoring, fundamental analysis and/or active ownership)

• Innovative markets such as carbon emissions allowances (high carbon prices represent one of the main policy tools to foster
decarbonization)

• “Green assets” and innovative products: a new set of financial instruments with sustainability features is emerging. In the equity
space, managers can trade E-mini S&P 500 ESG futures on the CME Group, which are based on a filtered version of the S&P 500
Index according to ESG criteria. In the fixed income space, the “green bond” market is growing fast and offers investments linked
to sustainable development goals. In the structured product space, there is now the possibility through highly nichy products for
managers to get exposures to specific topics, such as reforestation or biodiversity.

Carbon Trading Sustainable Relative Trends

ü Key Role in reducing global greenhouse emissions cost 
effectively 

ü System is designed on the “cap and trade” principle 

ü Providing value to system 

ü Possibility for virtuous companies that reduce their 
emissions to keep their allowances for future emissions or 
to be able to sell them on the market

ü Exploit the inefficiencies in global markets presented in the 
mispricing of macro trends and changes relating to ESG 
trends

ü Clear ESG factors and their impact on final portfolio

ü Quickly adjustable portfolios 
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CLIMATE CHANGE
RESPONSE

WIDESPREAD
TECHNOLOGY ADOPTION

GLOBAL POLICY
EVOLUTION

EMERGING MARKET CUNSUMER 
DEMAND

KEY AREAS INVESTMENT THESIS

EU Commission seeking to increase energy efficiency of buildings to reduce GHG' emissions, which is 
projected to double the renovation rate

Urbanization and green transport support investment in global rail networks, driven by policy changes across 
regions

Cloud adoption is accelerating as companies become more comfortable migrating mission critical workloads 
from on-premise to cloud architectures

Companies no longer have to invest in infrastructure as they can rent applications, freeing IT budgets and 
increasing the total amount spent on software

Increasing use of electronic forms of payment present several decades of GOP revenue growth as penetration 
rates are still relatively low globally

2020-2021 may see a cyclical rebound in semiconductor demand, supported by the reopening of factories, 5G 
deployment and increase in auto production

Utilities companies transitioning away from fossil fuels towards alternative renewable energy sources, 
supported by policy changes, led by the EU

Cloud computing

Semis

Renewable power

Payments

Rail

Energy efficiency

Software

Themes Overview
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Digital Assets Clean digital assets focusing on blockchain technology without energy intensive sources and without typical 
cryptocurrencies drawdown 
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Green and Social Bonds 

Green bonds are fixed income securities issued by governments and corporates linked to specific climate-related or environmental
projects. They constitute an alternative to the traditional fixed income allocation and the space is headed to structural growth,
offering alpha opportunities to fund managers with the right skills. These types of bonds offer similar financial returns to traditional
counterparts, but also aims to generate a sustainable impact.

Thanks to the EU Action plan and SFDR Regulation, Europe acts as global market leader in the space, representing half of sustainable
bond issuance and with Euro remaining the reference currency. On a global scale, the pace of sustainable bond issuance has been solid
in 2021, with EUR780bn of issued as of mid-November (excl. US Municipals and US Mortgages), registering a 90% increase compared
to last year.

Evolution of Sustainable Bonds issuance and 2022 forecast 

Sustainable supply in EURbn 2019 2020 2021 F 2022

Corporate - Non-Financials 80 121 310 510

Corporate - Financials 64 70 126 190

Agency 39 99 115 150

Supra 16 67 115 120

Sovereign 22 38 98 155

Local Authorities 15 16 18 50

Grand total 237 411 782 1175

Source: Bloomberg, Crédit Agricole CIB. Data for 2021 as of 19 November
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Cap And Trade 
System 

Low Carbon Emissions High Carbon Emissions

Sales of excess units Purchase of additional units

International carbon markets are set to play a key role in reducing global greenhouse gas emissions cost-effectively. There is indeed
growing academic research suggesting that emissions should be priced to stimulate a reduction in emissions and to promote
investments towards innovative low-carbon technologies and alternative sources of energy.

One solution to price carbon emissions is through a ‘cap and trade’ system. With this approach, the overall volume of greenhouse
gases that can be emitted by specific industries is capped by a fixed number of emission allowances.
Generally, each allowance gives the holder the right to produce one tonne of carbon dioxide (CO2), or the equivalent amount of other
powerful greenhouse gases, nitrous oxide (N2O) and perfluorocarbons (PFCs).
Thus, a higher cost of a permit and allowances to produce CO2 provides an incentive to reduce carbon emissions.

Once this number is fixed, which is the attributes that provides value to the system, companies can purchase and sell emission
allowances depending on their necessity and emission levels at a price set by market participants. As the number of available
allowances is set to decrease over time, emitters will be forced to reduce their emission levels or will have to pay to obtain emission
allowances, which will happen at increasingly higher costs. After each year, a company must provide enough allowances to fully cover
its emissions, as otherwise it will be sanctioned. One of the key principles of the cap-and-trade system is the possibility for virtuous
companies that reduce their emissions to keep their allowances for future emissions or to be able to sell them on the market.
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The market environment and key participants
The number of emissions trading systems around the world is
increasing and the major carbon markets are large and liquid, and
their combined value increased by 20% in 2020 to around USD 230
billion.

Besides the EU emissions trading system (EU ETS), national or sub-
national systems are already operating or under development in
Canada, China, Japan, New Zealand, South Korea, Switzerland and
the United States. The current most used markets are: the EU
Emissions Trading Scheme (EU ETS), the Regional Greenhouse Gas
Initiative (RGGI) and the California Emissions Trading Scheme.

The EU Emissions Trading System (ETS) was launched in 2005 and
therefore is the world’s oldest emissions trading system. It
constitutes one of the key tools developed by the European
Commission to combat climate change and effectively reduce
greenhouse gas emissions.

Carbon credits that are exchanged within the ETS are called EU
Allowances (EUAs). As shown in the table below, the market for
EUAs and futures based on EUAs is the largest in terms of volume
and liquidity.

As for the various market participants, in addition to installations
legally obliged to use carbon credits, there are also banks, hedge
funds, pension funds, intermediaries (such as broker dealers) and
individual investors. The more mature carbon markets see most
trades executed through futures contracts on regulated
exchanges.

EUR 
192bn

EUR 
229bn

2019 2020

Global carbon market size

Source: WisdomTree

19Impactis Strategy Insight 

Strategy 3 – Global Macro – Carbon Trading 

EUR 
760bn

2021

Source: Refinitiv, January 2022

Refinitiv’s assessment of volume and value of the major carbon markets from 2019 to 2021 
Millions of tonnes (Mt), millions of euros*

*All non-European transactions are priced in local currencies, for the sake of consistency the values are converted into euros. The
units traded in the Regional Greenhouse Gas Initiative are short tons, which are 0.907 metric tonnes. For unit consistency, RGGI’s
total volume figures are converted to metric tonnes.
** Volume and value include spot, auctions and futures. Options positions are not included.
***Volume includes allowance units for pilot ETS, national ETS (for 2021), and CCER transactions. Value includes only allowances.



AQUIS
Key opportunities

• new and very niche asset class that offers a very low correlation to 
other asset classes

• strong case for higher carbon prices over the next decade. 
• carbon certificates are not fungible in another carbon markets and 

therefore there are no cross-arbitrage possibilities. 
• more ambitious 2030 climate target for Europe and further support 

for the system

In July 2021, the EU has implemented a target to reduce greenhouse 
gas emissions by 55% by 2030 from 1990 levels and become carbon 
neutral by 2050. According to the Commission estimates, if no further 
measures are implemented, emissions would be reduced by 40% by 
2030 and 60% by 2050 (relative to 1990 levels), which is not in line with 
the Paris Agreement. 

Likely incremental positive measures for the period 2021-2030:

• The overall supply of allowances will be reduced at a faster rate 
than prior to 2021

• The scope of the European carbon market will expand and will 
cover additional sectors

• The free allocations currently available for specific sectors will be 
waived

• A carbon border tax will be implemented to improve the efficacy of 
the system and avoid the creation of competitive disadvantages

• The number of carbon credits stored in reserve rather available to 
participants will increase

“Financial markets will only be able to
channel resources to activities that reduce
greenhouse gas emissions if an economy-
wide price on carbon is in place at a level
that reflects the true social cost of those
emissions."
US Commodity Futures Trading Commission

Carbon markets correlation to other asset classes

Correlation 
Matrix

EU
Carbon

CCA
Carbon

RGGI
Carbon

Global
Commodities

US
Reits

European
Equities

US
Equities

Global
Equities

Hedge
Funds

EU Carbon 1% 8% 27% 24% 32% 28% 30% 32%

CCA Carbon 22% 6% 19% 2% 16% 16% 11%

RGGI Carbon 12% 29% 19% 26% 28% 25%

Global 
Commodities 34% 44% 43% 48% 50%

US Reits 55% 78% 78% 62%

European 
Equities 65% 77% 82%
US Equities 97% 71%

Global Equities 82%

Source: Underlying Fund, 3 year correlation (Jan 2018 to Dec 2020)
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AQUIS CAPITAL AG

Gartenstrasse 33

8002 Zürich

Tel: +41 44 521 69 02

Son Nguyen

nguyen@aquis-capital.com

Contact
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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. The “do no significant harm” principle applies only to those investments underlying the financial product that consider the EU criteria
for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account
the EU criteria for environmentally sustainable economic activities.


