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AQUIS Hedge Funds Solutions – December 2022 Comments 

General Market Overview 
 

In December, most major asset classes struggled, marking another eventful year. The tone for 

December was mostly bearish as the priority for most investors was to limit losses accumulated 

over the year. Market sentiments were mainly driven by global recession fears induced by weaker 

data points such as global central banks tightening path and the sudden China reopening plan. In 

China, the abrupt change in Covid policy caused growing concerns of reopening as the number of 

regional cases grew exponentially, forcing the country to interrupt the release of official data.  

Chart 1 - Performance of Global Financial Assets (USD terms) in 2022 and Q4

 

Source: Bloomberg Finance LP, Deutsche Bank 

Equity markets: Global equity indices declined in December, disregarding historical positive 

seasonality as the S&P 500 Index lost -5.9% in the worst December returns since 2018 and closing 

the year down more than -19%. The tech heavy Nasdaq 100 Index was down -32% for the year. 

Investors need to determine how many of these movements were due to fundamental reasons and 

instead how strong was the window dressing component. Over the month, all 11 sectors of the 

S&P500 declined, with Utilities that suffered the less, posting a loss of -0.77%, while Consumer 

Discretionary did the worst, declining -11.31% for the month. For 2022, Energy was the only positive 

sector, with a stellar gains of +59.04%, while Communication Services was the worst sector, being 

down -40.42%. 

Interest rates and Inflation: Market consensus indicates the Fed approaching the end of the hiking 

cycle, but questions remain about the strength of the labour market and stickiness of the inflation. 

Inflation, however, seems to have eased with the peak (the first at least) maybe behind us with a 

less than expected increase of U.S. Consumer Price Index by only 0.1% in November.  Positively, 

Europe fell back to single digits, as the ECB rhetoric turned noticeably hawkish. As the market 

anticipated, the Fed hiked interest rates by 50 bps to 4.5%. US Fed re-iterated the point that further 

rate hikes will be necessary to contrast the strong labour market. Further hawkishness came from 

both the ECB and – unexpectedly – from the BOJ, which contributed to equity and bond losses. 

Surprisingly, credit spreads remained mostly unchanged as volumes in both primary and secondary 
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markets lagged due to the holiday period. The US yield curve steepened, with the 2-year/10-year 

Treasury spread that closed the month at -56bps. 

Commodities markets were mixed for the month, as the Bloomberg Commodity Index was down -

2.8% (+13.8% for 2022) and Brent Crude Oil up 0.6% (+10.5% for 2022). Oil movements over the month 

resembled the general trends of the past year: prices dropped nearly $15 in the first few days of the 

month (being down as much as 13%) and trended higher in the second half, almost recovering the 

losses in choppy trading, supported by the loosening Chinese policies on Covid restrictions. Gas 

markets experienced another volatile month, driven by shifts in weather conditions in Europe. In 

the first half of the month, with a cold start of December, gas prices came under pressure, 

especially in the UK, as supply remained tight. Mid-month, weather conditions materially improved, 

and the Old Continent closed the year with abnormally high temperatures, pushing power prices 

to the lowest levels in more than a year, even before the start of the Russia-Ukraine war.  

Currencies: Across currency markets, a notable event in the month was the bold decision from the 

BOJ to widen the 10y government yield range allowance from +/- 20bps to +/-50bps. This change 

triggered significant volatility across global markets: Over the past decade Japan was a net 

exporter of capital, particularly towards the US, as rates were kept low through the Yield Curve 

Control mechanism. Japanese investors will be now rewarded more in the domestic market, and 

the Yen appreciated vs major currencies accordingly.  

Chart 2 - BOJ Historical Yield-Curve Control Bands and 10y Japan Govt Bond Price  

 

Source: Bloomberg  
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Atlas Global Fund – December +0.16% in USD, YTD 2022: +3.28% 

The Atlas Global Fund was slightly positive for the month, with a performance estimate of +0.16% 

in USD for Class A, being up YTD 2022 with +3.28%. For comparison reason, HFRX Global Index was 

down -0.06% in December and negative -4.41% YTD 2022. 

Performance was mixed across all hedge funds strategies with less return dispersion compared to 

previous months. In terms of sub-portfolios, Neutrality was slightly positive, Opportunity slightly 

detracted performance due to losses of some directional long/short equity, while Convexity 

delivered strong positive performance. From the hedge funds strategy point of view, Credit 

Long/Short and Event Driven Managers were positive. A mixed picture from Equity Long/Short and 

Global Macro exposures. 

Global Macro managers were the main contributing strategy for the month and of the year 2022. 

Our manager in the Global Macro commodity space delivered positive returns over the month, with 

gains coming from dynamic positioning across oil markets with a lot of switches and tactical trading 

rather than big directional positions. Positioning across power and gas markets also contributed to 

performance, as the manager was able to quickly react to the turnarounds in prices triggered by 

shifting weather conditions. Switching from long to short within a few days, allowing the manager 

to take advantage of the volatility in the commodity space. Our Global Macro manager with a cross-

asset focus on the commodity spectrum closed the month slightly up, after a nice intra-month 

recovery. The manager made profits from copper, iron ore, recycling and being short oil majors 

while suffering across in oil and LNG. They confirm to thrive in volatile times such as 2022, and is set 

for another strong year in 2023, thanks to its ability to trade frequently across different financial 

instruments and build positions in core views. The main portfolio contributor could benefit from 

the BOJ move, as the swings were beneficial to the book as they were short JGBs heading into the 

event. The manager actually shorted more as we feel that this is just the beginning of the move for 

the time being. Another discretionary macro manager also profited, being long the yen, and 

participated in the large currency rally.  The manager had very modest exposure to Japanese fixed 

income this year and were in a curve steepener coming into the day.  They did cover our long 

segment of the steepener, and were outright short positioned, as the belief that Japan has started 

a move towards normalizing their interest rate policies, and investors may see a halt in Yield Curve 

Controls (or at least loosening of other bands outside of the 10 year), possible quantitative 

tightening, and even the potential for a rate increase if inflation persists.  From a general point of 

view, the manager positions according to a structurally higher inflationary environment for the 

foreseeable future, with CBs activity that can create severe bouts of volatility around the theme 

and cause short term deflationary hits.  

Credit L/S managers were overall positive for the month. Our investment in the global credit L/S 

space was nicely up for the month, with gains from swap spread position as the spread between 

treasuries and SOFR swaps narrowed in the month and from interest rate trading as rates moved 

higher and the manager closed a long TIPS just before selloff in rates prior the end-of-year. The 

detractors were concentrated in two books and, in particular, two individual positions. The Fund 

lost in FX trading as the Yen retraced a significant part of the gains for the year in December. 

Another Credit L/S manager with a global reach was decisively up for the month, driven by positive 

alpha long positions in an overall flat credit environment. The manager took advantage of improved 

market conditions in Europe and benefitted from both the recently increased long book and by 

gains across a European credit management group and a property developer. The manager enters 
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the year with well positioned porfolio, with the shorts built on dislocated situations with highly 

priced low coupon bonds. 

Equity L/S managers were the main detractors for the month, as they suffered the broad based 

market weakness. The longer biased position underperformed the market and was the main 

portfolio dragger while our newly added manager in the European small and mid-cap space was 

slightly negative for the month, suffering from a number of positions on the long book that 

declined on no specific news or weak H1 2023 guidance. On the short side, the largest contributor 

was a Li-Ion Battery Manufacturer that continued to decline after disappointing results in 

November. Our Asian focused strategy was slightly negative for the month, while our position with 

a Japanese tilt posted solid gains, even if the manager didn’t expect the move from the BOJ.  They 

partially trimmed some more exporters, but already had decent positions in financials already and 

remains confident on the outlook. In their view, the language is still very much focused on 

accommodation, and the data would back that stance up. 

Impactis Fund – December -1.97% in USD, YTD 2022: -5.29% 
 

The Impactis Fund finished December with a negative performance estimate of -1.97% in USD, 

bringing the performance to YTD -5.29% in USD. 

Similar for Atlas, overall mixed picture with Long/Short Equity - Energy Transition on the negative 

side, while Event Driven / Corporate Engagement and Carbon delivered positively. 

The Long/Short Equity - Sustainable Relative Value strategy delivered mixed result. A manager 

remains focused on actively adjusting exposures, utilizing hedging tools to manage tail risk, and 

carefully managing factor tilts. The funds today continue to uphold defensive positioning head into 

Q4 earnings season. Short positions were the largest contributor to returns, including short 

exposure to ESG Risk names (companies with poor ESG practices that are exposed to incremental 

risks) such as Tesla, Carnival Corp., and Extra Space Storage. The managers stress how they feel 

confident about ESG investment theme “need and use of energy” and about the decarbonization 

sector, which is on the tailwind of the current energy crisis and recently approved US Inflation 

Reduction Act directing significant investments in the space. 

The worst performing manager was a discretionary manager in the global fundamental Long/Short 

Equity / Energy Transition field, targets sectors related to the sustainability energy transition such 

as renewable energy (bio energy, alternative forms of energy, solar, wind) and energy technologies 

(storage and energy tech efficiency). 

The position active in the global Carbon Credit markets was positive for the month among mixed 

global results. Emissions market remained volatile in December, with the EUA prices that traded in 

the 80-90 Eur/t. bandwidth. The two US reference markets (RGGI and CCA) were positive for the 

month, while the EU, UK and New Zealand suffered. In Europe in particular, the asset class was 

impacted by the unusually high temperatures, which required less than anticipated fossil fuel use 

and, by consequence, carbon offsets. The EUA dropped -4.8%, followed by the -4.2% of the UK 

market. The Fund positive performance was once more supported by the tactical part of the book, 

rather than the directional one, which suffered losses in EU and New Zealand while gaining in the 

US. We maintain high conviction in the strategy as the PM demonstrated capital protection abilities 

in volatile times for the carbon asset class and was able to deliver positive returns in a challenging 

market environment. The opportunity set remains compelling, as new carbon markets are being 

implemented, with the need for price discovery strategies for which the Fund is well equipped. 


