
Investment Team

John Wilson, MBA
Co-CEO, Managing Partner,
Senior Portfolio Manager

Ninepoint Carbon Credit
ETF
April 2022 Commentary

Portfolio Resilience in the Face of Market
Volatility and Climate Change

Positioning a portfolio to consider the impacts of market
volatility and climate change is critical. This April, the S&P
500 total return is down 6.6% while the average max
temperature in India is up more than 1°C compared to the
average max temperature in April between the years 1981 and 2010 .

The global carbon market has largely recovered from its March lows. EUA posted a 10.4% gain in the
month of April. Notably, on Apr 21, 2022, EUA prices reached their highest level in nearly eight
weeks - the Dec-22 contract rallied strongly to a peak of €89, the highest since Russia’s invasion of
Ukraine in late February – within days the market tumbled to as low as of €58 on March 6. The best
performing carbon market is the CCA, which posted a 5% gain between February and April.

In volatile periods like this, we are once again reminded to go back to the fundamentals – and this is
what the European Central Bank (ECB) just did. On Apr 26, 2022, the ECB published its analysis of
the EU emissions allowances trading. In the analysis, ECB addressed the key drivers behind the
strong increase in EUA prices over the last two years, and the potential role played by speculation.
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ECB  nds that speculation in EUA remains “limited and well below the levels seen during
earlier phases of the ETS”

According to ECB’s analysis, the strong price increase in EUA since 2021 is mainly driven by the
following three factors:

1. Weather Conditions: Energy demand rose sharply during the particularly cold weather in
Europe at the beginning of 2021. In the short term, higher demand for energy leads to increased
production and higher emissions, and thus translates directly into an increase in demand for
EUA.

2. Energy Prices: The recent high gas prices encouraged companies to switch to high carbon
emitting fuels such as coal and, as a result, increase demand for carbon credits.

3. Climate Policies: More aggressive EU-wide climate policies including “Fit for 55” and phase 4
of the EU ETS starting from 2021 further limit the amount of EUA supply available in the market.

Not surprisingly, the ECB also  nds speculation in EU emissions allowance prices remains “limited
and well below the levels seen during earlier phases of the ETS”, these  ndings are in line with the
latest ESMA report on the EU carbon market.

The below chart is a speculation index calculated by ECB. It is a measure of the weekly trading
volume over the open interest for futures contracts expiring in December, 2021 . As suggested from
the chart, the level of speculation (the blue line) remains fairly stable and is largely below the levels
seen at the early stage of the ETS market - Phase-1 from 2005 to 2007, and Phase-2 from 2008 to
2012.
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It is reported that US tech giant Net ix bought 1.5 million tons of carbon o set credits in 2021 . If
you have been doing research on carbon investing, you probably have heard of the term “carbon
o set credit” or “carbon o set” several times – What is carbon o set? What makes it di erent
from the (compliant) carbon credits market that Ninepoint Carbon Credit ETF invests in?

Unlike compliant carbon credits, which are generally “created and regulated” by the government,
carbon o sets are usually private  nancing projects that invest in forest preservation, renewable
energy or other similar projects that aim to reduce the amount of carbon in the atmosphere. Carbon
o sets can be veri ed under both voluntary and regulated schemes, with varying levels of
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veri cation requirements depending on the program – for example, in the California scheme, carbon
o sets are allowed to account for 4% of a company’s total compliance obligation, and at least 50%
of the o sets used for compliance must come projects that directly bene t California .

We view the carbon o set market as the wild west with opportunities – and risks. The project
geography, focus, scale and measurability all contribute to the quality of the carbon o sets, and, in
turn, determine the level of risks investors are taking by investing in these projects. Ninepoint
Carbon Credit ETF invests in publicly traded carbon credit futures globally. We believe that for a
new asset class like carbon, exposure to the public secondary market minimizes the non-systematic
risks in picking projects and provides better diversi cation bene ts through our global exposures.

Ultimately, whether it is carbon credits or carbon o sets, a robust carbon price will incentivise the
developments of more innovative- low carbon solutions. Taking a long-term view on the important
transition to a clean energy economy – as measured in decades, not years – carbon credits give
Canadian investors access to a global asset class expected to see exponential growth.

For more fundamentals about the carbon credit market, please visit:
https://www.ninepoint.com/funds/ninepoint-carbon-credit-etf/#resources

ETF.com: Carbon Credits Claw Back into The Green

Ninepoint Partners Co-CEO and managing partner, John Wilson, recently commented on the latest in
the carbon credit market on ETF.com. – “John remains bullish about the long-term prospects for the
market because of both the built-in reductions in new credit issuances meant to phase out emissions
entirely, and because Western governments now have a clear security reason to reduce their
reliance on Russia.”

Read more from ETF.com here: https://www.etf.com/sections/features-and-news/carbon-credits-
claw-back-green

NEO Spotlight: The Energy Transition in Transition

John Wilson and Eric Nuttall joined NEO for a discussion on the path to carbon neutral, the case for
energy and how investing in both the carbon credit and oil/gas sectors are compelling investments
that can make for a well-balanced portfolio with great outlooks.

See the replay here: https://www.youtube.com/watch?v=FEB1Oulsd0A

Why Ninepoint Carbon Credit ETF?

For an emerging asset class like carbon credit, volatility management is at the heart of our fund
strategy. At the moment, the Ninepoint Carbon Credit ETF invests equally in the four major ETS
markets globally with quarterly rebalancing. This strategy has demonstrated remarkable resilience in
the unprecedented recent carbon market volatility.

Reasons for investors to consider Ninepoint Carbon Credit ETF

Diversification - Balanced exposure to all carbon credit markets can help minimize single
jurisdiction risk by eliminating over-concentration to any single market, as recent market action
has demonstrated. Having a diversified underlying market portfolio is important for an emerging
asset class with volatile price patterns, like carbon credits.
Global Exposure – The fund provides investors with access to a US$851 billion global carbon
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credit market which has grown by 18x since 2017 . Compared to volume-weighted fund or funds
that invest in one single market, we believe that our equal-weighted fund strategy has a better
value proposition, over the long-term, given its overweight to the under-represented and rapidly
growing carbon credit trading markets.
Core Value - As a Canadian fund, by overweighting the North American market relative to its
total index weight, we are aligning our strategy with our values and our local community.
Easy Access - The fund is structured as an alternative mutual fund offering Series A, F, S, SF, Q,
QF, D on Fundserv and as an ETF series on the NEO Exchange (NEO:CBON / CBON.U).
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The Ninepoint Carbon Credit ETF is generally exposed to the following risks See the prospectus of the Fund

for a description of these risks Absence of an active market for ETF Series risk, cap and trade risk, collateral

risk, commodity risk, concentration risk, cybersecurity risk, derivatives risk, foreign currency risk, foreign

investment risk, Halted trading of ETF Series risk, in ation risk, interest rate risk, liquidity risk, market risk,

regulatory risk, securities lending, repurchase and reverse repurchase transactions risk, series risk,

substantial securityholder risk, tax risk, trading price of etf series risk.

Ninepoint Partners LP is the investment manager to the Ninepoint Funds (collectively, the “Funds”). Commissions,

trailing commissions, management fees, performance fees (if any), other charges and expenses all may be

associated with mutual fund investments. Please read the prospectus carefully before investing. Mutual funds are

not guaranteed, their values change frequently and past performance may not be repeated. The information

contained herein does not constitute an o er or solicitation by anyone in the United States or in any other

jurisdiction in which such an o er or solicitation is not authorized or to any person to whom it is unlawful to make

such an o er or solicitation. Prospective investors who are not resident in Canada should contact their  nancial

advisor to determine whether securities of the Fund may be lawfully sold in their jurisdiction.

The opinions, estimates and projections (“information”) contained within this report are solely those of Ninepoint

Partners LP and are subject to change without notice. Ninepoint Partners makes every e ort to ensure that the

information has been derived from sources believed to be reliable and accurate. However, Ninepoint Partners

assumes no responsibility for any losses or damages, whether direct or indirect, which arise out of the use of this

information. Ninepoint Partners is not under any obligation to update or keep current the information contained

herein. The information should not be regarded by recipients as a substitute for the exercise of their own

judgment. Please contact your own personal advisor on your particular circumstances. Views expressed regarding

a particular company, security, industry or market sector should not be considered an indication of trading intent

of any investment funds managed by Ninepoint Partners. Any reference to a particular company is for illustrative

purposes only and should not to be considered as investment advice or a recommendation to buy or sell nor

should it be considered as an indication of how the portfolio of any investment fund managed by Ninepoint

Partners is or will be invested. Ninepoint Partners LP and/or its a liates may collectively bene cially own/control

1% or more of any class of the equity securities of the issuers mentioned in this report. Ninepoint Partners LP

and/or its a liates may hold short position in any class of the equity securities of the issuers mentioned in this

report. During the preceding 12 months, Ninepoint Partners LP and/or its a liates may have received

remuneration other than normal course investment advisory or trade execution services from the issuers

mentioned in this report.

Ninepoint Partners LP: Toll Free: 1.866.299.9906. DEALER SERVICES: CIBC Mellon GSSC Record Keeping Services:

Toll Free: 1.877.358.0540


