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January 2026 Monthly Performance Update 

WORLD CARBON FUND 

Investment Approach 

The World Carbon Fund invests globally into liquid, regulated, compliance carbon markets through a combination of physical and derivative             

instruments. The Fund seeks to deliver strong absolute returns that exhibit a low correlation to traditional asset classes. It employs two strategies  

within defined risk limits: a core strategy which seeks to generate returns from long-biased tactical allocations across multiple carbon markets; and 

alpha strategies which seek to extract value from market inefficiencies by deploying a range of arbitrage, short-term directional, relative value and 

carry strategies.  

The performance shown above reflects the returns for the institutional share class, Class I USD, net of fund expenses and management and performance fees of 1.50% and 15.0% respectively.  Class I shares 

were launched in July 2023 and prior to this date the returns shown are the actual net returns for Class A and B adjusted on a pro-forma basis to reflect the Class I fees.  Class I shares have a minimum        

investment amount of $5 million. Class P is available for smaller investments and the returns for this share class are detailed in the Important Information at the end of this document.  Past performance is not 

necessarily indicative of future results. 

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD ITD 

2020   -0.51% 8.92% -4.45% -6.29% 3.94% 1.87% 2.05% -0.16% -0.44% 2.55% 4.11% 11.28%   

2021 -11.35% 6.18% -1.00% 4.84% 1.86% 9.31% -1.11% 6.25% 16.75% 4.71% 6.40% 2.64% 52.60%   

2022 0.24% 0.09% 0.65% 2.90% 0.61% 1.41% -1.85% 5.31% -6.38% 5.47% -0.99% 1.71% 8.96%   

2023 1.72% 0.07% -0.58% -0.18% 0.03% 2.23% 4.95% 0.40% -1.09% 2.98% 0.06% 3.31% 14.60%   

2024 -1.40% -2.31% 4.58% 1.74% 3.01% 0.54% -1.66% 3.63% -4.56% 1.93% 0.27% 0.68% 6.22%   

2025 0.52% -1.59% -0.21% -6.14% 1.92% 2.53% 1.33% 2.23% 2.14% 3.06% -2.22% 4.40%  7.77%  

2026 -9.41%            -9.41% 119.89% 

Performance  Fund AUM: $541m 

The World Carbon Fund incurred a net loss of –9.41% in January. The   

market environment was overshadowed by heightened macro and      

geopolitical risks, which generated significant volatility across asset      

classes. Carbon markets were no exception and all 5 markets suffered 

significant falls due to the “risk-off” sentiment. This was only the second 

month in the last 6 years when all five carbon markets were down. The 

last instance taking place in September 2022 which was also a “risk off” 

month. The Core Strategy lost –7.48% gross, weighted to markets with the 

strongest fundamentals and most attractive price levels. Current          

positioning reflects high conviction tactical tilts according to Carbon Cap’s 

models which are forecasting multi-year deficits of varying degrees across 

all the carbon markets. The Alpha Strategies lost –1.82% gross,              

predominately from its RV strategy group, while the carry strategy pro-

duced a positive return. 

While recognising the challenges of shorter-term sentiment driven events, 

Carbon Cap continue to believe that our disciplined investment process 

adds substantial value over time and that the carbon market environment 

is the most attractive it has been in 6 years from a fundamental            

perspective. 

European carbon prices fell sharply in January as renewed trade-war and 

geopolitical risks reversed early-month gains. EUAs initially continued the 

positive momentum that was seen in December, with colder weather  

driving higher fossil power generation. However, the early rally in prices 

stalled mid-month when geopolitical headwinds resurfaced due to new 

concerns about tariffs on EU countries over their opposition to the US 

acquisition of Greenland. Even after tariff concerns eased, prices          

experienced additional selling pressure near month end when the Trump 

decision to select Kevin Warsh as the new head of the Federal Reserve 

injected significant market volatility with a number of asset classes such as 

gold, silver, oil and the US dollar seeing large moves.  

 

UK carbon prices generally moved in line with EUAs during January. A 

nearly 40% year-on-year surge in wind output displaced gas demand for 

power generation, which contributed to bearish sentiment in the market. 

RGGI market action continued December’s downward trend, declining 

significantly in January. The market initially rallied as storm Fern created 

severe weather conditions and drove a spike in power demand across 

northeastern states. However, this initial boost gave way to a slump in 

prices as participants looked past short-term demand and focused on the 

upcoming higher-supply Q1 auction. 

California carbon prices reversed December’s rally, falling sharply in    

January. The drop came after the much-anticipated release of the Initial 

Statement of Reasons (ISOR) on 13 January, kicking-off the final            

rulemaking process for the state’s cap-and-invest program. However,  

despite the bullish long-term implications of the ISOR, the release also 

included more information about how the regulator would treat           

Corporate Associated Groups (CAGs). In effect, the regulator is clamping 

down on entities who manage multiple accounts with access to physical 

CCAs and these entities will have to reduce their positions over the next 2 

years. In our view, prices fell due to the wider “risk-off” environment and 

these potential exposure reductions by financial entities. With prices now 

trading at a mere 1% above the Auction Reserve Price (ARP) floor, and a 

significant reduction in policy uncertainty due to the release of the ISOR, 

we believe that CCAs are currently highly attractive. 

New Zealand carbon prices fell in December as NZUs came under pressure 

from increased selling by the forestry sector. The sell-off coincided with 

the start of the 2026 Mandatory Emission Reporting Period (covering 2023

–2025), while broader uncertainty persisted as market participants      

continued to digest proposed amendments to the Climate Change       

Response Act that was introduced in November 2025. 

Investment Commentary 
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Investment Advisor Carbon Cap Management LLP 

Fund Structure Irish QIAIF 

Institutional “I” Share Class 1.5% Management fee 
15%  Performance fee 
$5 million minimum  

Private Client “P” Share Class  2% Management fee 
20% Performance fee 
$250,000 minimum  

Share Class Currencies USD, EUR & GBP 

Dealing Frequency Monthly Subscriptions/Redemptions 
(subject to minimum 60 days notice & 25% investor gate) 

Climate Impact SFDR Article 9 
20% of performance fees are committed to CO2 emission 
reduction activities  

Fund & Market Statistics 

Figure 5: WCF Prior 12 Months Gross Performance by Sub-Strategy 

Current Month Daily VaR Prior 12 Months Daily VaR 

Month End 2.07% N/A 

Month Average 2.01% 1.78% 

Month Maximum 2.14% 2.22% 

Month Minimum 1.82% 1.15% 

Figure 4: Fund VaR & Risk Statistics (97.5% confidence) Figure 3: WCF Prior 24 Months: Average Monthly VaR 

Figure 6: Carbon Markets Relative Performance Since Jan 2021 

The information in figures 1-6 above has been prepared by Carbon Cap and has not been independently verified.  The returns used in figure 1 are the pro-forma Class I (USD) returns show overleaf.  The data 
shown in figures 3 and 4 is parametric VaR using a 3-year look back to a 97.5% confidence level. The returns shown in figure 5 are gross returns that do not account for management and/or performance fees. 
Past performance is not necessarily indicative of future results. 

Prior 12 Months 
Inception to 

Date 

Annualised Return -2.9% 14.0% 

Annualised Volatility 13.5% 14.1% 

Sharpe Ratio -0.50 0.77 

Max Peak to Trough Drawdown -9.4% -11.3% 

Figure 1: Net Performance Statistics 

WCF S&P 500 
Global 

Bonds 

Bloomberg 

Commodity 

World Carbon Fund - -6% -12% -1%

S&P 500 Index -6% - 54% 36% 

Global Bond Index -12% 54% - 11% 

Bloomberg Commodity Index -1% 36% 11% - 

Figure 2: Correlations Since Inception 

Carbon Cap Management LLP T: +44 204 526 5480 E: investorinfo@carbon-cap.com W: carbon-cap.com 

Key Fund Terms 
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The performance data shown in this report relates to Class I USD Shares 

unless otherwise specified. Class I Shares have a minimum investment 

threshold of $5 million. The performance data in the below table reflects 

the returns from Class P USD Shares, net of fund expenses and manage-

ment & performance fees of 2% and 20% respectively. As Class P USD 

Shares were not launched until July 2023 the returns shown are modelled 

pro-forma returns calculated from the actual gross USD returns achieved 

since inception as calculated by the Administrator. Class P Shares have a 

minimum investment threshold of $250k and are available to investors 

who do not meet the minimum investment requirements of Class I.  

Past performance is not necessarily indicative of future results.  The value 

of investments and any income generated may go down as well as up and 

is not guaranteed. 

The information and opinions contained in this document are subject to 

verification and may be subject to amendment. No representation, war-

ranty, or undertaking, express or limited, is given as to the accuracy or 

completeness of the information or opinions herein. No liability is accept-

ed for the accuracy or completeness of any information or opinions. As 

such, no reliance may be placed for any purpose on the information and 

opinions contained in this document. The information contained in this 

document is strictly confidential. 

This document is not a solicitation or offer for sale of any securities or 

financial product. It is prepared and circulated for information purposes 

only to organisations and individuals that have so requested its receipt. 

Information in relation to making an investment into the World Carbon 

Fund is available upon request. 

The document is directed at persons who fall within the definition of 

‘professional clients’ or ‘eligible counterparties’ as defined in the rules of 

the Financial Conduct Authority (“FCA”) of the United Kingdom and Quali-

fied Eligible Persons in the US.  

The Fund is registered for sale in Spain, Italy, Germany, Sweden, Norway, 

Denmark, Finland, UK, France, Luxembourg, Switzerland, Cyprus, Nether-

lands, USA, Canada & Singapore. In relation to European Union countries 

not listed, investments into the Fund are only permitted following a re-

verse enquiry. The Fund has appointed Reyl & Cie Ltd, 62 rue du Rhône, 

1204 Geneva, Switzerland, as its Swiss Representative and Swiss Paying 

Agent. In Switzerland shares shall be distributed exclusively to qualified 

investors. The fund offering documents, articles of association and audited 

financial statements can be obtained free of charge from the Representa-

tive. In respect of shares distributed in Switzerland the place of perfor-

mance and jurisdiction is the registered office of the Representative. 

Carbon Cap Management LLP is an appointed representative of Thorn-

bridge Investment Management LLP (“Thornbridge”) which is authorised 

and regulated by the Financial Conduct Authority (“FCA”) in the United 

Kingdom and appears on the FCA register under no. 713859. Thornbridge 

is also registered as a Commodity Pool Operator with the Commodity Fu-

tures Trading Commission and a Member of the National Futures Associa-

tion under ID 0534444. Thornbridge is the Commodity Pool Operator of 

The World Carbon Fund. 

Source for all data, figures & charts: Carbon Cap based on data from EN-

TSO-E, ICE & Bloomberg data.  

 

Important Information 

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD ITD 

2020   -0.52% 8.42% -4.29% -6.32% 4.04% 1.74% 1.91% -0.20% -0.45% 2.39% 3.91% 10.30%   

2021 -11.40% 6.14% -1.05% 4.81% 1.92% 8.77% -1.09% 5.88% 15.98% 4.58% 6.43% 2.59% 49.95%   

2022 0.19% 0.05% 0.57% 2.70% 0.54% 1.30% -1.79% 4.99% -6.10% 5.13% -0.97% 1.59% 8.00%   

2023 1.58% 0.03% -0.59% -0.17% -0.02% 1.98% 4.64% 0.35% -0.98% 2.72% 0.02% 3.15% 13.32%   

2024 -1.45% -2.35% 4.53% 1.60% 2.80% 0.48% -1.61% 3.39% -4.34% 1.78% 0.23% 0.60% 5.43%   

2025 0.45% -1.61% -0.26% -6.19% 1.88% 2.49% 1.29% 2.24% 1.98%  2.86%  -2.13%  4.11% 6.88%  

2026 -9.45%            -9.45% 106.22% 

Class P Performance   

The performance data in the above table reflects the returns from Class P USD Shares, net of fund expenses and management & performance fees of 2% and 20% respectively. As Class P USD Shares were not 

launched until July 2023 the returns shown are modelled pro-forma returns calculated from the actual gross USD returns achieved since inception as calculated by the Administrator. Past performance is not 

necessarily indicative of future results. 


