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Mandate

40 % $10 B

> 8 %
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Strategic $10 Billion ESG Portfolio Rebalancing for a Leading Middle

Eastern Sovereign Wealth Fund:

In response to the accelerating global energy transition, increasingly stringent ESG regulatory

frameworks, and mounting sovereign exposure to stranded asset risks, a top-tier Middle Eastern

sovereign wealth fund (AUM >$300B) engaged our advisory team to architect and execute a $10

billion portfolio transformation roadmap.

Primary Mandate:

Transition 40% of legacy capital allocations—primarily concentrated in high-emission upstream

energy equities, carbon-intensive commercial real estate, and aging industrial private equity—

into a forward-looking, ESG-compliant investment architecture. The rebalancing directive

emphasized the preservation of long-term yield (target IRR ≥8%), portfolio liquidity, and global

diversification across OECD and emerging markets.

WITH A 72% CARBON

INTENSITY

REDUCTION AND

OVER $10 B

TRANSITIONED INTO

CLIMATE - ALIGNED

ASSETS, THIS

TRANSFORMATION

NOW SETS THE

BENCHMARK FOR

SOVEREIGN ESG

LEADERSHIP IN

EMERGING MARKETS.

LEGACY CAPITAL

REALLOCATED

PORTFOLIO

TRANSFORMATION

TARGET IRR

MAINTAINED
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1. ESG Forensic Analysis and Asset Diagnostics

Conducted a granular ESG audit of over 200 portfolio positions using multi-source

integration of Bloomberg ESG Composite Ratings, MSCI ESG Intangibles, Sustainalytics, and

CDP climate disclosures.

Applied proprietary carbon-adjusted alpha scoring models to assess transition risk and

embedded emissions across asset classes.

Flagged 37% of holdings as "high-risk stranded exposure" under the IEA Net Zero 2050

scenario pathway.

2. Portfolio Reconstruction and Risk-Return Optimization

Designed a revised capital allocation model using a multi-factor optimization engine (CVAR

methodology with Monte Carlo simulations), targeting a post-rebalance Sharpe ratio >0.95

with volatility thresholds capped at 12%.

Reweighted asset classes to increase allocation to low-carbon growth sectors:

+22% allocation to green bonds (investment-grade, climate-aligned)

+16% exposure to ESG-screened REITs in sustainable urban infrastructure

+11% to thematic ESG ETFs focused on clean tech, circular economy, and biodiversity

+9% into climate-tech and resource-efficiency private equity funds

Project Scope and Execution:
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3. Regulatory and Standards Alignment

Ensured end-to-end compliance with UN Principles for Responsible Investment (PRI), IFRS

Sustainability Disclosure Standards (S1 & S2), the EU Taxonomy Regulation, and emerging

sovereign Net-Zero Investment Frameworks.

Integrated ESG due diligence checklists into the fund’s Strategic Asset Allocation (SAA) and

Investment Committee governance protocols

4. Advanced Simulation and Stakeholder Communication

Delivered an interactive, simulation-based presentation to the Investment Board featuring

dynamic stress-test dashboards, transition pathway analytics, and forward-looking climate

risk scenarios (NGFS-aligned).

Included sensitivity analysis across inflation, interest rate shifts, carbon pricing, and

geopolitical instability to stress-test resilience.

Project Scope and Execution:

We moved beyond static ESG reporting and

delivered live, NGFS-aligned climate

simulations that empowered the Investment

Board to visualize future risks — from carbon

pricing to geopolitical shocks — and make

proactive, evidence-backed portfolio decisions.
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Carbon Intensity Reduction: Achieved a 72% decrease in portfolio-weighted carbon

emissions (tCO₂e/$M invested), benchmarked against the GICS sector average.

ESG Score Enhancement: Improved aggregate ESG scoring by 38% (weighted average uplift

across all positions), placing the fund in the 85th percentile among global sovereign peers.

Financial Resilience: Maintained a forward 5-year Sharpe ratio of 0.96, with modeled

downside protection of -8% at 95% confidence level.

Reputational and Strategic Upside: Positioned the fund as a regional leader in sovereign ESG

stewardship, enhancing alignment with COP28 climate pledges and regional

decarbonization roadmaps.

Outcomes and Impact:



Fund Context, Mandate,
and Constraints
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Fund Profile:

Type: Sovereign Wealth Fund (SWF)

AUM: $280 Billion

Risk Appetite: Moderate to High (targeting 7–9% IRR)

Liquidity Needs: Quarterly rebalancing, with annual capital

deployment of $10–20 Billion

Geographic Bias: 55% MENA, 25% US, 15% EU, 5% Asia-Pacific

AUM

TARGET IRR

$280,000,000,000

7 % - 9 %

ANNUAL

CAPITAL

DEPLOYMENT

$10,000,000,000 - 
$20,000,000,000



Challenge Implication

1, Exposure to stranded fossil assets Financial and reputational risk

2. ESG compliance pressure (UN PRI, IFRS) Mandatory ESG disclosures in 2025+

3. Pressure to diversify outside GCC Need for Eurozone and US alignment

4. Poor ESG Ratings on legacy holdings
Weakens sovereign credit and green diplomacy

goals

5. Carbon-heavy real estate exposure Regulatory risk under CBAM, local green codes

Strategic Shift 06

35 %

72 %

IMPROVEMENT IN ESG PORTFOLIO RATING

REDUCTION IN PORTFOLIO CARBON

INTENSITY



ASSET

CLASS
ALLOCATION ESG SCORE

CARBON

INTENSITY
COMMENT

FOSSIL

ENERGY

EQUITIES

28 % 37 312

High exposure

to upstream Oil

& Gas

MENA REAL

ESTATE
22 % 45 170

Low LEED

Compliance,

HVAC

Inefficiencies

PRIVATE

EQUITY
15 % 41 190

Industrial &

Logistics PE

Funds

GLOBAL

SOVERIGN

BONDS

20 % 55 50

Balanced risk;

includes non-

ESG sovereigns

ESG ASSETS 5 % 81 45

Only recent

additions,

mostly ETFs

TECH +

CONSUMER

EQUITIES

10 % 62 92

High

performers but

no ESG screen

Portfolio Diagnostics –
Pre-Rebalance
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Carbon Intensity & ESG Ratings Snapshot



ESG Investment Policy
Design
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Key Screening Filters Implemented:

Negative Screen: Tobacco, firearms, thermal coal, arctic drilling,

deforestation-linked holdings

Positive Inclusion:

ESG Composite Rating ≥ AA

MSCI ESG Fund Ratings ≥ 7.5

Net-zero pledge signatories

Impact Weighting:

Prioritize renewable infra, circular economy funds, social housing

REITs

Carbon intensity score <100

Diversity & Governance Factor:

Board composition (gender/independent balance)

Executive incentive alignment with climate goals

ESG

ASSIGNED

AUM

$ 96,000,000,000



ASSET

CLASS
ALLOCATION % RATIONALE

Green Infrastructure

Funds
18 %

High IRR potential, global

deployment via

Brookfield, Macquarie

Sustainable REITs 15 %

Energy-efficient logistics

& commercial assets,

strong yields

ESG Equities

(Developed)
20 %

MSCI ESG World, iShares

SUSA ETF, strong

liquidity

Carbon-Neutral

Sovereign Bonds
22 %

Includes EU Green Bonds,

US Treasury ESG issues

Impact PE (Climate-

Tech, AgriTech)
15 %

High-risk, high-return

with strong UN SDG

alignment

Tactical Liquidity

(Cash/Gold)
10 %

FX, inflation hedge,

flexibility for downturns

Post-Rebalance
Strategic Allocation
( Asset Class Level )
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METRIC
PRE -

REBALANCE

POST

REBALANCE
CHANGE COMMENT

5-Year

Annualized

Return

7.4 % 7.3 % -0.1 %

Negligible drop,

stable risk-

adjusted yield

Annualized

Volatility (Std.

Dev.)

10.2 % 9.4 % ↓ 0.8%

Reduced due to

bond & ESG

fund allocation

Sharpe Ratio 0.89 % 0.91 % ↑ +0.02
Better risk-

adjusted return

Sortino Ratio 1.02 % 1.15 % ↑ +0.13

Improved

downside risk

profile

Risk-Return Modeling
& Portfolio Impact
Summary
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The portfolio redesign was stress-tested across multiple risk metrics to

preserve performance while aligning with ESG principles. Here's how the

rebalanced portfolio performed against key risk-return indicators using

Bloomberg-style data structures:

Portfolio Risk-Return Metrics: Pre vs Post Rebalance



METRIC
PRE -

REBALANCE

POST

REBALANCE
CHANGE COMMENT

Value-at-Risk

(99%, 1Y)
-$1.38 Billion -$1.12 Billion

↓ Risk

exposure

Stronger tail-

risk insulation

Carbon

Intensity Score
312 88 ↓ 72%

Major

decarbonizatio

n impact

Weighted ESG

Score

(Bloomberg)

61.4 82.6 ↑ 34.5%

Improved ESG

optics &

reputation

DSCR (yield

coverage)
1.32 1.28         ≈ Same

Stable income-

generating

capacity

Illiquid

Exposure
18 % 15 % ↓ 3%

Within liquidity

constraint
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Portfolio Risk-Return Metrics: Pre vs Post Rebalance



Scenario Simulation &
Stress Testing
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A. Climate Regulation Scenario – CBAM & Carbon

Pricing Shock

Simulated a 30% increase in carbon pricing in EU & US

Legacy portfolio would suffer a net -2.7% annual hit

Rebalanced portfolio impact: only -0.6%, with 85% hedged exposure

ESG bond and REITs shielded from regulatory volatility

B. Oil Shock Scenario – Brent > $120/barrel

Old portfolio would gain from oil equities, but also increase

volatility to 13.6%

New portfolio has less oil exposure but green infrastructure gains

from energy inflation

Real estate (REITs) shows strong rental yield hedging behavior

C. ESG Demand Surge Scenario

ESG ETF inflows modeled at 2x pace over 2 years

Rebalanced portfolio showed alpha advantage of +1.3% annually

Early positions in climate-tech and EU green bonds outperform



Framework /
Regulation

Fund Status
Rebalancing Action

Taken

UN PRI Partial Signatory
Applied exclusion screens and

disclosure improvements

TCFD Not aligned
Introduced scenario planning,

climate VaR

EU SFDR (Level 2) Not classified
Selected funds with Article 8 or 9

status

Net Zero Asset Owner Alliance Not aligned
Portfolio targeting 50%
emissions cut by 2030

IFRS Sustainability Preparing phase
Structured reporting on ESG

materiality and impact outcomes

ESG Compliance
Matrix
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In a simulated presentation to the sovereign wealth

fund board, the following highlights were

emphasized:

       Slide 1: ESG Mandate Imperative

Regulatory shifts, investor demands, and reputational risk make ESG

alignment non-negotiable

       Slide 2: Portfolio Exposure Map (Pre vs Post)

Carbon-heavy → Green-diversified

Real estate → Sustainable REITs

Energy → Infrastructure + CleanTech PE

       Slide 3: Risk Model Heatmap

Showcased risk-reward cluster movement toward low-volatility,

impact-efficient zones

       Slide 4: Return Profile Preservation

Yield maintained at 7.3%, liquidity cushion preserved, risk metrics

improved

Boardroom
Simulation – Final
Investment Proposal
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In a simulated presentation to the sovereign wealth

fund board, the following highlights were

emphasized:

       Slide 5: ESG Alpha Thesis

ESG outperformers (Brookfield Renewable, iShares ESGU) beating

benchmarks

Early-stage cleantech funds showing 20–30% CAGR under SDG

themes

       Slide 6: Climate Impact

Carbon intensity reduced by 72% (from 312 → 88 tCO2e/$M

revenue)

14% of portfolio now in direct climate-positive funds

       Slide 7: Long-Term Sovereign Value

Strengthens nation’s global ESG credibility

Attracts Western LPs and green capital

Reduces future risk of stranded assets
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Action Item Timeline Owner

Begin phased divestment of
legacy fossil equities

3–6 months Risk/Compliance

Initiate green REIT onboarding
(Hines, Prologis)

Immediate Real Assets Team

Allocate $1.5B to infrastructure
yieldcos

3 months Public Equities

Join Net Zero Asset Owner
Alliance

6 months Executive Board

Publish ESG investment policy
publicly

3 months Legal/ESG Office

Final
Recommendations

16

35 %

72 %

IMPROVEMENT IN ESG PORTFOLIO RATING

REDUCTION IN PORTFOLIO CARBON

INTENSITY



Contact
Us
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Phone

Email

Website

Address

+91 8171612763

Info@atlasegroup.com

www.atlasegroup.com

Two Horizon Centre,

Gurugram, Haryana

INDIA

ATLASE CAPITAL


