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As investor concern rises due to portfolio allocations that are over-
concentrated in a small number of large technology names, July has 
seen a renewed interest in small caps. The Russell 2000 has been 
one of the more notable beneficiaries in the market as investors 
are spreading their exposure profile. Readers are aware that we have 
constructed a market tracking index that is benchmarked to one of 
the Russell 2000 ETFs (the BlackRock iShares R2K ETF, ticker IWM).

We construct our tracking index using a top-down approach which
incorporates alternative macroeconomic, geospatial and climate 
data only, and we do not perform bottom-up discretionary analysis
on the balance sheets tied to individual equities. We then use 1 
month lagged data to build forward looking indices; ie, June 
empirical data is used to project July prices. While new and only 'live' 
this year, our track record in capturing forward behavior of 
the IWM ETF has been strong, and July is no exception. Following 
June where IWM traded in the low 200 range, the AlphaGeo index 
projected a sharp increase for July, which has so far been 
confirmed. As of the writing of this report, IWM is trading at 220.

Again, our model feature selection process continues to emphasize 
factors including commodity, weather and macroeconomic variables. 
Specifically, energy prices, metals and fiber were identified as key 
performance drivers. Our tracking index selects predominantly data 
points with p-values below 0.05 and a mean absolute percentage 
error which is between 5-6%, exhibiting generally low correlations.

Please reach out to AlphaGeo to discuss our GeoSense market 
intelligence reports and other data analytics and products.

GeoSense's Russell 2000 Market Tracking Index
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AlphaGeo continues to highlight where and how capital can be 
opportunistically deployed, using the global energy transition as 
a primary thematic market catalyst. To capitalize on a once in a 
generation investable opportunity, our proprietary Industrial 
Renaissance Tracker (IRT) was developed to guide investors by:

The Industrial Renaissance Tracker (IRT)

(a) following announcements and capital 
flows resulting from legislation or innovation tied to 
the energy transition,

(b) identifying the locations that are poised to benefit 
and appreciate from these emerging economic 
opportunities, 

(c) correlating these geographies to AlphaGeo's 
proprietary spatial index of risk and resilience 
indicators, and

(d) mapping assets and companies that are most likely 
to be the winners from this confluence of sustainability 
drivers.

Readers can view the IRT portfolio as a "hypothetical ETF" 
which uses the AlphaGeo investment process to help 
identify geographically-referenced signals that map to the 
names that will be leading this transition. Past reports have 
looked at this portfolio through an equal weighted lens; in July 
we add a weighting scheme which will allow us to identify and 
manage assets through an active approach. The new weighting 
scheme that we are experimenting with is shown below:
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The Industrial Renaissance Tracker (IRT)

Through the end of June 2024, we can see that recent performance 
(3-month, YTD and 1-year) all demonstrate favorable results as 
represented by share price appreciation. The IRT indices under all 
scenarios outperform when compared to our selected benchmark 
– for consistency we selected the BlackRock iShares Russell 2000 
ETF (ticker: IWM). As discussed earlier, the Russell 2000 has 
demonstrated very strong results in July, so it will be important 
to monitor the behavior of the IRT during periods of market 
volatility.

The primary driver for asset selection is connected to 
companies that appear on The White House cohort 
identifying recipients of funding related to the Inflation 
Reduction Act (IRA). As additional sources of federal, state and 
local funding begin to publish results, these will expand the 
coverage universe. The only criterion is that funding must be 
related to the broader energy and economic transition factors 
that are part of the IRA legislation.
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We have expanded the IRT to more 
closely match the mandates of 
active managers by including three 
weighting schemes for 
comparison:

1. Equal Weight
2. Invested Capital-Weighted
3. Frequency-Weighted

Please see our recent post which 
describes the work we have done 
regarding weighting schemes and 
portfolio rebalancing.

https://www.linkedin.com/pulse/industrial-renaissance-tracker-irt-weighting-strategies-location-39yvc/?trackingId=pdXYnKDPQKiRLmLDAoMokg%3D%3D
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Dr Parag Khanna
Founder & CEO

GEOGRAPHY and MACROECONOMICS​

Scenario-planning and strategy advisor to major financial 
institutions and governments. Bestselling author of 
Connectography and Financial Times Book of the Year MOVE on 
human geography and climate migration. Young Global Leader of 
the World Economic Forum. PhD from the London School of 
Economics.

Chris Marlin
Chairman of the Board

REAL ESTATE and GOVERNANCE

Formerly Founding President of Lennar International (NYSE:LEN) 
and responsible for over $12b in real estate transactions; significant 
cross-border real estate fundraising/transaction track record. 
Former global head of strategy/business ops for CNN 
Worldwide. Director, The United States Atlantic Council. Former 
World Economic Forum Future Council on Cities; assisted Forum in 
founding Centre for Urban Transformation.

DATA SCIENCE and CLIMATE MODELING

PhD Researcher at the Singapore-ETH Center Future Cities Lab. 
Expert in urban data mining and analytics with academic 
publications in scientific journals on geospatial data and generative 
AI.

Abraham Wu
Chief Technology Officer

GEOPHYSICS and SPATIAL FINANCE

More than 20 years leadership in climate, data science 
and investment management. Formerly the Chief Science Officer 
and Chief Data Scientist at hedge fund Engine No. 1, portfolio 
investment strategist at Point72, science advisor to the MIT Media 
Lab, and Head of AI & Data Science at IBM/The Weather Channel 
and Syngenta.

Dr. Michael Ferrari
Chief Scientific & Chief Investment Officer

Our global team of seasoned professionals spans 
the US and Asia – and we plan to hire more data 
scientists, product managers and sales executives 
in the months ahead.

TECH and PRODUCT MANAGEMENT

Former Vice President of Hedge Fund Research and PMO to the 
Chief Data Office at Preqin, a leading data platform for 
alternative investors, with expertise in SaaS, client relations, 
process automation, program management, data management 
and compliance.

Mark Langan
Chief Operating Officer

Our Team

July 2024
Volume 1, Issue 5



8

Disclaimers and Disclosures

This material, which may be considered advertising, is for general information purposes only and is not intended to provide legal,  tax, accounting, investment, 
financial or other professional advice on any matter. Past performance is not indicative of future performance.  This material has been provided for 
information purposes only to professionals and institutions.  The provision of this material and/or reference to specific assets, commodities, funds, securities, 
sectors, or markets does not constitute investment advice, or a recommendation to buy or sell any security, or an offer of any regulated financial 
activity.  Investors must consider the investment risks, objectives, investment horizon and associated investment parameters of any investment carefully 
before investing.  Opinions, estimates, forecasts, projections and statements of financial and/or market trends are based on market conditions at the date of 
the publication, constitute the judgment of the authors, and are subject to change.  There can be no guarantee that information contained as part of a market 
outlook will be met.  Investing in publicly traded securities, assets and/or funds involves risk, including the possible loss of principal.  Shares of any asset, 
exchange-traded fund (ETF) or other investment vehicle are bought and sold at market price may trade at a discount.  Brokerage commissions will reduce 
returns.  Hypothetical portfolios are constructed with monthly rebalancing and reinvestment of dividend parameters.  This material may not be 
comprehensive or up to date and there is no undertaking as to the accuracy, timeliness, completeness or fitness for a particular purpose of information 
given. AlphaGeo (and related entities) will not be responsible for updating any information contained within this material and opinions and information 
contained herein are subject to change without notice. AlphaGeo, Climate Alpha, and related entities, assume no direct or consequential liability for any 
errors in or reliance upon this material.  We have not and do not intend to provide this information to or otherwise solicit individual (a/k/a retail) 
investors.  This material does not constitute a recommendation or advice by AlphaGeo, Climate Alpha, or any related entities, of any kind. You should discuss 
this material with appropriate advisors in the context of your circumstances before acting in any manner on this material or agreeing to use any of the 
referenced products or services and make your own independent assessment (based on such advice) as to whether the referenced products or services are 
appropriate or suitable for you.
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Invest in Resilience

Contact us
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http://www.climatealpha.ai
mailto:info@climatealpha.ai
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