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Part of the energy, infrastructure  
and commodities range

Investing in commodities
UCITS ETFs,  
an efficient portfolio diversifier



 

Commodities are largely driven by supply-demand 
factors that are not necessarily connected to the ones 
driving equities and fixed income markets. 

As a result, their returns tend to be less correlated to 
traditional asset classes, serving as a tool for portfolio 
diversification and could potentially reduce overall 
portfolio volatility and provide some inflation protection.

Commodities offer investors more than just 
diversification, including performance potential due 
in part to increasing demand and increasing costs of 
supply. The Consumer Price Index and the Wholesale 
Price Index are largely comprised of commodities, 
therefore an exposure to commodities can help act as a 
potential portfolio inflation hedge.

We present our range of UCITS compliant commodity 
exchange traded funds (ETFs) that track three different 
Bloomberg Commodity Indices. These allow investors 
to access commodity markets by tracking an index with 
a strong track record and in a fully transparent and cost 
effective way.

ETFs come with a number of advantages and offer a 
high level of investor protection.

ENERGY, INFRASTRUCTURE AND COMMODITIES 
PRODUCT RANGE

Commodities are vital in the creation of economic value 
globally. Previously, economic advancement came from 
finding cheaper sources. Now it increasingly comes from 
finding more efficient and cleaner ways. The pursuit 
of these new ways is creating opportunities, as well as 
challenges for the companies involved in the sourcing, 
mining or growing, processing, distributing and usage  
of commodities.

Our energy, infrastructure and commodities product 
range provides a wide variety of ways to access these 
investment opportunities.

For more information, 
visit: lgimetf.com

Reasons to invest
Lower correlation to traditional asset classes 

Proven tool for diversification

A potential inflation hedge

Tends to perform well during rising growth 

environment

Investing in commodities

Demand for commodity investing 
is increasing, particularly from 
investors looking for exposure to 
broad based commodities as part 
of a diversified strategy.
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Benefits of investing into commodities ETFs

They may be broadly classified into four sub-sectors:

The commodity opportunity

Commodities generally refers to raw materials essential 
for production/consumption of food, clothing, industry and 
infrastructure, such as oil, grains, metals and softs, or precious 
goods that have the ability to retain value over time.

SOFTS:

• Cotton

• Sugar

• Coffee

GRAINS & 
OILSEEDS:

• Corn

• Wheat

• Soy Bean

• Soybean Oil

PRECIOUS 
METALS:

• Gold

• Silver

BASE 
METALS:

• Aluminium

• Copper

• Zinc

• Nickel

• Crude Oil

• Gasoline

• Heating  
Oil

• Lean Hogs

• Live Cattle

• Natural  
Gas

AGRICULTURE ENERGY METALS LIVESTOCK

Long-term economic 
significance

Commodities are inherently tied to the business 
cycle due to their usage in industrial processes. 
Global economic growth is therefore a key 
driver of the prices of commodity futures.

Inflation hedging properties 

Commodities may offer a better hedge against 
inflation versus other assets because they are a 
direct input into price growth calculations. The 
broad basket often leads to supply-side shocks 
due to the significance of the energy sector.

Portfolio Diversification 

Commodities tend to exhibit limited correlation 
to traditional asset classes such as equities and 
fixed income. Inclusion can therefore harness 
diversification benefits and improve risk-
adjusted returns.

Cost transparency through  
a low-cost vehicle

Commodities exposure can be achieved 
through our range of UCITS ETFs. The funds 
are a low-cost solution where the total cost 
of investing (including transactions costs) is 
fully transparent.



Over the long term, commodities have shown limited 

correlation with other asset classes.1
In the short term, correlation between commodities and 

equities may be high which could be driven by macro 

events. However, the correlation may fall as the global 

economic condition improves.

What drives commodity 
markets?
Because commodities are real, physical assets, they tend 

to react to supply and demand factors in different ways 

than financial assets such as stocks and bonds.

Further, each commodity may exhibit different price 

behaviour when compared to another commodity. For 

instance, investment commodities such as gold are likely 

to be highly correlated to the market sentiment. Whereas, 

agricultural commodities are sensitive to weather condition 

and harvest cycles. As a result, a basket of commodities 

tends to have lower volatility than individual commodities 

due to the lower correlation between sub-sectors.

2019 Commodities

4

A proven tool for
diversification

1 Source: Bloomberg, LGIM as of close 28 February 2019. Correlations are based on the total return indices and calculated over the last 10 years. 
Indices representing the relevant markets are: World Equity: MSCI World Index, REITS: FTSE NAREIT All Equity REITS Total Return Index; US 
Bonds: Bloomberg Barclays US Agg Total Return Value Unhedged USD; Global HY: Bloomberg Barclays Global High Yield Total Return Index Value 
Unhedged; US Bonds: Bloomberg Barclays EM USD Aggregate Total Return Index Value Unhedged; US Dollar: The US Dollar Index; Commodities: 
Bloomberg Commodity Index Total Return.

Supply factors Demand factors

• Weather irregularity

• Production costs

• Public spending in 

consuming countries

• Geopolitical risk

• Infrastructure 

disruptions

• Inventory management

• Macroeconomic 

conditions

• Economic development

• Urbanisation

• Rising living standards
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No group of commodities constitutes more than 33% of the index and no single commodity constitutes more than 15%

The index is comprised of the 27 most liquid exchange-traded commodity futures

2019 Commodities

5

The Bloomberg Commodity Index (BCOM) is a widely 
tracked commodity index. 

It is a popular investor tool for measuring and 
representing the commodity futures market because it 
is long-only, invests generally in front-futures contracts, 
and contains the majority of the key commodity futures 
representative of global production and consumption.

Investors can gain access to commodities through an L&G ETF that tracks a transparent, 
fully rules-based, systematic strategy with a proven track record. 

Bloomberg  
Commodity Index

L&G ETF commodity offering

Selection methodology

Underlying index Key feature What it does? How does it differ 
from the benchmark?

BCOM Core benchmark with 
fixed weights between 22 
commodities as determined 
by Bloomberg

Tracks the commodity 
futures contract with the 
nearest expiry date as set 
out by Bloomberg

Designed to give core 
commodities exposure

BCOM 
Longer Dated

Core benchmark with 
fixed weights between 22 
commodities as determined 
by Bloomberg

Tracks the commodity 
futures contract whose 
expiry is deferred by three 
months as set out by 
Bloomberg

Designed to give core 
commodities exposure

BCOM 
Longer Dated 
ex Ag & Livestock

Core benchmark with fixed 
weights between each 
commodity excluding 
agriculture and livestock as 
determined by Bloomberg

Liquidity is a measure 
of the value placed by 
market participants on 
a commodity

Production data  
is a metric as to the 
import to the world 
economy

2/3
Liquidity

1/3
Production
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Product information: Index description:
Fund Name L&G All Commodities UCITS ETF

Benchmark
Bloomberg Commodity  
Index TR

Listings, ISIN and 
Tickers

USD IE00BF0BCP69 BCOM LN

GBP IE00BF0BCP69 BCOG LN

EUR DE000A2DQ7P3 ETLF GY

UCITS Compliant Yes

Domicile Ireland

TER (%) 0.15%

Base Currency USD

Replication Synthetic – unfunded swap backed by collateral

Distribution Reinvesting

Issuer Legal & General UCITS ETF Plc

Promoter Legal & General Investment Management Limited

Fund Name L&G Longer Dated All Commodities UCITS ETF

Benchmark
Bloomberg Commodity  
3 Month Forward Index TR

Listings, ISIN and 
Tickers

USD IE00B4WPHX27 COMF LN

EUR DE000A1CXBV8 ETL2 GY

CHF IE00B4WPHX27 COMF SW

UCITS Compliant Yes

Domicile Ireland

TER (%) 0.30%

Base Currency USD

Replication Synthetic – unfunded swap backed by collateral

Distribution Reinvesting

Issuer Legal & General UCITS ETF Plc

Promoter Legal & General Investment Management Limited

Fund Name L&G Longer Dated All Commodities  
ex-Agriculture and Livestock UCITS ETF

Benchmark
Bloomberg Commodity ex-Agriculture & Livestock  
15/30 Capped 3 Month Forward Index TR

Listings, ISIN and 
Tickers

USD IE00BYQJ1388 XAGS LN

GBP IE00BYQJ1388 XAGG LN

EUR DE000A2DQ7Q1 ETLE GY

UCITS Compliant Yes

Domicile Ireland

TER (%) 0.30%

Base Currency USD

Replication Synthetic – unfunded swap backed by collateral

Distribution Reinvesting

Issuer Legal & General UCITS ETF Plc

Promoter Legal & General Investment Management Limited

The Bloomberg Commodity Index TR provides broad-

based exposure to commodities as an asset class. 

The index is a forward index and reflects the returns 

on a fully collateralised investment that combines 

the returns of the Bloomberg Commodity Index with 

the returns on cash collateral invested in 13-week US 

Treasury Bills. 

With its low TER, the L&G All Commodities UCITS 

ETF provides the cheapest exposure on the market to 

the commodities asset class.

The Bloomberg Commodity 3 Month Forward Index 

TR provides broad based exposure to commodities 

as an asset class. 

The index is a forward index and reflects the returns 

on a fully collateralised investment that combines 

the returns of the Bloomberg Commodity 3 Month 

Forward Index with the returns on cash collateral 

invested in 13-week US Treasury Bills. 

The L&G Longer Dated All Commodities UCITS 

ETF is the only listed product providing this kind of 

exposure to the commodities asset class

The Bloomberg Commodity ex-Agriculture & 

Livestock 15/30 Capped 3 Month Forward Index TR 

provides broad based exposure to commodities as an 

asset class ex-agriculture and livestock. 

The index is a forward index and reflects the returns 

on a fully collateralised investment that combines the 

returns of the Bloomberg Commodity ex-Agriculture 

and Livestock 15/30 Capped 3 Month Forward Index 

with the returns on cash collateral invested in 13-

week US Treasury Bills. 

The L&G Longer Dated All Commodities ex-

Agriculture and Livestock UCITS ETF is the only 

listed product providing this kind of exposure to the 

commodities asset class



Bloomberg Commodity Index 3 Month Forward

Bloomberg Commodity Index 

Bloomberg Commodity ex-Agriculture & Livestock 15/30 Capped 3 Month Forward Index TR

S&P Goldman Sachs Commodity Index
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Simulated index performance over ten years 
Rebased to 100 = March 2009
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Index  
performance

ETFs Powered by 
Legal & General

Indices Cumulative return in USD
Volatility Sharpe 

Ratio1 year 3 years 5 years

Bloomberg Commodity Index -5.67% 11.10% -36.94% 12.38% -0.9337

Bloomberg Commodity Index 3 Month Forward -4.00% 17.21% -28.83% 11.43% -0.8157

Bloomberg Commodity ex-Agriculture & Livestock 15/30  
Capped 3 Month Forward Index TR*

1.45% 36.63% -23.27% 13.90% -0.5691

S&P Goldman Sachs Commodity Index -2.45% 23.61% -49.78% 19.32% -0.8088

Source: Bloomberg; all in USD; as at 28 Feb 2019.

All returns and volatilities are based on data in USD. Dates are from 2 March 2009 to 28 February 2019, unless otherwise stated. Sharpe ratios are 
based on 5 year annualised returns, 5 year annualised volatility and a risk free rate of 2.8% (average of US 5Yr rates over 1 year).

*For the period prior to 28 April 2017, the data shown for the Bloomberg Commodity ex-Agriculture & Livestock 15/30 Capped 3 Month Forward 
Index TR is derived from the published index values which are based on simulated back-tested data. Simulated past performance data does not 
represent actual performance and should not be interpreted as an indication of actual or future performance. Historical performance is not an 
indication of or a guide to future performance.

Learn more
To learn more about Commodities 

visit www.lgimetf.com



CONTACT US

For further information please contact us:

 0345 070 8684  fundsales@lgim.com  lgimetf.com

We record and monitor calls. Call charges will vary.

Important Information

The value of an investment and any income 
taken from it is not guaranteed and can go 
down as well as up, you may not get back 
the amount you originally invested. Past 
performance is no guarantee of future results.

The product discussed in this document is 
issued by Legal & General UCITS ETF Plc (The 
‘Issuer’), an open ended investment company 
with variable capital with segregated liability 
between its sub-funds and which is organised 
under the laws of Ireland as a public limited 
company. The Issuer has been authorised by 
the Central Bank of Ireland as a UCITS pursuant 
to the European Communities (Undertaking 
for Collective Investment in Transferable 
Securities) Regulations and is structured as an 
umbrella company with multiple sub-funds. 
Each sub-fund may issue different classes of 
shares (the “Shares”). The Shares discussed 
in this document represent the L&G ROBO 
Global® Robotics and Automation UCITS ETF 
(the “Fund”). Legal & General Investment 
Management Limited acts as promoter and 
distributor for the Fund.

The Information in this document (a) is for 
information purposes only and we are not 
soliciting any action based on it, and (b) is not 
a recommendation to buy or sell securities or 
pursue a particular investment strategy; and (c) 
is not investment, legal, regulatory or tax advice.

Any projections, estimates or forecasts 
included in the Information (a) shall not 
constitute a guarantee of future events, 
(b) may not consider or reflect all possible 
future events or conditions relevant to you 
(for example, market disruption events); 
and (c) may be based on assumptions or 
simplifications that may not be relevant to you. 

Although the Information contained in 
this document is believed to be correct 
as at the time of printing or publication, 
no assurance can be given to you that this 
document is complete or accurate in the light 
of information that may become available 
after its publication. The Information may not 
take into account any relevant events, facts 
or conditions that have occurred after the 
publication or printing of this document.

Any decision to invest should be based on the 
information contained in the prospectus and 
the Key Investor Information Document of the 
Issuer (or any supplements thereto) which 
includes, amongst other things, information 
on the risks associated with an investment in 
this Fund. These documents are available at  
www. lgimetf.com.

This document is only directed at investors 
resident in jurisdictions where this Fund is 
registered for sale. It is not an offer or invitation 
to persons outside of those jurisdictions. We 
reserve the right to reject any applications 
from outside of such jurisdictions.

Issued by Legal & General Investment 
Management Limited. Registered in England 
and Wales No. 02091894. Registered Office: 
One Coleman Street, London, EC2R 5AA. 
Authorised and regulated by the United 
Kingdom Financial Conduct Authority, 
No. 119272.

Important information for investors in Monaco

For United Arab Emirates  
(Excluding Dubai International Financial Centre and Abu Dhabi Global Market) residents only

The Funds may not be offered or sold, directly 
or indirectly, to the public in Monaco other 
than by a Monaco Bank or a duly authorized 
Monegasque intermediary acting as a 
professional institutional investor which has 
such knowledge and experience in financial 

and business matters as to be capable of 
evaluating the risks and merits of an investment 
in the Fund. Consequently, this slide deck 
may only be communicated to (i) banks, and 
(ii) portfolio management companies duly 
licensed by the “Commission de Contrôle des 

Activités Financières by virtue of Law n° 1.338, 
of September 7, 2007, and authorized under 
Law n° 1.144 of July 26, 1991. Such regulated 
intermediaries may in turn communicate this 
document to potential investors.

This presentation and the information contained 
herein, do not constitute, and is not intended 
to constitute, a public offer of securities in the 
United Arab Emirates and accordingly should 
not be construed as such. Shares in the Funds 
covered are only being offered to a limited 
number of exempt investors in the UAE who 
fall under one of the following categories of 
non-natural Qualified Investors: (1) an investor 
which is able to manage its investments on 
its own, namely: (a) the federal government, 
local governments, government entities and 

authorities or companies wholly-owned by 
any such entities; (b) international entities and 
organisations; or (c) a person licensed to carry 
out a commercial activity in the UAE, provided 
that investment is one of the objects of such 
person; or (2) an investor who is represented 
by an investment manager licensed by the 
SCA, (each a “non-natural Qualified Investor”).

The shares in the funds covered have not 
been approved by or licensed or registered 
with the UAE Central Bank, the Securities and 
Commodities Authority, the Dubai Financial 

Services Authority, the Financial Services 
Regulatory Authority or any other relevant 
licensing authorities or governmental agencies 
in the UAE (the “Authorities”). The Authorities 
assume no liability for any investment that 
the named addressee makes as a non-natural 
Qualified Investor. The presentation is for the 
use of the named addressee only and should 
not be given or shown to any other person 
(other than employees, agents or consultants 
in connection with the addressee’s 
consideration thereof).


