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For professional clients only. Not to be distributed to retail clients. Capital at risk.
This is a marketing communication. Please refer to the prospectus of the fund and to the key
investor information document before making any final investment decisions.

Investing in
commodities
Investing in a UCITS commodity
ETF can help efficiently diversify
portfolios, protect against inflation,
and contribute to growth

Part of the energy, infrastructure and commodities range
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Investing in commodities
Diversification is at the heart of modern portfolio construction, but it means more than
allocating across different parts of the equity and bond markets. Rather, to embed
diversification within a portfolio we believe it is necessary to include other assets whose
performance will be driven by different and uncorrelated factors.
It is this need for genuine diversification that can make
commodities a valuable component of investment
portfolios. In our view, however, it is important that this
exposure be broad-based rather than through single
commodities such as oil or gold.
UCITS commodity exchange-traded funds (ETFs) make this
possible in a liquid and transparent manner by investing in
commodity futures. Commodity futures have been traded
for more than 150 years, originally as a means for farmers
to hedge against price volatility. Today, commodity futures
allow investors to gain efficient exposure to a spectrum of
assets including precious and industrial metals, agricultural
produce, and oil and gas.

Portfolio diversification
Commodities have historically exhibited low correlations to
other asset classes, as illustrated on page six. By
incorporating commodities into portfolios, investors can
therefore improve their risk-adjusted performance as the
combination of less-correlated assets offers the potential
to reduce the portfolio’s overall volatility and make returns
more consistent.
Moreover, there are good reasons to expect these
diversification benefits to persist in the future.
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Commodities are subject to different return factors from
other assets, notably the specific supply-and-demand
dynamics for each individual commodity. This means that
in aggregate, commodities are more likely to be driven by
fundamental macroeconomic conditions, whereas other
financial assets are more influenced by sentiment.
Individual commodities, however, can be subject to more
idiosyncratic risks – particularly shocks to their supplyand-demand dynamics – so investing via a broad basket
of commodities can help to lower a portfolio’s volatility.

Inflation protection
Commodities have offered a time-tested hedge against
inflation, historically performing well in periods when
consumer prices have been rising.
Again, though, it is worth examining why this is likely to
continue to be the case in the future. Part of the
explanation is simply that commodities – both agricultural
and energy – are an important component of inflation
calculations, so if inflation is rising it is likely to be at least
partially because commodities are becoming more
expensive. From a portfolio perspective, this can be
advantageous because other assets such as equities and
bonds can struggle in an inflationary environment.
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It should also be remembered that not every individual
commodity will be positively correlated with inflation:
higher energy prices because of a cold winter may coincide
with lower agricultural prices because of a strong harvest.
A diversified basket of commodities may therefore help
mitigate this volatility of individual natural resources.

Return potential
For investors seeking to enhance the allocation to growth
assets in their portfolio, commodities can offer exposure
to long-term positive demographic trends. As the world’s
population not only expands but becomes wealthier,
demand for natural resources – oil for transport, gas for
electricity, cotton for clothes, wheat and livestock for
food, and metals for the construction of infrastructure to
name just a few – is similarly likely to increase.

For investors, we
believe the core
reasons for allocating
to commodities are:
• Portfolio diversification
• Inflation protection
• Return potential

For more tactical allocations, commodities are inherently
linked to the business cycle due to their use in industrial
processes. Global economic growth is therefore a key
driver of the prices of commodity futures, meaning they
can be used to express shorter-term conviction in
economic trends as well as for longer-term strategic
exposure.
Once more, a diversified basket of commodities can help
insulate portfolios from adverse supply or demand
surprises in any individual resource; while demand for
commodities overall should rise as the global population
increases, over shorter periods single commodities can
be volatile.
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The commodity
opportunity
Commodities generally refer to raw materials essential for the
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.
They may be broadly classified into four sub-sectors:

Agriculture

Softs
• Cotton

Grains &
oilseeds:

• Sugar

• Corn

• Coffee

• Wheat
• Soybean
• Soybean Oil

Energy
• Crude Oil
• Gasoline
• Heating Oil
• Natural Gas
• Gasoil

Metals

Base
metals:

Precious
metals:

• Aluminium • Gold
• Copper

• Silver

• Zinc
• Nickel

• Soybean Meal

Why invest in a diversified index of
commodity futures?
As explained, individual commodities may be volatile over shorter timeframes but we
believe a diversified basket of commodities can mitigate this. Investment commodities
such as gold, for example, are likely to be more correlated to the market sentiment, whereas
agricultural goods are more sensitive to weather conditions and harvest cycles. As a result,
a diversified commodity index tends to exhibit less volatility than individual commodities on
their own due to the lower correlation between commodity sub-sectors.
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Livestock
• Lean Hogs
• Live Cattle
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Investing through a
diversified commodity
index has two other
potential benefits:
•

Purity of exposure: unlike investing in
natural resources through the shares of
listed commodity producers, commodity
futures are less subject to general equity
market risk and the operational risk
inherent in miners and energy stocks.

•

Continuous, rules-based exposure: an
index of commodity futures offers
investors ongoing exposure to the
underlying commodities in proportion to
their index weight.
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A proven tool for
diversification
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.
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US Dollar

EM Bonds

Global HY

US Bonds

REITs

World
Equity

US Equity

Commodities

-33.6%

13.5%

30.9%

-11.5%

16.7%

39.1%

26.6%

US Equity

-8.0%

17.4%

27.3%

-28.8%

70.6%

89.6%

World Equity

-24.9%

27.0%

48.6%

-24.9%

59.3%

REITs

-11.3%

12.0%

15.7%

-11.3%

US Bonds

-17.5%

27.5%

10.0%

Global HY

-34.7%

68.3%

EM Bonds

-13.2%

Source: Bloomberg, LGIM as of close 31-May-2021. Correlations are based on the total return indices and calculated over the last 20 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.

Past performance is not a guide to the future. 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.
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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.

Supply
factors

• Weather irregularity
• Production costs
• Public spending in
consuming countries
• Geopolitical risk
• Infrastructure
disruptions

Demand
factors

• Macroeconomic
conditions
• Economic
development
• Urbanisation
• Rising living
standards

• Inventory
management
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Bloomberg
Commodity Index
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.

Selection methodology
The index is comprised of the 23 most liquid exchangetraded commodity futures

2/3
Liquidity

1/3
Production

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

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

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

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.
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L&G ETF commodity offering
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.
Underlying index

Key feature

What does it do?

How does it differ from
the benchmark?

Bloomberg Commodity
Index TR

Core benchmark with fixed
weights between 23 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

Bloomberg Commodity
3 Month Forward
Index TR

Core benchmark with fixed
weights between 23 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

Barclays Backwardation
Tilt Multi-Strategy
Capped Total Return
Index

Multi-factor based solution that
allows for varying the weights
of each commodity away from
BCOM weights

Tracks the commodity
futures contract whose
expiry date is dynamically
determined according to
a factor specific to the
commodity, and tilts
its weight

An enhanced solution
that aims to provide
optimised exposure to the
commodities asset class
whilst aiming to reduce
drawdowns in order to
extract superior returns
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Product information
L&G All Commodities UCITS ETF
Benchmark
Listings, ISIN
and Tickers

The Bloomberg Commodity Index TR provides broad-based
exposure to commodities as an asset class.

Bloomberg Commodity
Index TR
USD

IE00BF0BCP69

BCOM LN

EUR

IE00BF0BCP69

ETLF GY

GBp

IE00BF0BCP69

BCOG LN

UCITS Compliant

Yes

Domicile

Ireland

TER (%)

0.15%

Base Currency

USD

Replication

Synthetic – unfunded swap backed by collateral

Issuer

Legal & General UCITS ETF Plc

Promoter

Legal & General Investment Management Limited

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 (as at June 2021).

L&G Longer Dated All Commodities UCITS ETF
Benchmark

Listings, ISIN
and Tickers

Bloomberg Commodity
3 Month Forward Index TR
USD

IE00B4WPHX27

COMF LN

EUR

IE00B4WPHX27

ETL2 GY

EUR

IE00B4WPHX27

COMF IM

GBp

IE00B4WPHX27

CMFP LN

UCITS Compliant

Yes

Domicile

Ireland

TER (%)

0.30%

Base Currency

USD

Replication

Synthetic – unfunded swap backed by collateral

Issuer

Legal & General UCITS ETF Plc

Promoter

Legal & General Investment Management Limited

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 (as at June 2021).

L&G Multi-Strategy Enhanced Commodities UCITS ETF
Benchmark

Listings, ISIN
and Tickers

Barclays Backwardation Tilt Multi-Strategy Capped
Total Return Index
USD

IE00BFXR6159

ENCO LN

GBp

IE00BFXR6159

ENCG LN

EUR

IE00BFXR6159

ENCO IM

EUR

IE00BFXR6159

EN4C GY

CHF

IE00BFXR6159

ENCO SW

UCITS Compliant

Yes

Domicile

Ireland

TER (%)

0.30%

Base Currency

USD

Replication

Synthetic – unfunded swap backed by collateral

Issuer

Legal & General UCITS ETF Plc

Promoter

Legal & General Investment Management Limited

The Barclays Backwardation Tilt Multi-Strategy Capped Total
Return Index is comprised of all commodities in the
Bloomberg Commodity Index and provides a return
equivalent to a fully “collateralised” investment in a diversified
portfolio of commodity futures.
However, in respect of certain commodities included in the
Index, the expiry dates of their futures contracts are different
from the Bloomberg Commodity Index, and are determined
and rolled dynamically based on one of three enhancement
strategies, i.e. momentum, seasonality and roll-yield.
The L&G Multi-Strategy Enhanced Commodities UCITS ETF
is the only listed product providing this kind of exposure to
the commodities asset class (as at June 2021).

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.
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Index performance
Historical backtested performance
Rebased 100 = September 2010
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Bloomberg Commodity Index Total Return

Sep-15

Sep-16

Sep-17

Sep-18

Sep-19

Sep-20

Sep-21

Bloomberg Commodity Index 3 Month Forward Total Return

Barclays Backwardation Tilt Multi-Strategy Capped Total Return Index

S&P GSCI Total Return CME

Cumulative returns in USD

Indices

Volatility

Sharpe
Ratio

24.8%

12.6%

0.36

42.2%

11.5%

0.63

46.5%

60.9%

12.4%

0.80

-4.4%

19.6%

21.4%

0.17

1 year

3 years

5 years

Bloomberg Commodity Index Total Return

42.3%

22.0%

Bloomberg Commodity Index 3 Month Forward Total Return

44.4%

34.5%

Barclays Backwardation Tilt Multi-Strategy Capped Total Return Index

62.5%

S&P GSCI Total Return CME

58.3%

Annual index performance

2016

2017

2018

2019

2020

YtD*

Bloomberg Commodity Index Total Return

11.77%

1.70%

-11.25%

7.69%

-3.12%

29.13%

Bloomberg Commodity Index 3 Month Forward Total Return

13.13%

4.20%

-9.32%

8.42%

3.48%

30.78%

Barclays Backwardation Tilt Multi-Strategy Capped Total
Return Index

13.03%

7.31%

-8.71%

8.23%

4.42%

43.35%

S&P GSCI Total Return CME

11.37%

5.77%

-13.82%

17.63%

-23.72%

38.27%

*Source: Bloomberg; all values in USD; as at 30 September 2021. Performance is shown net of fees and charges. Past
performance is not a guide to the future.
All returns and volatilities are based on data in USD, unless otherwise stated. Sharpe ratios are based on 5-year annualised returns,
5-year annualised volatility and a risk free rate of 1.67% (average of US 5Yr rates over 1 year).
For the period prior to 16 Nov 2018, the data shown for the Barclays Backwardation Tilt Multi-Strategy Capped Total Return Index 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 the L&G Commodities range
visit www.lgimetf.com
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Contact us
For further information about LGIM, please visit www.lgimetf.com or contact your usual LGIM representative

Key risks
Past performance is not a guide to the future. 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.
Important information
The information contained in this document (the ‘Information’) has been prepared by LGIM Managers Europe
Limited (‘LGIM Europe’), or by its affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the property and/or
confidential information of Legal & General and may not be disclosed by you to any other person without the prior
written consent of Legal & General.
No party shall have any right of action against Legal & General in relation to the accuracy or completeness of
the Information, or any other written or oral information made available in connection with this publication. Any
investment advice that we provide to you is based solely on the limited initial information which you have provided
to us. No part of this or any other document or presentation provided by us shall be deemed to constitute ‘proper
advice’ for the purposes of the Investment Intermediaries Act 1995 (as amended). Any limited initial advice given
relating to professional services will be further discussed and negotiated in order to agree formal investment
guidelines which will form part of written contractual terms between the parties.
Past performance is no guarantee of future results. 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.
The Information has been produced for use by a professional investor and their advisors only. It should not be
distributed without our permission.
A summary of investor rights associated with an investment in the Fund shall be available from
www.lgim.com/investor_rights.
The risks associated with each fund or investment strategy are set out in this publication, its KIID, the relevant
prospectus or investment management agreement (as applicable) and these should be read and understood
before making any investment decisions. A copy of the relevant documentation can be obtained from your Client
Relationship Manager. A copy of the English version of the prospectus of the Fund and the key investor information
document relating to the Fund is available at www.lgim.com and may also be obtained from your Client Relationship
Manager. Where required under national rules, the key investor information document will also be available in the
local language of the relevant EEA Member State.
Confidentiality and limitations:
Unless otherwise agreed by Legal & General in writing, 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
trading or investment decisions taken by you should be based on your own analysis and judgment (and/or that of
your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, we
exclude all representations, warranties, conditions, undertakings and all other terms of any kind, implied by statute
or common law, with respect to the Information including (without limitation) any representations as to the quality,
suitability, accuracy or completeness of the Information.
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.
The Information is provided ‘as is' and 'as available’. To the fullest extent permitted by law, Legal & General accepts
no liability to you or any other recipient of the Information for any loss, damage or cost arising from, or in connection
with, any use or reliance on the Information. Without limiting the generality of the foregoing, Legal & General does
not accept any liability for any indirect, special or consequential loss howsoever caused and, on any theory, or
liability, whether in contract or tort (including negligence) or otherwise, even if Legal & General has been advised of
the possibility of such loss.
A decision may be taken at any time to terminate the arrangements made for the marketing of the Fund in any EEA
Member State in which it is currently marketed. In such circumstances, investors in the affected EEA member state
will be notified of this decision and will be provided with the opportunity to redeem their shareholding in the Fund
free of any charges or deductions for at least 30 working days from the date of such notification.
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Third party data:
Where this document contains third party data ('Third Party Data’), we cannot guarantee the accuracy, completeness or reliability of
such Third-Party Data and accept no responsibility or liability whatsoever in respect of such Third-Party Data.
Publication, amendments and updates:
We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was
delivered to you. Legal & General reserves the right to update this document and/or the Information at any time and without notice.
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.
Telephone recording:
As required under applicable laws Legal & General will record all telephone and electronic communications and conversations with
you that result or may result in the undertaking of transactions in financial instruments on your behalf. Such records will be kept for
a period of five years (or up to seven years upon request from the Central Bank of Ireland (or such successor from time to time))
and will be provided to you upon request.
In the United Kingdom and outside the European Economic Area, it is issued by Legal & General Investment Management Limited,
authorised and regulated by the Financial Conduct Authority, No. 119272. Registered in England and Wales No. 02091894 with
registered office at One Coleman Street, London, EC2R 5AA.
In the European Economic Area, it is issued by LGIM Managers (Europe) Limited, authorised by the Central Bank of Ireland as
a UCITS management company (pursuant to European Communities (Undertakings for Collective Investment in Transferable
Securities) Regulations, 2011 (S.I. No. 352 of 2011), as amended) and as an alternative investment fund manager with “top up”
permissions which enable the firm to carry out certain additional MiFID investment services (pursuant to the European Union
(Alternative Investment Fund Managers) Regulations 2013 (S.I. No. 257 of 2013), as amended). Registered in Ireland with the
Companies Registration Office (No. 609677). Registered Office: 70 Sir John Rogerson’s Quay, Dublin, 2, Ireland. Regulated by the
Central Bank of Ireland (No. C173733).
LGIM Managers (Europe) Limited operates a branch network in the European Economic Area, which is subject to supervision by
the Central Bank of Ireland. In Italy, the branch office of LGIM Managers (Europe) Limited is subject to limited supervision by the
Commissione Nazionale per le società e la Borsa (“CONSOB”) and is registered with Banca d’Italia (no. 23978.0) with registered
office at Via Uberto Visconti di Modrone, 15, 20122 Milan, (Companies’ Register no. MI - 2557936). In Germany, the branch office of
LGIM Managers (Europe) Limited is subject to limited supervision by the German Federal Financial Supervisory Authority (“BaFin”).
In the Netherlands, the branch office of LGIM Managers (Europe) Limited is subject to limited supervision by the Dutch Authority
for the Financial Markets (“AFM“) and it is included in the register held by the AFM and registered with the trade register of the
Chamber of Commerce under number 74481231.Details about the full extent of our relevant authorisations and permissions are
available from us upon request. For further information on our products (including the product prospectuses), please visit our
website.
© 2021 Legal & General Investment Management Limited. All rights reserved. No part of this publication may be reproduced or
transmitted in any form or by any means, including photocopying and recording, without the written permission of the publishers.

