
Introducing MSCI Select 
Commodity Producers Indices

msci.com©2012. All rights reserved. msci.com

Commodity Producers Indices
February 2012



Contents

� Commodities in Portfolios

� Commodities vs. Other Asset Classes

� Potential for Portfolio Diversification & Inflation Hedge

� Ways to Gain Exposure to Commodities & The Challenges

� MSCI Select Commodity Producer Indices

� Index Construction Process

� Index Performance, Volatility, Sharpe Ratio, Correlations and Sub-Industry & Country Weights

msci.com©2012. All rights reserved.

� Index Performance, Volatility, Sharpe Ratio, Correlations and Sub-Industry & Country Weights

� Key Benefits

� Appendix

� Rebalancing Schedule

2



Commodities in Portfolios

� Commodities investments have grown considerably over the past few years

� According to UNCTAD, over USD 400 billion of institutional and retail money is currently
invested in commodities, compared to only USD 6 billion a decade ago
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Commodities vs. Other Asset Class Returns

� Over the last eight years, cumulative returns on commodities are close to stock returns
and have exceeded bond returns
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Source: Reuters, Factset, MSCI
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Commodities: Potential For Portfolio Diversification and Inflation Hedge

� Low or negative correlation of commodity returns with other asset classes

� Commodities returns are positively correlated with inflation
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Correlation of Commodities with Other Asset Classes (May 2003 to December 2011)

Equities Bonds Commodities
Alternative 

Asset Class

Equities (MSCI World Index) 1.000 -0.002 -0.049 0.796
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Monthly Semi-Annual Annual

Equities (MSCI World Index) 1.000 -0.002 -0.049 0.796

Bonds (Citigroup World Big USD) 1.000 0.025 -0.039

Commodities (ML Commodity Index) 1.000 0.009

Alternative Asset Class (HFRX Index) 1.000

*Correlation based on monthly returns from April 2003. The Merrill Lynch Commodity index eXtra (MLCX), launched 

in June 2006,comprises 18 commodity futures contracts, selected by liquidity. These commodities are then 

weighted using global production weights.

Note: Inflation as measured by CPI, Consumer Price Index



Gaining Exposure to Commodities

� These three methods results in different exposures that can result in significantly different
risk and return characteristics

Primary Methods Benefits Shortcomings

Direct Physical Investment • Purest form of exposure

• Diversification benefits, inflation hedge

• High storage costs

Commodity Futures • Exposure without holding physical (no storage costs)

• Diversification benefits, inflation hedge

• Possible contango or backwardation

Commodity-related Stocks • Exposure (without shortcomings already mentioned)

• Diversification benefits, inflation hedge

• Dividend yield

• Exposure to broader equity market 

beta
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� These three methods results in different exposures that can result in significantly different
risk and return characteristics
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Note: The IMF commodity indices are weighted averages of individual commodity price 
indices, with respective commodity weights derived from their relative trade values 
compared to the total world trade as reported in the UN Comtrade database

August 2001 to 

December 2011
IMF Energy Index

ACWI SELECT 

ENERGY 

PRODUCERS IMI 

ML Commodity 

Energy Index 

(Futures)

Annualized Return 14.1% 11.2% 9.1%

Annualized Volatility 25.4% 21.9% 31.4%

Sharpe Ratio 0.30 0.15 0.09



Challenges to Gaining Exposure to Commodities

� Holding the physical commodity provides the purest form of exposure to commodities
but is often impractical because of the high storage costs

� Using commodity futures is complicated by the so-called contango trap; the losses
suffered by commodity future portfolios in their monthly rolling period because of
unfavorable price spreads between the expiring future contracts and the new contracts
they try to buy

Commodity related stocks can:
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Commodity related stocks can:

• Provide an alternative to commodity physicals and futures – since they are
not directly affected by contango or backwardation, and there are no
storage costs

• Provide the added benefit of a dividend yield



MSCI Select Commodity Producers Indices

� The MSCI Select Commodity Producers Indices are custom market capitalization weighted
indices based on the MSCI ACWI Investable Market Index (IMI). ACWI IMI is a global equity
index consisting of developed and emerging market countries across the large, mid and
small cap size segments

� The indices aim to focus on companies that are highly sensitive to underlying prices of
commodities

� MSCI currently calculates the following MSCI Select Commodity Producers Indices:
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� MSCI currently calculates the following MSCI Select Commodity Producers Indices:

� MSCI ACWI Select Agriculture Producers Investable Market Index

� MSCI ACWI Select Energy Producers Investable Market Index

� MSCI ACWI Select Metals & Mining Producers Ex Gold and Silver Investable Market Index

� MSCI ACWI Select Gold Miners Investable Market Index

� MSCI ACWI Select Silver Miners Investable Market Index
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MSCI Select Commodity Producers Indices Construction Process

� Broad commodity producers coverage derived from MSCI ACWI IMI with embedded 
investability screen

INCLUSION SCREENING: 

UNIVERSE:

Constituents of MSCI ACWI IMI
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ADDITIONAL SCREENING:

Screens to capture companies primarily involved in commodity production

INCLUSION SCREENING: 

Eligible sub-industries based on the GICS®*

MSCI Select Commodity Producers Indices

* The global industry classification standard jointly developed by MSCI and Standard & Poor’s



MSCI ACWI Select Agriculture Producers IMI
This index aims to focus on companies in the agriculture industries that are highly sensitive to underlying 

prices of agriculture commodities
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Note: The Merrill Lynch Commodity index eXtra (MLCX), launched in June 2006,comprises 18 commodity futures 
contracts, selected by liquidity. These commodities are then weighted using global production weights. 
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MSCI ACWI Select Agriculture Producers IMI (LHS) ML Agriculture Index (LHS)

June 2009 to 
December 2011

MSCI ACWI Select Agriculture Producers IMI ML Agriculture Index

Annualized Return 11.4% 8.5%

Annualized Volatility 24.6% 24.7%

Sharpe Ratio 0.15 0.12

Correlation 0.69



MSCI ACWI Select Energy Producers IMI
This index aims to focus on companies in the energy industries that are highly sensitive to underlying 

prices of energy commodities
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Note: The Merrill Lynch Commodity index eXtra (MLCX), launched in June 2006,comprises 18 commodity futures 
contracts, selected by liquidity. These commodities are then weighted using global production weights. 
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MSCI ACWI Select Energy Producers IMI (LHS) ML Energy Index (LHS)

June 2009 to 
December 2011

MSCI ACWI Select Energy Producers IMI ML Energy Index

Annualized Return 10.8% 5.2%

Annualized Volatility 22.3% 21.8%

Sharpe Ratio 0.15 0.09

Correlation 0.79



MSCI ACWI Select Metals & Mining Producers Ex Gold and Silver IMI
This index aims to focus on companies in the industrial and rare earth metals (excluding gold and silver) 

that are highly sensitive to underlying prices of industrial and rare earth metals
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Note: The Merrill Lynch Commodity index eXtra (MLCX), launched in June 2006,comprises 18 commodity futures contracts, 
selected by liquidity. These commodities are then weighted using global production weights. 
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MSCIACWI Select Meltals & Mining Producers ex Gold & Silver IMI(LHS) 

ML Industrial Metals Index (LHS)

June 2009 to 
December 2011

MSCI ACWI Select Metals & Mining Producers                          
ex Gold & Silver IMI

ML Industrial Metals Index

Annualized Return 8.3% 11.1%

Annualized Volatility 32.6% 26.3%

Sharpe Ratio 0.11 0.14

Correlation 0.90



MSCI ACWI Select Gold Miners IMI
This index aims to focus on companies in the gold mining industry that are highly sensitive to underlying 

prices of gold
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Note: The IMF  Group indices are weighted averages of individual commodity price indices, with respective commodity weights derived from their relative trade values compared to the   
total world trade as reported in the UN Comtrade database. The Merrill Lynch Commodity index eXtra (MLCX), launched in June 2006,comprises 18 commodity futures contracts, 
selected by liquidity. These commodities are then weighted using global production weights. 
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MSCI ACWI Select Gold Miners IMI (LHS)

ML Gold Index (LHS)

London Gold (PM Fixing $/ozt)(RHS)

June 2009 to 
December 2011

MSCI ACWI Select Gold Miners 
IMI

London Gold (PM Fixing 
$/ozt)

ML Gold 
Index

Annualized Return 16.3% 21.8% 22.6%

Annualized Volatility 29.0% 20.1% 20.4%

Sharpe Ratio 0.18 0.30 0.31

Correlation 0.85 0.89



MSCI ACWI Select Silver Miners IMI
This index aims to focus on companies in the silver mining industry that are highly sensitive to underlying 

prices of silver
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Note: The IMF  Group indices are weighted averages of individual commodity price indices, with respective commodity weights derived from their relative trade values compared to the   
total world trade as reported in the UN Comtrade database. The Merrill Lynch Commodity index eXtra (MLCX), launched in June 2006,comprises 18 commodity futures contracts, 
selected by liquidity. These commodities are then weighted using global production weights. 

June 2009 to 
December 2011

MSCI ACWI Select Silver Miners 
IMI

London Silver 
(Fixing $/ozt)

ML Silver 
Index

Annualized Return 33.5% 28.6% 28.6%

Annualized Volatility 40.5% 42.8% 42.8%

Sharpe Ratio 0.26 0.23 0.25

Correlation 0.77 0.81
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MSCI Select Commodity Producers Indices: Key Benefits

� Index Expertise — As a leading index provider, MSCI has used its longstanding
index design expertise, gained in part through the existing MSCI Commodity
Producers Indices, to create this new index methodology

� Benchmarking Tool — Asset owners and consultants can use the MSCI indices as
a benchmark for tracking the performance characteristics of certain listed
commodity producers
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commodity producers

� Index Licensing — The MSCI Select Commodity Producers Indices may be
licensed for portfolio management and benchmarking purposes, as well as to
serve as the basis of index-linked investment vehicles such as OTC derivatives,
exchange traded products, and institutional and retail funds
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Appendix
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Rebalancing Cycles for the MSCI Select Commodity Producers Index 

Rebalancing 
Cycles for MSCI 

MAY SAIR*

• All companies 
reviewed for inclusion

• Additions/Deletions

• NOS/FIF changes

AUG QIR**FEB QIR**

Corporate 

Events***

Corporate 

Events***
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*Semi-Annual Index Review (SAIR)
� Update Foreign Inclusion Factors (FIFs) and 

Number of Shares (NOS) for the whole 
equity universe in May

**Quarterly Index Review (QIR)
***Corporate Events:
� Ongoing on a daily basis
� Implemented at the time of the event

Cycles for MSCI 
Select 

Commodity 
Producer Indices

AUG QIR**

• NOS/FIF changes

• Addition/ Deletions

NOV SAIR*

• All companies     
reviewed for inclusion

• Additions/Deletions

• NOS/FIF changes

FEB QIR**

• NOS/FIF changes

• Addition/ Deletions

Corporate 

Events***

Corporate 

Events***
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MSCI 24 Hour Global Client Service

Asia Pacific

China North 10800.852.1032 (toll free)

China South 10800.152.1032 (toll free)

Hong Kong +852.2844.9333

Seoul +798.8521.3392 (toll free)

Singapore 800.852.3749 (toll free)

Sydney +61.2.9033.9333

Europe, Middle East & Africa

Cape Town +27.21.673.0100

Frankfurt +49.69.133.859.00

Geneva +41.22.817.9777

London +44.20.7618.2222

Milan +39.02.5849.0415

Paris 0800.91.59.17 (toll free)

Americas

Americas 1.888.588.4567 (toll free)

Atlanta +1.404.551.3212

Boston +1.617.532.0920

Chicago +1.312.706.4999

Monterrey +52.81.1253.4020

Montreal +1.514.847.7506
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Tokyo +81.3.5226.8222New York +1.212.804.3901

San Francisco +1.415.836.8800

São Paulo +55.11.3706.1360

Stamford +1.203.325.5630

Toronto +1.416.628.1007

clientservice@msci.com

www.msci.com | www.riskmetrics.com

Barra Knowledge Base – Online Answers to Barra Questions: www.barra.com/support
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� This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCl Inc. or its 

subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the 

“Information Providers”) and is provided for informational purposes only.  The Information may not be reproduced or redisseminated in whole or in part without prior written 

permission from MSCI. 

� The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information many not be used 

to create indices, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial 

products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.  

� The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVDERS MAKES ANY EXPRESS OR 

IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT 

PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF 
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INFORMATION.

� Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the 

Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall 

not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the 

extent that such injury results from the negligence or wilful default of itself, its servants, agents or sub-contractors.  

� Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past 
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� Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past 

performance does not guarantee future results.
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� Any use of or access to products, services or information of MSCI requires a license from MSCI.  MSCI, Barra, RiskMetrics, ISS, CFRA, FEA, and other MSCI brands and product names are 

the trademarks, service marks, or registered trademarks or service marks of MSCI or its subsidiaries in the United States and other jurisdictions.  The Global Industry Classification 

Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard 

& Poor’s.
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