
Institutional Interest In 
Commodity Indexes



CONFLUENCE OF FACTORS

• SEARCH FOR ALTERNATIVE, NON-
CORRELATED INVESTMENTS

• INDUSTRIALIZATION OF CHINA, INDIA, 
AND OTHER COUNTRIES

• INTRODUCTION OF INVESTABLE, 
RECOGNIZED, COMMODITY INDEXES

• PERFORMANCE OF THE INDEXES



Evaluation & Acceptance of 
Commodities as an Asset Class

• Asset Class Vs. Skill Class

• White Papers:
– Legg Mason, Inflation Cycle of 2002 to 2005
– Yale Paper, Facts & Fantasies of Commodity 

Futures



Commodities Alternating 
with Stocks



Chart Comparing Commodities 
to Stocks and Bonds

From Facts & 
Fantasies About 
Commodity Futures



Factors in Commodity Index 
Construction

• Trading Volume

• Production Weight

• Future Demand

• Commodity Liquidity

• Sector Diversification



Why Commodity Indexes Now

• Non-Correlated Returns
• Commodity Indices Out-Performance
• China & India
• Ease of Investment
• Comfort with Recognized Index Strategy
• Their Neighbor Already Invested
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Lehman LT Treasury Index Rogers Int'l Commodity Index S&P 500 Total Return Index
72.1% 202.7% 18.0%

Total Return 8/98 - 06/05

Source: Barclays 7-05
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