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Summary:

• Commodity prices have outperformed their respective producers, 
while experiencing a lower price volatility.

• Lack of dividends and negative roll yields have dragged commodity 
total returns lower, but holding longer dated futures contracts may 
help mitigate this negative yield.

• Commodities historically are less sensitive to equity factors and 
may serve as a better source of diversification compared to 
commodity producers.

Price and yield – an ongoing debate

Commodities are key alternative investments that may offer 
diversification benefits for portfolio allocations and may improve the 
overall investment experience. The choices around accessing this 
asset class, however, remain in dispute with investors split among 
implementing their commodity exposure directly through 
commodity futures or indirectly through equities of the producers of 
these raw materials. 

Much of the maligned sentiment towards commodities in recent 
years has been due to a negative performance experience. Extending 
the picture a bit further back, however, reveals that commodities 
have offered a positive risk adjusted return over the past two 
decades - both through the prices of commodity futures as well as 
equities of global producers (see Exhibit 1).

Over this period, an equity investment in commodity producing 
companies (~6.3%) outperformed the underlying commodities 
(~2.2%) on a total return basis by about 400 basis points. 

This outperformance has come with a 42% higher volatility compared 
to commodities as well as a higher equity correlation. This picture, 
however, isn’t a reflection of commodities lagging their respective 
producers’ economic activities.

Exhibit 2: Commodity prices outperform their producers

Producer Price Return Commoditiy Price Return
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Source: Bloomberg, Aberdeen Standard Investments. Data from 
12/31/98 to 11/16/18. For illustrative purposes only.
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Exhibit 1: Investing in commodities and producers has yielded positive risk adjusted total returns historically

Total Return Measures 
(as of 11/16/18)

MSCI ACWI Commodity 
Producers Index

MSCI World Commodity 
Producers Index

Bloomberg Commodity 
Index (BCOM)

Bloomberg Commodity 
Index 3 Month Forward

Cumulative Return 249.63% 224.75% 54.42% 223.88%

Annualized Return 6.48% 6.08% 2.20% 6.07%

Annualized Volatility 22.80% 22.61% 15.94% 14.73%

Equity Correlation (S&P 500) 0.7 0.69 0.29 0.31

Bond Correlation (Barclays Agg) -0.13 -0.14 -0.07 -0.07

Commodity Price Correlation 0.62 0.61 0.98 0.97

Source: Bloomberg, Aberdeen Standard Investments. Table data from 12/31/98-11/16/18. For illustrative purposes only.  
See important information for further details. 
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In fact broad commodities significantly outperform producers on a 
spot price basis (see Exhibit 2). While commodities lack the cash flows 
offered by producer equities, the true source of underperformance 
stems from commodity futures contracts rolling into a new, 
higher-priced contract at maturity (i.e. contango). 

This negative roll yield is quite significant over time relative to the 
positive dividend yield provided by commodity producers. 

Exhibit 3: Investors can offset negative roll yields in commodity 
futures by going longer on the futures curve

Bloomberg Commodity Index (BCOM) Roll Yield
BCOM 3 Month Forward Index Roll Yield
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Source: Bloomberg, Aberdeen Standard Investments. Data from 
12/31/98 to 11/16/18. For illustrative purposes only.

Selecting commodity contracts further into the future may help 
provide a positive yield for investors (see Exhibit 3). Historically, the 
roll yield for longer-dated commodity indices garnered a similar total 
return as commodity producers (6.1 % vs 6.3%) as well as a lower 
volatility than producers and standard commodity indices.

Look to commodities for diversification

Beyond performance, investors should evaluate the diversification 
and risk management benefits that commodities may provide in 
context to their asset allocations. In this category, broad 
commodities provide several advantages for portfolios compared to 
producer equities.

Starting with a moderate risk portfolio (60% equity/40% bond), the 
addition of a 10% allocation to either commodities or producers may 
help reduce portfolio drawdowns and improve portfolio efficiency as 
evidenced by higher portfolio Sharpe Ratios (see Exhibit 4). 
Commodity producers and longer-dated commodity futures boost 
portfolio returns to 5.5% and 5.4% respectively compared to the 
5.0% portfolio return from an allocation to the Bloomberg 
Commodity Index (BCOM). Yet given that producers are equity 
investments, they increase the overall portfolio volatility and beta, 
while broad commodities significantly reduce these measures – 
highlighting their ability to better serve as a risk management tool. 

Another measure that demonstrates the diversification benefits of 
commodities over producer equities is their lower risk contribution 
to total portfolio volatility. The fundamental factors that impact 
commodity prices directly help offset those equity factors inherent 
to producers. Therefore, broad commodities may provide an efficient 
source of diversification with their overall weight of portfolio risk 
(11.5%) significantly less than producers (18.7%). 

Exhibit 4: Commodities may provide a better source of portfolio diversification than producer equities.

Stock/Bond portfolio: Without  
commodities w/ Commodity Producers w/ BCOM  

Index
w/ BCOM  
3M Fwd

Commodity Allocation 0% 10% 10% 10%

Annualized Portfolio Return 5.23% 5.50% 5.01% 5.41%

Annualized Portfolio Volatility 8.91% 9.07% 8.30% 8.28%

Correlation to 60/40 Portfolio 1 0.99 0.98 0.99

Beta to 60/40 Portfolio 1 1.01 0.92 0.92

Maximum Drawdown -35% -34% -33% -32%

Sharpe Ratio 0.37 0.4 0.38 0.42

Commodity Risk Contribution — 18.73% 11.49% 11.11%

Source: Bloomberg, Aberdeen Standard Investments. Portfolio returns and volatilities are calculated on an annualized basis. Table data from 
12/31/98-10/31/18. For illustrative purposes only. See important information for further details.
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In Focus: Gold vs Gold Miners

Gold miners have long been viewed as a viable substitute for gold by 
US investors. This is partly linked to historical restrictions of physical 
gold ownership in the US and limited accessibility to the market for 
non-institutions. In recent years, however, markets have witnessed a 
visible separation in the performance between the price of gold and 
broad gold mining indices (Exhibit 5). This dislocation is reflective of 
the challenges facing gold miners since the 2008 financial crisis 
separate from the price of gold. It underpins a critical theme that 
gold miners, while indirectly linked to gold through production, are 
not a pure play on gold.

Exhibit 5: Gold miners may look like gold but act like equity

Gold Price ($/ounce)
Philadelphia Stock Exchange Gold & Silver Index (XAU)
NYSE Arca Gold BUGS Index (HUI)
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Source: Bloomberg, Aberdeen Standard Investments.  
Data 12/31/92 to 10/31/18. For illustrative purposes only.

While gold miners are valid investments, they are an investment in 
equity not gold and shouldn’t be viewed as a perfect substitute. Gold 
miners are a poor proxy for gold allocations because they depend on 
industry competition and company specific factors beyond the gold 
price. Their valuation is dependent on profitability, operational costs, 
financial health, and other company specific risks while industry 
outlook and growth prospects dictate investor sentiment. Many of 
these factors move independent of fundamental drivers for the gold 
market, but come into play for equity investors.

Additionally, a critical investment benefit offered by gold is its role as 
a potential hedge against market turmoil and systemic risk. In this 
capacity gold has a proven track record with an average return of 7% 
during market drawdowns of more than 10% in the S&P 500 since 
1987. Turning to gold miners, however, their ability to hedge against 
large equity pullbacks is less enticing. The Philadelphia Stock 
Exchange Gold & Silver Index, a broad gold mining equity index, on 
average has posted a total return of -7.2%, offering limited downside 
protection against an average -21.1% drop in US equities. 

Investors should view gold miners as distinct from gold allocations 
within portfolios in order to potentially benefit from gold’s unique 
investment and risk management characteristics.
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IMPORTANT RISKS
Aberdeen Standard Investments is a brand of the investment businesses of Aberdeen Asset Management and Standard Life Investments.
The statements and opinions expressed are those of the author and are as of the date of this report. All information is historical and not indicative of future 
results and subject to change. The reader should not assume that an investment in any securities and/or precious metals mentioned was or would be 
profitable in the future. This information is not a recommendation to buy or sell. Past performance does not guarantee future results.
The Aberdeen Standard Silver ETF Trust, Aberdeen Standard Gold ETF Trust, Aberdeen Standard Platinum ETF Trust, Aberdeen Standard Palladium ETF 
Trust and Aberdeen Standard Precious Metals Basket ETF Trust are not investment companies registered under the Investment Company Act of 1940 or 
a commodity pool for purposes of the Commodity Exchange Act. Shares of the Trusts are not subject to the same regulatory requirements as mutual 
funds. These investments are not suitable for all investors. Trusts focusing on a single commodity generally experience greater volatility.
Commodities generally are volatile and are not suitable for all investors. Trusts focusing on a single commodity generally experience greater volatility. 
Please refer to the prospectus for complete information regarding all risks associated with each Trust. Shares in each Trust are not FDIC insured and may lose 
value and have no bank guarantee.
The value of the shares relate directly to the value of the precious metal held by each Trust and fluctuations in the price could materially adversely affect your 
investment. Several factors may affect the price of precious metals, including:
• A change in economic conditions, such as a recession, can adversely affect the price of the precious metal held by each Trust. Some metals are used in a 

wide range of industrial applications, and an economic downturn could have a negative impact on its demand and, consequently, its price and the price of 
the shares;

• Investors’ expectations with respect to the rate of inflation;
• Currency exchange rates; 
• interest rates;
• Investment and trading activities of hedge funds and commodity  

funds; and
• Global or regional political, economic or financial events and situations. Should there be an increase in the level of hedge activity of the precious metal held 

by each Trust or producing companies, it could cause a decline in world precious metal prices, adversely affecting the price of the shares. Should there be 
an increase in the level of hedge activity of the precious metal held by each Trust or producing companies, it could cause a decline in world precious metal 
prices, adversely affecting the price of the shares.

Basis Point - one hundredth of one percent
Also, should the speculative community take a negative view towards the precious metal held by each Trust, it could cause a decline in prices, negatively 
impacting the price of the shares. There is a risk that part or all of each Trusts’ physical precious metal could be lost, damaged or stolen. Failure by the 
custodian or sub-Custodian to exercise due care in the safekeeping of the precious metal held by each Trust could result in a loss to each Trust. 
Each Trust will not insure its precious metals and shareholders cannot be assured that the custodian will maintain adequate insurance or any insurance with 
respect to the precious metals held by the custodian on behalf of each Trust. Consequently, a loss may be suffered with respect to each Trust’s precious 
metal that is not covered by insurance.
Diversification does not eliminate the risk of experiencing investment losses.
Please refer to the prospectus for complete information regarding all risks associated with each Trust.
Investors buy and sell shares on a secondary market (i.e., not directly from Trusts). Only market makers or “authorized participants” may trade directly 
with the Trusts, typically in blocks of 50k to 100k shares.
The Bloomberg Commodity Index is a broadly diversified commodity price index distributed by Bloomberg Indexes. The S&P 500 Index is a 
capitalization-weighted index of 500 stocks selected by the Standard & Poor’s Index Committee designed to represent the performance of the leading 
industries in the U.S. economy. Bloomberg 3 Month Forward Index (BCOM 3M Fwd) is a version of the Bloomberg Commodity (BCOM) Index where the lead 
and future contracts look 3 months ahead of the BCOM index contract calendar. The MSCI Commodity Producers Indices are free float-adjusted market 
capitalization indices designed to reflect the performance of the three underlying commodity markets: energy, metals, and agricultural products; MSCI ACWI 
represents commodity producers from both developed and emerging markets while MSCI World is only developed market commodity producers. Volatility is 
a measure of dispersion of returns, Sharpe ratio indicates the average return minus the risk-free return divided by the standard deviation of return on an 
investment. Maximum drawdown defines as the maximum loss from a peak to a trough based on a portfolio past performance. Beta is a measure of the 
volatility, or systematic risk, of a security or a portfolio in comparison to the market as a whole. Risk contribution is a percentage measure of the impact of an 
investment to total portfolio volatility. Contango is a situation where the futures price of a commodity is above the expected future spot price. Philadelphia 
Stock Exchange Gold & Silver Index (XAU) is a capitalization-weighted index composed of companies involved in the gold or silver mining industry. The NYSE 
Arca Gold BUGS Index (HUI)is a modified equal-dollar weighted index of companies involved in major gold mining.
Commodities generally are volatile and are not suitable for all investors. 
This material must be accompanied or preceded by the prospectus. Carefully consider each Trust’s investment objectives, risk factors, and fees and 
expenses before investing. To view the prospectus, please visit www.aberdeenstandardetfs.us. ALPS Distributors, Inc. is the marketing agent for 
Aberdeen Standard Silver ETF Trust, Aberdeen Standard Gold ETF Trust, Aberdeen Standard Platinum ETF Trust, Aberdeen Standard Palladium ETF Trust 
and Aberdeen Standard Precious Metals Basket ETF Trust. 
ALPS Distributors, Inc. and Aberdeen Standard Investments are not affiliated entities. 
In the United States, Aberdeen Standard Investments is the marketing name for the following affiliated, registered investment advisers: Aberdeen 
Standard Investments ETFs Advisors LLC, Aberdeen Asset Management Inc., Aberdeen Asset Managers Ltd., Aberdeen Asset Management Ltd., 
Aberdeen Asset Management Asia Ltd., Aberdeen Capital Management, LLC, Standard Life Investments (Corporate Funds) Ltd., and Standard Life 
Investments (USA) Ltd.
Maxwell Gold is a registered representative of ALPS Distributors, Inc.
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