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Total Return & Exchange Traded Commodities 
 

What is Total Return? 
 

ETCs issued by the ETF Securities group of companies earn a 
Total Return (excluding those backed by physical bullion). 
A total return is the return that an investor can earn by 
holding a long only, fully collateralised position in commodity 
futures. 
A total return consists of three sources of return: Commodity 

Price (“Spot”) Return, Roll Return, and Collateral Return.  
 

Why use Total Return? 
 

Commodity returns are measured using total return because 
the spot return is not an investable return.  The spot return 
is not an investable return because most commodities held 

for investment purposes are unsuitable to be held in physical 
form. 
 

Spot Return 
 

The spot return is the percentage change in price of the 
relevant futures contract – generally the near month or 
“spot” futures contract. 
 

Roll Return 

 
The roll return is the return derived from selling expiring 
futures contract and rolling into another in order to maintain 
investment exposure. Can be positive (backwardation) or 
negative (contango) depending on the shape of the future 

curve when rolling. 

 
Backwardation and Contango 
 
When the front month futures contract price (P1) is higher 
than the next futures contract price (P2), the curve is said to 
be in “backwardation”.  If an investor rolls the position, the 
“roll” return is positive. 

The opposite is true for “contango”. 
 
Excess Return 
 
The excess return comprises the sum of the Spot Return and 
the Roll Return.  The excess return measures the return of an 
un-funded commodity futures position.  Unless stated 

otherwise, the DJ-UBS Commodity IndicesSM are excess 
return indices. 
 

Collateral Return 

 
The collateral return is the implied return accruing on the 
margin held on a fully funded commodities futures position. 

 

Total Return 

 Spot return Not “investable” but measured by change in 
near month or “spot” futures prices 

+ Roll return Return associated with “rolling” futures contracts 
prior to expiry to remain fully invested 

= Excess return Measures return of an un-collateralised futures 
position 

+ Collateral return Interest is earned on the cash value of the 
investment 

= TOTAL RETURN   

Total and Excess Return 
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Roll Return 
 

-40%

-20%

0%

20%

40%

60%

92 94 96 98 00 02 04 06 08 10

Annualised roll return for DJ-UBS Commodity Index sectors
(Jan 1992 - Dec 2010)

Energy

Industrial Metals

Agriculture

Sources: Bloomberg - Calculations: ETF Securities

 

Backwardation 
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Contango 
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Implied return accruing on fully funded position 
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For more information 

About ETF Securities      Other sources of information 

Web:  www.etfsecurities.com     www.londonstockexchange.com/etcs 

Email:  info@etfsecurities.com     www.deutsche-boerse.com/etcs 

Telephone: +44 20 7448 4330     www.euronext.com/etcs 

         www.borsaitaliana.it/etf 

 

 

About ETF Securities 

ETF Securities is a provider of Exchange Traded Products (ETFs, Commodity ETCs and Currency ETCs). The management of 

ETF Securities pioneered the development of ETCs, with the world's first listing of an ETC, Gold Bullion Securities in Australia 
and London in 2003 and then the world's first entire ETC platform which was listed on the London Stock Exchange in 
September 2006. 
 
ETF Securities now offers more than 270 Exchange Traded Products (ETPs). The ETPs provide investors with a wide variety of 
investment strategies, with ETPs offering access to asset classes such as equities, currencies and commodities with physical, 
long, forward, leveraged and short exposure.  

 
ETPs are simple to access as they are traded in five currencies (EUR, USD, GBP, JPY and AUD) and listed on nine major 
exchanges globally including the London Stock Exchange, the New York Stock Exchange, the Tokyo Stock Exchange, NYSE-
Euronext Paris, NYSE-Euronext Amsterdam, Deutsche Börse, Borsa Italiana, the Australian Securities Exchange and the Irish 
Stock Exchange. 
 
 
 
 
 
 
 
 
 
 

 
 
 

Important Information 
General 
This communication has been provided by ETF Securities (UK) Limited (“ETFS UK”) which is authorised and regulated by the United Kingdom Financial Services Authority.   
When being made within Italy, this communication is for the exclusive use of the “qualified investors” and its circulation among the public is prohibited. 
This document is not, and under no circumstances is to be construed as, an advertisement or any other step in furtherance of a public offering of shares in the United States or any 
province or territory thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or indirectly) into the United States.  
This document may contain independent market commentary prepared by ETFS UK based on publicly available information.  ETFS UK does not warrant or guarantee the accuracy or 
correctness of any information contained herein and any opinions related to product or market activity may change. Any third party data providers used to source the information in this 
communication make no warranties or representation of any kind relating to such data. 
Any historical performance included in this document may be based on back testing.  Back tested performance is purely hypothetical and is provided in this document solely for 
informational purposes.  Back tested 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. 
The information contained in this communication is neither an offer for sale nor a solicitation of an offer to buy securities.  This communication should not be used as the basis for any 
investment decision.   
ETFS UK is required by the United Kingdom Financial Services Authority ("FSA") to clarify that it is not acting for you in any way in relation to the investment or investment activity to 
which this communication relates.  In particular, ETFS UK will not provide any investment services to you and or advise you on the merits of, or make any recommendation to you in 
relation to, the terms of any transaction.  No representative of ETFS UK is authorised to behave in any way which would lead you to believe otherwise.  ETFS UK is not, therefore, 
responsible for providing you with the protections afforded to its clients and you should seek your own independent legal, investment and tax or other advice as you see fit. 
Risk Warnings 
Any products referenced in this document are generally aimed at sophisticated, professional and institutional investors. Any decision to invest should be based on the information 
contained in the prospectus (and any supplements thereto) of the relevant product issue.  The price of any securities may go up or down and an investor may not get back the amount 
invested.  Securities may valued in currencies other than those in which there are priced and will be affected by exchange rate movements.  Investments in the securities which provide 
a short and/or leveraged exposure are only suitable for sophisticated, professional and institutional investors who understand leveraged and compounded daily returns and are willing to 
magnify potential losses by comparison to investments which do not incorporate these strategies.  Over periods of greater than one day, investments with a short and/or leveraged 
exposure do not necessarily provide investors with a return equivalent to a return from the unleveraged long or unleveraged short investments multiplied by the relevant leverage factor.  
Investors should refer to the section entitled “Risk Factors” in the relevant prospectus for further details of these and other risks associated with an investment in any securities 
referenced in this communication. 
If you have any questions please contact ETFS UK at +44 20 7448 4330 or info@etfsecurities.com for more information.  
 
 


