
February 2011

2x inverse capped   

Index Methodology supplement

S&p gsci 2x leveraged and

component indices



 
Standard & Poor’s:  S&P GSCI® 2X Leveraged and 2X Inverse Capped Component Indices Methodology Supplement 1 
 

S&P GSCI 2X Leveraged and 2X Inverse  
Capped Component Indices 
Methodology Supplement 

 
S&P GSCI 2X Leveraged and 2X Inverse Capped Component Indices 

The S&P GSCI 2X Leveraged Capped Component Index is a two-times leveraged version of the 
S&P GSCI Capped Component 35/20 Index.  It seeks to provide two-times the return of the S&P 
GSCI Capped Component 35/20 Index on a monthly basis.  The S&P GSCI 2X Inverse Capped 
Component Index is a two-times leveraged, inverse version of the S&P GSCI Capped 
Component 35/20 Index. It seeks to provide two-times the inverse return of the S&P GSCI 
Capped Component 35/20 Index on a monthly basis. The S&P GSCI Capped Component 35/20 
Index is intended to be UCITS III compliant while maintaining continuity and component 
weights proportional to the S&P GSCI.   

The S&P GSCI® 2X Leveraged and 2X Inverse Capped Component Index Methodology 

This methodology supplement is divided into two sections: 1) the details of the S&P GSCI® 
Capped Component 35/20 Index and 2) the S&P futures based leveraged and inverse index 
methodology. This methodology supplement uses various terms from the S&P GSCI Index 
Methodology.  Where not specifically noted otherwise in this document, the rules of the S&P 
GSCI Methodology will prevail.  Where the terms in this document are also defined in the S&P 
GSCI Methodology, the definitions in this document prevail.  
 

Section I – The S&P GSCI® Capped Component 35/20 Methodology  

The S&P GSCI® Capped Component 35/20 version of the S&P GSCI® intends to be UCITS III 
compliant, while maintaining continuity and weights proportional to the S&P GSCI® component 
weights.  The capping procedure follows two rules, in succession: 
  
Rule 1: Only one component can reach a maximum weight of 35%. Any excess weight is 
distributed proportionately among the remaining components.  
 
Once Rule 1 is implemented,  
  
Rule 2: No remaining component’s weight can exceed 20%. Any excess weight is distributed 
proportionately among the remaining uncapped components. 
 
Capping frequency:  Quarterly 

Determination date: The S&P GSCI Business Day before the first quarterly roll date (January, 
April, July & October). 

Capping excess distribution:  Distributed among the remaining uncapped components 
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Components:  There are 18 components with three containing more than one commodity based 
on the similarity of their physical characteristics and market use, and their inclusion in the same 
World Production Group for S&P GSCI weights.   
 
The multiple commodity components are as follows: 
 

Cattle:         Feeder Cattle and Live Cattle 
Petroleum:  Brent Crude Oil, Gas Oil, Heating Oil, Unleaded Gasoline, and WTI Crude Oil 
Wheat:        Chicago Wheat and Kansas Wheat 

 
The remaining single commodity components are: aluminum, cocoa, coffee, copper, corn, 
cotton, gold, lead, lean hogs, natural gas, nickel, silver, soybeans, sugar, and zinc. 

 

S&P GSCI Capped Components 
Wheat (Chicago, Kansas) 
Corn 
Soybeans 
Coffee 
Sugar 
Cocoa 
Cotton 
Lean Hogs 
Cattle (Live, Feeder) 

Oil (WTI Crude Oil, Brent Crude Oil, Gas 
Oil, Heating Oil, Unleaded Gasoline) 
Natural Gas 
Aluminum 
Copper 
Lead 
Nickel 
Zinc 
Gold  
Silver 

 
 
Implementation 
Any excess weight from a rule #1 violation is distributed proportionally among the remaining 
index components.  
 
After rule #1 is implemented, if there are rule #2 violations then any component that violates the 
20% rule is capped at 20% and the balance distributed proportionally among the remaining 
uncapped index components. 
 
In order to properly implement, Contract Production Weights (CPWs) are adjusted to arrive at 
the assigned weights for each commodity. This adjustment process takes place at the beginning 
of each quarter and every time the S&P GSCI index is rebalanced, adjusted, and/or new 
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commodities are added to or deleted from the index, in order to be initially proportional to and 
inclusive of the S&P GSCI components.  
 
The adjustment process takes place as follows: 
 

1. On the S&P GSCI Business Day before each quarterly first roll date, the latest S&P GSCI 
commodity CPWs are multiplied by the commodity prices to determine the S&P GSCI 
commodity weights. For January, the CPWs will be the new ones that were determined 
with that year’s annual rebalancing.  

2. The commodities are separated into components and the components are sorted in 
descending order by their weights. 

3. If there is any component above 35% (commonly petroleum), it is capped at 35% and the 
excess weight distributed among the remaining index components. 

4. If any other component is above 20%, it is capped at 20% and the excess weight is 
distributed among the remaining uncapped index components.  This process is repeated 
iteratively until all the capping rules are met. 

5. The percentage weights of all commodities are converted to CPW-equivalents, all based 
on the prices from the S&P GSCI Business Day one day prior to the first roll date, and 
with the initial S&P GSCI weights implied by those last business day prices and the latest 
S&P GSCI CPWs. For January, the CPWs are the new ones that were determined with 
that year’s annual rebalancing. For example, the 2011 S&P GSCI CPWs are multiplied 
by the commodity prices from Jan 6th, the last business day before the roll.  

6. This capping adjustment process takes place every quarter and utilizes any CPW 
component changes to the base index, additions to, subtractions from, commodity 
substitutions, etc., in order to maintain continuity and be proportional with the base S&P 
GSCI weights.  

Capping formulas 

jjiGSCI,icapped, t/GSCIWeighhtTargetWeig*CPWCPW   

where: 
 

icappedCPW ,  = CPW for commodity i in the S&P GSCI Component Capped 

35/20 Index, as of the rebalancing reference date 

iGSCICPW ,  = CPW for commodity i in the S&P GSCI, as of the rebalancing 

reference date 
jGSCIWeight  = Weight of component j, of which commodity i is a part, in 

the S&P GSCI, as of the rebalancing reference date 
jhtTargetWeig  = Weight of component j, of which commodity i is a part, in 

S&P GSCI Component Capped 35/20 Index, as of the rebalancing 
reference date. 
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Target weights are calculated at each rebalancing as follows: 

If GSCIWeightj > 35% then TargetWeightj = 35% 

For all remaining components:  

TargetWeightj =   c

j

GSCIWeight

GSCIWeight

%100

*%65
 

where: 

GSCIWeightc   = Total S&P GSCI weight of all capped components, as of the 
rebalancing reference date. 

For any subsequent components: 

If GSCIWeightj > 20% then TargetWeightj = 20% 

For all remaining components:  

TargetWeightj =  
 

 c

j

GSCIWeight

GSCIWeightWeights Capped Total - 100%

%100

*
 

Total Capped Weights   =  Total S&P GSCI® Capped Component Index weight of all 
capped Commodities as of the rebalancing reference date. 

This process is repeated iteratively until no more than one component has a weight of greater 
than 20% in the index, with a maximum weight of 35% for that component.  

Tickers 

Index Bloomberg Reuters 
S&P GSCI® Capped Component Index 35/20 Spot SPGSUC .SPGSUC 

S&P GSCI® Capped Component Index 35/20 ER SPGSUCP .SPGSUCP 

S&P GSCI® Capped Component Index 35/20 TR SPGSUCTR .SPGSUCTR 

 
 
Section II - S&P Futures-based Leveraged and Inverse Indices Methodology  
 
Standard & Poor's Futures-based Leveraged Indices are designed to generate a multiple of the 
return of the underlying futures index where the investor borrows funds to generate index 
exposure greater than the cash position provides alone.   
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Standard & Poor's Futures-based Inverse indices are designed to provide the inverse performance 
of the underlying futures index; this represents a short position in the underlying index.  

 
The approach is to first calculate the underlying index, and then calculate the daily returns for the 
leveraged or inverse index. There is no change to the calculation of the underlying futures index. 

 
The leveraged or inverse index may be rebalanced daily or periodically.  

Monthly Rebalanced Leverage or Inverse Indices 

If the S&P futures-based leveraged or inverse index is rebalanced monthly, the index excess 
return is a multiple of the underlying index excess return since the last monthly rebalancing day 
and is calculated as follows: 
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where: 
 

IndexERt_LR = The Index Excess Return on the last rebalancing day, t_LR. 
 
UnderlyingIndexERt_LR = The Underlying Index Excess Return value on the last rebalancing 
business day, t_LR. 
 
t_LR = the last rebalancing business day.  
 
K (K ≠ 0) = Leverage / Inverse Ratio 

 

For example, where: 

 K = 1, no leverage or net exposure = 100% 

 K = 2, leverage is 2x or net exposure = 200% 

 K = -1, no leverage inverse or net exposure = -100% 

 
A total return version of each of the Indices is calculated, which includes interest accrual on the 
notional value of the index based on the 91-day US Treasury rate, as follows: 
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where: 
 

IndexTRt-1  = The Index Total Return on the preceding business day. 

 

TBRt = Treasury Bill Return, as determined by the following formula: 
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tDelta  = The number of calendar days between the current and previous business days.  

TBARt-1  = The most recent weekly high discount rate for 91-day US Treasury bills effective 
on the preceding business day.  Generally the rates are announced by the US Treasury on 
each Monday.  On Mondays that are bank holidays, Friday’s rates will apply.   
 

The monthly rebalancing occurs on the last S&P GSCI Business Day of the month.   

Limited Loss Provision for Leveraged or Inverse Indices 

The S&P GSCI 2X Leveraged Capped Component Index and the S&P GSCI 2X Inverse 
Capped Component Index each have a rule in place to limit losses. 
 
If the S&P GSCI Capped Component 35/20 Index loses 40% or more by the close of any 
given S&P GSCI Business Day, then the S&P GSCI 2X Leveraged Capped Component 
Index will rebalance on that S&P GSCI Business Day and reset leverage back to 2.  It 
will rebalance again normally on the last S&P GSCI Business Day of the month.   
 
Similarly, if the S&P GSCI Capped Component 35/20 Index gains 40% or more by the 
close of any given S&P GSCI Business Day, then the S&P GSCI 2X Inverse Capped 
Component Index will rebalance on that S&P GSCI Business day and reset leverage back 
to 2.  It will rebalance again normally on the last S&P GSCI Business day of the month.   
 
Lastly, the S&P GSCI 2X Leveraged and Inverse Capped Component Index values must 
be positive.  

 

Tickers 

 Bloomberg 
S&P GSCI 2X Leveraged Capped Component Index ER SPGCC2XLP 

S&P GSCI 2X Leveraged Capped Component Index TR SPGCC2XLT 

S&P GSCI 2X Inverse Capped Component Index ER SPGCC2XSP 

S&P GSCI 2X Inverse Capped Component Index TR SPGCC2XST 
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S&P Contact Information 
 

Index Management 

David M. Blitzer, Ph.D. – Managing Director & Chairman of the Index Committee 
 david_blitzer@standardandpoors.com +1.212.438.3907 
Mark Berkenkopf – Team Leader, Commodity 
 mark_berkenkopf@standardandpoors.com +1.212.438.3244 

Product Management 

Michael McGlone – Senior Director, Commodity Indexing 
 mike_mcglone@standardandpoors.com +1.212.438.4127 
Jodie Gunzberg – Director, Commodity Indexing 
 jodie_gunzberg@standardandpoors.com +1.212.438.1560 

Media Relations 

David Guarino – Communications 
 dave_guarino@standardandpoors.com +1.212.438.1471 

Index Operations & Business Development 

North America 
New York 
 Client Services, index_services@sandp.com +1.212.438.2046 
Europe 
London 
 Susan Fagg +44.20.7176.8888 
Asia 
Tokyo 
 Masako Cox +813.4550.8564 
Beijing 
 Andrew Webb +86.10.6569.2919 
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Index Operations & Business Development (cont’d) 
 

Sydney 
 Guy Maguire +61.2.9255.9822 
Mumbai 
            Koel Ghosh +91.22.26598359 
Middle East & North Africa 
Dubai 
           Charbel Azzi +971.4.3727100 
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Disclaimer 
 

 
Copyright © 2011 by The McGraw-Hill Companies, Inc. Redistribution, 
reproduction and/or photocopying in whole or in part is prohibited without written 
permission. All rights reserved.  “S&P” and “S&P” are registered trademarks of 
S&P Financial Services LLC. This document does not constitute an offer of 
services in jurisdictions where S&P or its affiliates do not have the necessary 
licenses.  S&P receives compensation in connection with licensing its indices to 
third parties.  All information provided by S&P is impersonal and not tailored to 
the needs of any person, entity or group of persons.  S&P and its affiliates do not 
sponsor, endorse, sell, promote or manage any investment fund or other vehicle 
that is offered by third parties and that seeks to provide an investment return based 
on the returns of any S&P index. S&P is not an investment advisor, and S&P and 
its affiliates make no representation regarding the advisability of investing in any 
such investment fund or other vehicle.  A decision to invest in any such investment 
fund or other vehicle should not be made in reliance on any of the statements set 
forth in this presentation. Prospective investors are advised to make an investment 
in any such fund or other vehicle only after carefully considering the risks 
associated with investing in such funds, as detailed in an offering memorandum or 
similar document that is prepared by or on behalf of the issuer of the investment 
fund or other vehicle. Inclusion of a security within an index is not a 
recommendation by S&P to buy, sell, or hold such security, nor is it considered to 
be investment advice. S&P does not guarantee the accuracy and/or completeness of 
any S&P index, any data included therein, or any data from which it is based, and 
S&P shall have no liability for any errors, omissions, or interruptions therein. S&P 
makes no warranties, express or implied, as to results to be obtained from use of 
information provided by S&P and used in this service, and S&P expressly 
disclaims all warranties of suitability with respect thereto.  While S&P has obtained 
information believed to be reliable, S&P shall not be liable for any claims or losses 
of any nature in connection with information contained in this document, including 
but not limited to, lost profits or punitive or consequential damages, even if it is 
advised of the possibility of same. These materials have been prepared solely for 
informational purposes based upon information generally available to the public 
from sources believed to be reliable. S&P makes no representation with respect to 
the accuracy or completeness of these materials, the content of which may change 
without notice. The methodology involves rebalancings and maintenance of the 
indices that are made periodically during each year and may not, therefore, reflect 
real time information. Analytic services and products provided by S&P are the 
result of separate activities designed to preserve the independence and objectivity 
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of each analytic process.  S&P has established policies and procedures to maintain 
the confidentiality of non-public information received during each analytic process.  
S&P and its affiliates provide a wide range of services to, or relating to, many 
organizations, including issuers of securities, investment advisers, broker-dealers, 
investment banks, other financial institutions and financial intermediaries, and 
accordingly may receive fees or other economic benefits from those organizations, 
including organizations whose securities or services they may recommend, rate, 
include in model portfolios, evaluate or otherwise address. 
 
Analytic services and products provided by S&P are the result of separate activities 
designed to preserve the independence and objectivity of each analytic process.  
S&P has established policies and procedures to maintain the confidentiality of non-
public information received during each analytic process. 
 

 


