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S&P Systematic Global Macro Index

What is the S6P Systematic Global Macro Index [SGMI]?
Why was the index created?

What makes this index unique?

How can | use the index?
How many constituents are currently included in the S&P SGMI?
How many sub-indices are included in the S&P SGMI?

How much data history is available?

Do the index’s constituents trade on international exchanges?
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Do the index’s constituents have any liquidity constraints?
. How are the returns for the S&P SGMI calculated?
. How frequently is the index calculated?
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. In what currency is the index calculated?
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. What exchange rates are used?

. What are the main differences between the SGP SGMI, S&P DFI and S&P DTI?

. What is the roll process for the S&P SGMI?

. What do the roll basket splits mean?

. How is the S&P SGMI weighted?

. What is the S&P SGMI Excess Return?

. What is the S&P SGMI Total Return?

. How is the S&P SGMI Excess Return different from the S&P SGMI Total Return?
. Is it necessary to obtain a license from S&P Indices in order to use the SGP SGMI?
. Who can | contact at S&P Indices to license the use of these indices?

. Where can | obtain more information about the S&P SGMI?
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1. Whatis the S&P Systematic Global Macro Index [SGMI]?

The S&P Systematic Global Macro Index (S&P SGMI] is designed to measure relevant price trends of certain
globally-traded liquid futures contracts by systematically simulating investing with long, short or na
positions. The index is not intended to represent a particular futures contract or sector. Rather, itis
designed to represent investments in a diverse portfolio of global macro markets that exhibit approximately
the same level of volatility taken by managers in the global macro and managed futures/Commaodity Trading
Advisaor [CTA] universe, while still being subject to leverage constraints.

2. Why was the index created?

In collaboration with Thayer Brook Partners LLP, S&P Indices created the S&P SGMI to meet the market’s
demand for a representative benchmark within the global macro space. The index was also created to serve
as a benchmark for global macro managers who identify trends or invest in asset classes beyond
commodities. Furthermare, it is a performance index and is designed to be well-diversified with low
correlations to other asset classes, serving the objective of offering protection in down markets.
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S&P Indices’ goal is to provide an index that offers greater transparency, insight and access into the glabal
futures markets - at a reasonahle cost. In addition, many investors will appreciate a long/short index that is
potentially less volatile and better-diversified than an index solely composed of basic commodities. SGP
Indices is meeting the demands of investors and helping to fill a void in client benchmarks, portfolios and
strategies.

3. What makes this index unique?

Some of the index’s unique features include:

=  First global macro index launched by a major index provider that offers investors a caonvenient and cost-
effective way to access this asset class. Traditionally, costly fees have deterred some investors from

allocating a percentage of their portfolio to this asset class.

= This index effectively renders this traditionally “alpha” asset class a "beta” asset class and tracks
futures directly, rather than via a fund-of-funds.

= Use of a robust trend-following model to determine the position of each constituent. On a monthly
basis, the model analyzes the characteristics of each constituent to determine the relevant analytical
time-frame.

= Even distribution of risk capital among constituents each month. Subject to nominal constraints, this
strategy allows leverage to be applied across the index with the goal of achieving a level of volatility that
is representative of the manager universe.

4, How can | use the index?

While it is possible to hold the number of futures contracts specified in the index methodology, there are
numerous ways to invest in products based on the S&P SGM], including:

=  Over-the-counter (0TC] swaps on both the S&P SGMI Excess Return and the S&P SGMI Total Return
offer investors direct access to the indices with unlimited downside risk [in the case where an investor

enters into an OTC swap on the short side].

=  Structured notes based on the index can also be used to gain exposure while limiting the downside risk
from investing.

= Investors, asset managers and financial institutions may use the S&P SGMI as a hurdle rate for fee
calculation, to track performance or as a benchmark for actively managed portfaolios.

5. How many constituents are currently included in the S&P SGMI?

As of October 5, 2011, the S&P SGMI includes 37 constituents which are listed on 11 global exchanges,
cavering six sectars: commadities, energy, fixed income, foreign exchange, short-term interest rates and
equity indices.

6. How many sub-indices are included in the S&P SGMI?

In order to comprehensively reflect the performance of an investment in futures, two separate but related
indices have been developed based on the S&P SGMI:
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= S&P SGMI Excess Return [S&P SGMI ER]: Incorporates the returns of the S&P SGMI and the discount
or premium obtained by “rolling” hypothetical positions in such contracts forward as they approach
delivery, as well as the daily currency carry adjustment.

= S&P SGMI Total Return [S&P SGMI TR): Incorporates the returns of the S&P SGMI ER and interest
earned on hypothetical fully collateralized contract positions on the futures included in the S&P SGMI.

Naote: Future versions of the S6P SGM/I will likely include the S&6P SGMI - Commadity and S&P
SGM/ - Financial Indices

7. How much data history is available?

The back-dated histary for the S&P SGMI begins in November 2003.

8. Do theindex’s constituents trade on international exchanges?
Yes, the index’s constituents trade on the following exchanges:

= (CBOT - Chicago Board of Trade

= CME - Chicago Mercantile Exchange

= COMEX - Commodity Exchange

= EUREX - European Exchange AG

= |CE - Intercontinental Exchange

= KE - Korea Exchange

= LIFFE - London International Financial Futures and Options Exchange
= NYBOT - New York Board of Trade

= NYMEX - New York Mercantile Exchange
=  0OSE - Osaka Securities Exchange

= TSE - Tokyo Stock Exchange

9. Do the index’s constituents have any liquidity constraints?

Individual constituents are screened by liquidity for inclusion in the S&P SGMI and should have an annual
total dollar value traded of US$ S hillion. The eligibility requirements are designed to promote cost-effective
implementation and true investahility.

10. How are the returns for the S&P SGMI calculated?

Allowing for easy implementation, the S&P SGMI returns are calculated based on the price changes of
positions in futures contracts.

11. How frequently is the index calculated?

Each index business day, SGP Indices publishes an official daily settlement price for the sub-indices
between 4:00 p.m. and 6:00 p.m. (EST).

12. In what currency is the index calculated?

The S&P SGMI is calculated in U.S. dollars. However, the underlying futures contracts’ prices are collected in
local currencies. Using WM/Reuters’ spot exchange rates, these local prices are converted to U.S. dollars on
a daily basis.

McGRAW HILL FINANCIAL 3



FREQUENTLY ASKED QUESTIONS: S&P SYSTEMATIC GLOBAL MACRO INDEX

13. What exchange rates are used?

Real-time Forex rates, as supplied by WM/Reuters, are used for ongoing index calculation. The index’s final
closing values convert all underlying contracts’ prices used in the index calculation to the spot exchange
rates provided by WM/Reuters at 4:00 p.m. Greenwich Mean Time.

14. What are the main differences between the S&P SGMI, S&P DFl and S&P DTI?

= The S&P SGMI is more global in nature and thus more diversified, as it includes more constituents than
the S&P DFl or S&P DTI.

= The S&P SGMI includes six major sectors across asset classes, while the S&P DFI and S&P DTl include
commoadities and financials (excluding equity indices, foreign exchange and short-term interest rates).

= The S&P DFl and S&P DTl calculate a seven-month fixed moving average for each sector in order to
determine positions, while the S&P SGMI uses a flexible time trend regression-based model that
determines positions for each constituent.

= The S&P DFl and S&P DTl do not short energy, while the mare robust S&P SGMI maodel includes no such
constituent-specific assumptions.

= The S&P SGMI has a weighting scheme that is up to three times leveraged and is based on an even risk
capital allocation. This differs from the nominal investment 50/50 split of financials and energy within
the S&P DFl and S&P DTI.

15. What is the roll process for the S&P SGMI?

The simplest way to think about the roll process for the S&P SGMI is to look at the index as ralling from one
basket of nearby futures contracts (the first nearby basket) to a basket of futures contracts that are further
from expiration [the second nearby basket]. The S&P SGMI is calculated as though these rolls occur at the
end of each day during the roll period at the daily settlement prices. The portfolio is shifted from the first to
the second nearby baskets at a rate of 20% per day for the five days of the roll period -- the second through
sixth S&P SGMI business days. Until just before the end of the first business day, the entire S&P SGMI
portfolio consists of the first nearby basket of futures. At the end of the second business day, the portfolio
is adjusted so that 20% of the contracts held are in the second nearby basket (i.e. a basket of future
contracts that are farther from maturity), with 80% remaining in the first nearby basket. The roll process
continues on the third, fourth and fifth business days, with the relative weights of first to second nearby
baskets being 60% / 40%, 40% / 60% and 20% / 80%, respectively. At the end of the sixth business day, the
remaining members of the old first nearby basket are moved to the second nearby basket, completing the
roll and leaving the entire portfolio in what we call the second nearby basket. At this time, this former
second nearby basket becomes the new first nearby basket, and a new second nearby basket is formed [with
futures maturities further in the future] for use in the following manth's rall.

16. What do the roll basket splits mean?

The roll percentages refer to quantities of contracts, not values. Using the first day of the roll period as an
example, just before the roll takes place at the end of the day, the S&P SGMI consists of the first nearby
basket. That portfolio, constructed the night before and held throughout the second business day, has a
dollar value. That dallar value is distributed across the first and second nearby baskets such that the
number of contracts in the first nearby basket is 80% of the total and the number of contracts held in the
second nearby basket is 20% of the total. The dollar value held for each basket can then be calculated by
multiplying those quantity weights by the prices of the futures contracts contained in each basket. As the
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baskets contain futures with different maturities for some of the futures, the prices are generally close, but
not exactly the same. Hence, the percentage of the portfalio value [i.e. U.S. dollar weight] held in each
basket is generally close to, but not exactly equal to the 80% / 20% split specified for the quantities.

17. How is the S&6P SGMI weighted?

The S&P SGMI weighting scheme is designed to evenly allocate risk capital to each of the sectors and each
of the constituents within a given sector. This weighting scheme helps to ensure that no single sector or
constituent disproportionately affects either the returns or the volatility of the index on a long-term basis.

18. What is the S&P SGMI Excess Return?

The S&P SGMI Excess Return measures the return derived from investing in nearby S&P SGMI futures and
rolling them forward each month on the second through sixth business days. It includes the leverage and
currency conversion to U.S. dollar. The SGP SGMI Excess Return is unlike the excess return SGP Indices
calculates on equity indices and is not the return above cash.

19. What is the S&P SGMI Total Return?

The S&P SGMI Total Return measures the S&P SGMI Excess Return plus interest on the collateral of futures
in the index, as measured by Treasury hills.

20. How is the S&P SGMI Excess Return different from the S&P SGMI Total Return?

The SGP SGMI Excess Return does not include the interest on collateral. However, the S&P SGMI Excess
Return plus Treasury bills is not the same as the S&P SGMI Total Return because it ignores the impact of
reinvesting Treasury hill collateral yield gains in commodity futures, as well as the gains and losses derived
from moving money from futures back into Treasury hills.

21. Is it necessary to obtain a license from S&P Indices in order to use the S&P SGMI?

Yes, a license from S&P Indices is required to use the index or its methodology, including implementations,
which may be subject to alternative nominal constraints.

If an institution is simply comparing its investment performance to that of the S&P SGMI, no license is
required. However, a license from S&P Indices must be obtained if the investor uses the S&P SGMI
methodology to replicate the index or creates a financial product based on or linked to the S&P SGMI.
22. Who can | contact at S&P Indices to license the use of these indices?
Questions regarding licensing the S&P SGMI can be addressed to:

Bo Chung, Managing Director

Email: bo_chung@standardandpoors.com
Tel: +1.212.438.3519
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23. Where can | obtain more information about the S&P SGMI?

Historical and daily index returns for the S&P SGMI, the index methodology and a factsheet are availahle at
www.indices.standardandpoors.com.

Additional index data, including information on the constituents that make up the S&P SGMI, is available by
subscription. For more information, please contact index_services@standardandpoors.com or
+1.212.438.2046.
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Disclaimer

This document does not constitute an offer of services in jurisdictions where Standard & Poor’s Financial Services LLC [(“S&P”) or its
affiliates do not have the necessary licenses. All information provided by SGP is impersonal and not tailored to the needs of any
person, entity or group of persons. S&P receives compensation in connection with licensing its indices to third parties. Any returns or
performance provided within are for illustrative purposes only and do not demonstrate actual performance. Past performance is not a
guarantee of future investment results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable
instruments based on that index. 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. There is
no assurance that investment products based on the index will accurately track index performance or provide positive investment
returns. SGP is not an investment advisar, and SGP 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 document. 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
memarandum 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 Standard & Poor’s shall have na liahility 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 S&P expressly disclaims all warranties of
suitability with respect thereto. While SG&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 possihility of same.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of
their respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business
units. 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.

Copyright © 2011 by Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-Hill Companies. All rights reserved.
Redistribution, reproduction and/or photocopying in whole or in part is prohibited without written permission.

S&P, S&P Indices and STANDARD & POOR’S are registered trademarks of Standard & Poor’s Financial Services LLC.
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http://www.linkedin.com/groupRegistration?gid=2426754
http://twitter.com/Dave_Guarino
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