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This material is prepared and distributed in the UK by Macquarie Bank Limited, London Branch (MBLLB) and 
in the EEA member states (other than the UK) by Macquarie Bank International Limited (MBIL) where 
required. It is intended only for professional clients and eligible counterparties as defined in the rules of the 
Financial Conduct Authority. MBLLB is registered in England and Wales (Branch No: BR002678, Company 
No: FC018220, Firm Reference No: 170934). MBIL is incorporated and registered in England and Wales 
(Company No. 06309906, Firm Reference No. 471080). The registered office for MBLLB and MBIL is 
Ropemaker Place, 28 Ropemaker Street, London, EC2Y 9HD. MBLLB is authorised and regulated by the 
Australian Prudential Regulation Authority. Authorised by the Prudential Regulation Authority and subject to 
regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. 
Details about the extent of our regulation by the Prudential Regulation Authority are available from us on 
request. MBIL is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct 
Authority and the Prudential Regulation Authority. 

 

The Macquarie Composite Index Methodology (hereinafter, the Methodology) is a generic methodology for 

calculating indices that are composed of indices of futures or other composite indices. An index constructed 

by applying the Methodology to a set of inputs is hereinafter generically called the Index. The Methodology 

outlines the calculations of daily index values for Excess Return and Total Return versions of the Index given 

the set of inputs specified in its Index Specification document. 

Definitions 

Component is each of the Components specified in the Index Specification.  The total number of 

Components is denoted by n. 

Component Level in respect of an Index Business Day, is the closing level of each Component as published 

by its index sponsor. If the Index Business Day is not a day on which the Component is scheduled to be 

published, the Component Level for that day will be the most recent available Component Level on the most 

recent publication day.  

Contract is a futures contract traded in a Trading Facility and having a commodity as underlying. 

Holdings Calculation Date is the Index Business Day on which the Target Holdings are periodically 

calculated. The Holdings Calculation Date is specified in the Index Specification. 

Index Business Days are the days in the Index Calendar as specified in the Index Specification. 

Index Sponsor is Macquarie Bank Limited (Macquarie), the entity that publishes or announces (directly or 

through an agent) the daily level of the Index. 

Index Start Date is the Index Business Day specified as such in the Index Specification. 

Initial Index Level is the level of the Index on the Index Start Date specified as such in the Index 

Specification. 

Target Holdings are a set of multipliers used for the daily calculations of the Index derived from the 

Weights. 

Trading Facility The exchange, facility or platform on or through which a particular Contract is traded. A 

Trading Facility may, but is not required to, be a contract market, exempt electronic trading facility, 

derivatives transaction execution facility, exempt board of trade or foreign board of trade, as such terms are 

defined in the U.S. Commodity Exchange Act and the rules and regulations promulgated thereunder. 

Treasury Bill Rate in respect of any Index Business Day, is the 91-day discount rate for U.S. Treasury Bills, 

as reported by the U.S. Department of the Treasury’s Treasury Direct service 

(http://www.treasurydirect.gov/RI/OFBills) on the most recent of the weekly auction dates prior to said Index 

Business Day. 

The Underlying Contracts in respect of an Index Business Day are all Contracts which are, directly or 

indirectly, an underlying of the Index or, if that Index Business Day is a Holdings Calculation Day, scheduled 

to be an underlying of the Index according to the methodology of that Index or that of its Components. 

Weights are the weights periodically established by the Weighting Methodology specified in the Index 

Specification. 

http://www.treasurydirect.gov/RI/OFBills
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Section 1: Holdings Calculation 

 

On any Index Business Day, t, each Component i has a Holding, Hi,t, associated with it. As outlined in the 

next section, the Holdings, {H1,t, …, Hn,t}, of the n Components are used as inputs on the daily calculation of 

the Index. In this section, we outline the Holdings, {H1,t, …, Hn,t}, calculations on any Index Business Day, t. 

 

Target Holdings calculation on a Holdings Calculation Date 

The calculation of the Target Holdings on a Holdings Calculation Date, R, requires as input the set of 

Weights in respect of that Holdings Calculation Date R and the Component Levels of the Components on the 

Index Business Day immediately preceding that Holdings Calculations Date, R. 

On any Holdings Calculation Date, R, let the Weight of each Component i be denoted by Wi,R so that {W1,R, 

…., Wn,R} are the Weights of the n Components in the Index as determined by the Weighting Methodology of 

the Index in respect of the Holdings Calculation Date R.  Analogously, let {C1,R-1, …., Cn,R-1} be the set of 

Component Levels of the Components on the Index Business Day immediately preceding the Holdings 

Calculation Date, R. The index Target Holdings, {TH1,R, …., THn,R},  for each of the n Components in the 

Index are calculated according to the formula below:  

         
    

    

                             

where IR-1 is the Index Level on the Index Business Day immediately preceding the Holdings Calculation 

Date R. 

Daily Holdings calculation 

On any Index Business Day, t, the set of Holdings {H1,t, …, Hn,t} is calculated according to the following rule: 

(i) If t is the Index Business Day immediately following the  Holdings Calculation Date R, the 

Holdings {H1,t, …, Hn,t} are set equal to the Target Holdings {TH1,R, …., THn,R} calculated 

on that Holdings Calculations Date. 

(ii) On any other Index Business Day, t, the Holding of each Component i on that day, Hi,t,  is 

set to be equal to the Holding of that particular Component on the previous Index 

Business Day, Hi,t-1. 

 

Section 2: Daily Index Calculation 

 

On each Index Business Day, t, the Excess Return Index level, It, is calculated (rounded to seven significant 

figures) based on the value of the Excess Return Index on the preceding Index Business Day, It-1, and the 

change in level of each of the Components, according to the formula: 

                          

 

 

where: 

    is the Index Level on the close of day t; 

Hi,t  is the Holding of Component i on the Index Business Day t; 

Ci,t  is the level of Component i on the Index Business Day t; 

t-1  is the Index Business Day immediately preceding Index Business Day t 
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The Index Start Date as well as the Excess Return Index Starting Level, which is the value of the Excess 

Return Index on the Index Start Date, are specified in the Index Specification. 

 

On an Index Business Day, t, the Total Return Index level, TIt, is calculated (rounded to seven significant 

figures) based on the value of the Total Return Index on the preceding Index Business Day, TIt-1, the Index 

Daily Return, IDRt, and the Collateral Return, CRt, according to the formula: 

                         

      
 

   
  
   

        

 

       

     

where 

TBAR t-1 is the Treasury Bill Rate of the most recent weekly US Treasury Bill auction prior to the 

Index Business Day t; 

days is the number of calendar days between the Index Business Day t and the previous Index 

Business Days t-1; and 

IDRt is equal to 
  

    
   

The Index Start Date as well as the Total Return Index Level, which is the value of the Index Start Date, are 

specified in the Index Specification. 

Section 3: Market Disruption Events 

 

With respect to the daily calculation of the Index, a “Market Disruption Event” means the occurrence, in 

respect of one or more Underlying Contracts, of one or more of the following events as determined by the 

Index Sponsor in its sole discretion:  

 

(i) a failure by the relevant Trading Facility to report or announce a settlement price for an 

Underlying Contract; 

(ii) all trading in an Underlying Contract the Index is suspended and does not recommence at 

least ten minutes prior to the actual closing time of the regular trading session; 

(iii) the settlement price published by the relevant Trading Facility for one (or more) Underlying 

Contracts is a “limit price”, which typically means that the Trading Facility published 

settlement price for such Contract for a trading day has increased or decreased from the 

previous trading day’s settlement price by the maximum amount permitted under 

applicable rules of the Trading Facility; 

(iv) the index sponsor of a Component fails to publish a Component Level in respect of an Index 

Business Day; 

(v) any other event, if the Index Sponsor determines in its sole discretion that the event 

materially interferes with the ability of the Index Sponsor or any of its affiliates to hedge 

the Index; 

(vi) the occurrence of a Market Disruption Event in respect of an Underlying Contract that shares 

the same Commodity. 

Index calculation under Market Disruption Events 

 

If, on a Holdings Calculation Day R (hereinafter called the “Disrupted Holdings Calculation Day”), a Market 

Disruption Event with respect to one or more Underlying Contracts  occurs (each such Contract a “Disrupted 
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Contract” until the first Index Business Day on which no Market Disruption Event exists or is continuing in 

respect of that Contract), then the Index Calculation for subsequent Index Business Days until the second 

consecutive non-disrupted Index Business Day will be modified as follows: 

 

(i) As long as a Market Disruption Event that occurred or was continuing on the Holdings 

Calculation Day R is continuing, the Index Level will be calculated according to the 

following formula:  

                           

 

 

Where  
        is the Equivalent Holding for Underlying Contract j as calculated according to points 

(ii)-(v) below 
           is the settlement price of Underlying Contract j as of the Index Business Day t 

(ii) The Index Sponsor shall determine the Equivalent Holdings and the Equivalent Target 

Holdings with respect to the Index. The Equivalent Holdings is a set of holdings {H’1,R, …, 

H’m,R} which corresponds to the Underlying Contracts {F1...Fm} of the Index and perfectly 

describes the returns of the Index in the time period from the immediately preceding 

Holdings Calculation Day to the Holdings Calculation Day R. The Equivalent Target 

Holdings is a set of target holdings {TH’1,t, …, TH’m,t} for the Underlying Contracts, which 

perfectly describes the returns of the Index on the days following the Disrupted Holdings 

Calculation Day and until the first subsequent Holdings Calculation Day. The Equivalent 

Holdings and the Equivalent Target Holdings shall be determined for all Underlying 

Contracts, therefore some H’j,t and/or TH’j,t may have a value of 0. 

(iii) On the Index Business Day immediately following a Disrupted Holdings Calculation Day and 

until all Market Disruption Events that occurred on the Disrupted Holdings Calculation Day 

have ceased, the Equivalent Holdings {H’1,t, …, H’m,t} are calculated based on the 

following formula: 

 
                    

Where: 
        means the Equivalent Target Holding of Contract j on Holdings 

Calculation Day R 

       means  
                                                     

           
  

         means the Equivalent Holding of Contract j on Index Business Day 

t-1 

(iv) For each Disrupted Contract j, the Equivalent Holding H’j,t shall be equal to the Equivalent 

Target Holding TH’j,t on the first Index Business Day following a Disrupted Holdings 

Calculation Day, on which no Market Disruption Event in respect of that Contract j occurs 

or is continuing. If a Market Disruption Event continues for more than 5 Index Business 

Days following a Disrupted Holdings Calculation Day, the Index Sponsor shall, in good 

faith and in a commercially reasonable manner, determine the levels of each Disrupted 

Component j that will be used in the calculation of Holdings and Index Levels. 

(v) For each Underlying Contract that is not a Disrupted Contract, the Holding Hj,t on the Index 

Business Day immediately following the Disrupted Holdings Calculation Day shall be the 

Equivalent Target Holding. 

(vi) On the second consecutive non-disrupted Index Business Day immediately following a 

Disrupted Holdings Calculation Day, the Index Sponsor will resume calculation of the 

index in accordance with section 2 

Section 4: disclaimers and role of the index sponsor 

No transaction relating to an Index is sponsored, endorsed or promoted by the Index Sponsor and the Index 

Sponsor makes no representation whatsoever, whether express or implied, either as to the results to be 

obtained from the use of an Index and/or the levels at which an Index stands at any particular time on any 

particular date or otherwise.  
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The Index Sponsor does not warrant or guarantee the accuracy or timeliness of calculations of an Index level 

and does not warrant or guarantee the availability of an Index level on any particular date or at any particular 

time. In particular, the Index Sponsor shall have no liability to any person for delays, omissions or 

interruptions in the delivery of an Index, including as a result of the failure of prices to be published in respect 

of a Component or as a result of an Underlying Contract failing to trade or a Component failing to be 

published or being published incorrectly, as the case may be, for any reason. Although the Index Sponsor 

will obtain information concerning Components and contracts underlying Components from publicly available 

sources it believes reliable, it will not independently verify this information. Accordingly, no representation, 

warranty or undertaking (express or implied) is made by the Index Sponsor as to the accuracy and 

completeness of information concerning the Indices. 

Section 5: rights to the Strategy 

The Methodology and each Index derived from the Methodology is the exclusive property of the Index 

Sponsor. They have been provided to you on a confidential basis and are solely for your internal use and 

may not be used as the basis of any product, or reproduced, redistributed or transmitted in whole or part, in 

any form or by any means, electronic or mechanical, including photocopying, or by any information storage 

or retrieval system, without the prior written consent of the Index Sponsor. 
 

 
 
 

 
 
 

The Methodology and the Index derived from this Methodology is the exclusive property of the Index 
Sponsor. This document has been provided to you solely for your internal use and you may not, without the 
prior written consent of the Index Sponsor, distribute, reproduce, in whole or in part, summarise, quote from 
or otherwise publicly refer to the contents of the Methodology or use it as the basis of any financial 
instrument. This document does not constitute a prospectus, offer, invitation or solicitation to buy or sell 
financial instruments and is not intended to provide the sole basis for any evaluation of the securities or any 
other financial instruments which may be discussed within, referred to or based upon the Index. Any offering 
or potential transaction that may be related to this Index will be made separately and subject to distinct 
documentation and in such case the information contained herein may be superseded in its entirety by such 
documentation in final form. The contents of this document have not been reviewed by any regulatory 
authority, and the distribution of this document and availability of related financial instruments in certain 
jurisdictions may be restricted by law. The Index and any financial instruments based on this Index may not 
be suitable for all investors and any investor must make an independent assessment of the appropriateness 
of any transaction in light of their own objectives and circumstances including the potential risks and benefits 
of entering into such a transaction. If you are in any doubt about any of the contents of this document, you 
should obtain independent professional advice. 

 

The Methodology is published for information purposes only and does not create any legally binding 
obligation on the part of the Index Sponsor and/or its affiliates. This document is intended to provide a 
summary of the index it purports to describe. The Index Sponsor expressly disclaims (to the fullest extent 
permitted by applicable law) all warranties (express, statutory or implied) regarding this document and the 
Methodology or this Index, including but not limited to all warranties of merchantability, fitness for a particular 
purpose of use and all warranties arising from course of performance, course of dealing or usage of trade 
and their equivalents under applicable laws of any jurisdiction. In particular, the Index Sponsor does not 
warrant or guarantee the accuracy or timeliness of calculations of the Index value and does not warrant or 
guarantee the availability of the Index value on any particular date or at any particular time. The Index 
Sponsor shall have no liability to any person for delays, omissions or interruptions in the delivery of this 
Index, including as a result of the failure of prices to be published in respect of a Contract or as a result of a 
Contract failing to trade for any reason. Although the Index Sponsor will obtain information concerning 
Contracts from publicly available sources it believes reliable, it will not independently verify this information. 
Accordingly, no representation, warranty or undertaking (express or implied) is made by the Index Sponsor 
as to the accuracy and completeness of information concerning this Index. 

 

Any back-testing results provided to you in relation to the Index are purely hypothetical and are not indicative 
of futures performance.  It relies on historical data and in some cases on subjective interpretation or 
Interpolation of that data. This may have been derived using the Index Sponsor's proprietary models which 
may be modified or re-calibrated and which rely on various inputs which themselves may be amended or re-
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interpreted. None of the inputs of the models, or explanations, modifications or recalibrations of the models 
are to be disclosed to you. The Index Sponsor makes no representation as to the accuracy of 
appropriateness of, and shall have no liability to you or any other entity for any loss or damage, direct or 
indirect, arising from the use of this analysis.   

 

This document is not a personal recommendation as defined by the Financial Conduct Authority and you 
should consider whether you can rely upon any opinion or statement contained in this document without 
seeking further advice tailored for your own circumstances. It is also not investment research, and has not 
been prepared in accordance with legal requirements designed to promote the independence of such. Any 
opinions expressed herein may differ from the opinions expressed in other departments including the 
Research Department. The Index Sponsor may engage in transactions in a manner inconsistent with any 
views discussed herein. The Index is based on Contracts as described in the Methodology. The Index 
Sponsor and/or its affiliates actively trade futures contracts and options on futures contracts on these 
commodities. The Index Sponsor and/or its affiliates also actively enter into or trade and market securities, 
swaps, options, derivatives, and related instruments which are linked to the performance of these 
commodities or are linked to the performance of the Index. The Index Sponsor and/or its affiliates may 
underwrite or issue other securities or financial instruments indexed to the Index, and the Index Sponsor or 
its affiliates may license the Index for publication or for use by unaffiliated third parties. These activities could 
present conflicts of interest and could affect the value of an Index. The Index Sponsor trades or may trade as 
principal in instruments (or related derivatives) linked to the index described in this document, and may have 
proprietary positions in the instruments (or related derivatives). The Index Sponsor may make a market in 
such instruments (or related derivatives), which may in extreme circumstances affect the levels of the Index 
described.  
 


