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Capitalising on commodities in the recovery phase

We are moving headlong into the recovery phase of the economic cycle. Commodities are often a late-cycle 

performer that do well in the late stages of a recovery and the early stages of a recession in contrast to 

equities, which tend to roll over at that stage. In our recent survey1, however, 29% of investors said they 

don't invest in commodities. We believe a broad, diversified exposure to the commodity market can help 

investors make the most of the sunset of the economic cycle.

Introducing PCOM

For years, WisdomTree has been the European leader in commodity investing. In 2022, we launched the 

WisdomTree Broad Commodities UCITS ETF (PCOM) to disrupt the delta 1 broad commodity space. 

This ETF is an innovative solution for investors who wants to enhance their commodities performance 

while maintaining a low tracking error versus the benchmark represented by the Bloomberg Commodity 

Total Return Index (BCOMTR Index). PCOM’s proposition leverages WisdomTree’s unrivalled expertise in 

physical precious metals and is quite straightforward, substituting the synthetic gold and silver exposure 

of the Bloomberg Commodity Index (“BCOM”) with a physical replication (see Figure 5).

Physical or synthetic?

The core idea behind the fund draws inspiration from a fundamental question in commodity investing: how 

should an investor seek exposure to commodities?

Investing in commodities differs from other assets due to operational complexities. Two main methods are 

commonly used: direct physical investments and commodity futures contracts.

While buying commodities directly seems intuitive, operational challenges, perishability and storage com-

plexities make it generally impractical. Broad commodity indices encompass numerous commodities, each 

requiring specialised storage facilities, rendering physical investment costly and logistically challenging. 

Futures contracts often boast greater liquidity than physical commodities and present fewer regulatory 

hurdles.

However, certain exceptions exist, such as precious metals. Their high value and durability permit 

cost-effective storage, especially in secure bank vaults. Despite the theoretical underpinning of Keynes' 

normal backwardation hypothesis, which suggests investors earn a premium for synthetic exposure to 
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commodities, empirical research2 covering the period 1980 – 2005 found no evidence of a risk premium 

in gold futures over spot prices. This discrepancy is attributed to the limited hedging activity by gold miners, 

diminishing the value of gold futures to producers. This prompts the question of whether direct investment 

in precious metals might prove a better option than utilising futures contracts.

Physical vs. futures gold and silver

Historically, physical gold and silver have outperformed their synthetic counterparts. Table 1 and figures 

1 and 2 below show the historical outperformance of the spot price of gold and silver compared to a fully 

funded synthetic exposure for investment. Since 2007, gold and silver delivered an overperformance of 

0.95% and 1.24% per annum respectively.

Source: Bloomberg, WisdomTree. Start date: 04/06/2007, end date: 31/10/2023. *Year-to-date (ytd) per-

formances are not annualised. Historical performance is not an indication of future results and any 

investments may go down in value.

For both commodities, the spot price has steadily outperformed over the last 15 years. The only interruption 

occurred in 2020, right after the pandemic outbreak. COVID-19 disruptions caused logistical challenges 

in moving physical precious metals during lockdowns, creating a temporary gap between spot and 

futures-based gold prices. As these issues were resolved, the futures curve returned to normal. Since 

PCOM’s launch, physical precious metals kept overperforming the futures-based ones (Figures 3 and 4).

In short, investing in physical precious metals has generated a consistent premium over the last 15 years.

Figure 1: Gold spot overperforms gold futures over long term
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Source: Bloomberg, WisdomTree. Start date: 04/06/2007, end date: 31/10/2023. Historical performance 

is not an indication of future results and any investments may go down in value.

Figure 2: Silver spot overperforms silver futures over long term

Figure 3: Gold spot overperforms gold futures since PCOM’s launch

Source: Bloomberg, WisdomTree. Start date: 04/12/2021, end date: 31/10/2023. Historical performance is 

not an indication of future results and any investments may go down in value.

Figure 4: Silver spot overperforms silver futures since PCOM’s launch

Source: Bloomberg, WisdomTree. Start date: 04/12/2021, end date: 31/10/2023. Historical performance is 

not an indication of future results and any investments may go down in value.

WisdomTree Broad Commodities UCITS ETF (PCOM)

The fund combines:

• a synthetic exposure to the ex-precious metals component of the Bloomberg Commodity Index, where 

it invests indirectly (through a swap) in a portfolio of future contracts that returns the Bloomberg 

Commodity Ex-Precious metals Excess Return (BCOMXPM Index) and earns interest on a portfolio 

of 12 T-bills with various maturities, rolled bi-weekly, and with an average duration of 84 days.

• a physical exposure to gold and silver through investments in physically backed ETPs3.

https://www.wisdomtree.com/fi/insights/blog/generating-outperformance-in-broad-commodities



WISDOMTREE BLOG

PCOM’s management fees amount to 19 basis points (bps), while the swap fees are 12 bps, but are only 

paid on the swap portion of the ETF, which has averaged slightly less than 80% over the analysed period. 

Hence, effectively PCOM pays less than 10 bps in swap fees.

Invesco Bloomberg Commodity UCITS ETF (CMOD)

Almost 2 years after launch, we decided to compare our product with the biggest product in the broad 

commodity space, the Invesco Bloomberg Commodity UCITS ETF (CMOD) and see how our strategy 

compared.

The structure of CMOD is that of a standard unfunded synthetic ETF. The fund invests in a swap that 

returns the BCOM excess return and earns an interest on the relative collateral. The collateral composition 

is similar to PCOM’s collateral composition. CMOD swap fees are 15 bps.

Figure 5: Comparing PCOM and CMOD structures

Source: WisdomTree.

WisdomTree Broad Commodities UCITS ETF outperformed the Invesco ETF by almost 0.5% since launch.

Figure 6: PCOM vs CMOD attribution

Source: Bloomberg, WisdomTree. Start date: 04/12/2021, end date: 31/10/2023. Historical performance is 

not an indication of future results and any investments may go down in value.

Above we show the breakdown of the dollar attribution of PCOM vs CMOD since PCOM’s inception. As 

we can see, since its launch, PCOM delivered on its promises, overperforming CMOD by 42 bps since 

its inception (see Figure 6). We can see that the bulk of the overperformance comes from Gold. Physical 

Gold’s premium has been the most stable over time and, more importantly, has been the most stable since 

PCOM’s inception (see Figures 3 and 4). Further, gold’s average weight has been 15.7%, so gold makes 

up a significant portion of the full portfolio. Silver, whose average weight over the period has been 4.6%, 

added 6 bps to the total overperformance. The third positive contribution comes from the swap fees, which 

contributed to 11 bps overperformance.

Overall, the overperformance of the physical vs the synthetic is persistent.

In conclusion, PCOM enhanced the return of a broad commodity exposure in a simple and robust way. 

Substituting a synthetic exposure with a physical one captures the physical premia on precious metals; 

this has generated a sustained historical overperformance.

1 WisdomTree, Censuswide. Pan-Europe Professional Investor Survey Research, Survey of 803 profes-

sional investors across Europe, conducted during August 2023.
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2 Xu, H., Lin, E. C. & Kensinger, J. W., 2013. On the estimation of risk premium in the gold futures market: 

using the Goldman Sachs Commodity Index (GSCI) approach. Research in finance. Vol. 29., pp. 103-118.

3 When it comes to the implementation of an investment in physical commodities and physical precious 

metals, in particular,

investors can: 1. Own/rent a vault to store gold/silver bars: this solution is only available to extremely 

large investors, the cost of storage and the cost of insurance can be high and organising safe movement 

and delivery of large chunks of gold or silver is extremely difficult. 2. Invest in a physically-backed ex-

change-traded product (ETP): securities are backed by physical bars of the relevant metal and usually held 

by the custodian within a secure vault and regularly inspected by an independent entity. Exchange-traded 

commodities (“ETCs”) are operationally very easy to use. They are listed on exchange and trade like shares 

during market hours.
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Important Risks Related to this Article

IMPORTANT INFORMATION
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland. Marketing communications issued in jurisdictions outside of the EEA: This 

document has been issued and approved by WisdomTree UK Limited, which is authorised and regulated 

by the United Kingdom Financial Conduct Authority. WisdomTree Ireland Limited and WisdomTree UK 

Limited are each referred to as “WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory 

are available on request. For professional clients only. Past performance is not a reliable indicator of future 

performance. Any historical performance included in this document may be based on back testing. Back 

testing is the process of evaluating an investment strategy by applying it to historical data to simulate what 

the performance of such strategy would have been. 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. The value 

of any investment may be aected by exchange rate movements. Any decision to invest should be based 

on the information contained in the appropriate prospectus and aer seeking independent investment, tax 

and legal advice. These products may not be available in your market or suitable for you. The content 

of this document does not constitute investment advice nor an oer for sale nor a solicitation of an oer 

to buy any product or make any investment. An investment in exchange-traded products (“ETPs”) is 

dependent on the performance of the underlying index, less costs, but it is not expected to match that 

performance precisely. ETPs involve numerous risks including among others, general market risks relating 

to the relevant underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange 

rate risks, interest rate risks, inflationary risks, liquidity risks and legal and regulatory risks. The information 

contained in this document is not, and under no circumstances is to be construed as, an advertisement 

or any other step in furtherance of a public oering of shares in the United States or any province or 

territory thereof, where none of the issuers or their products are authorised or registered for distribution 

and where no prospectus of any of the issuers has been filed with any securities commission or regulatory 

authority. No document or information in this document should be taken, transmitted or distributed (directly 

or indirectly) into the United States. None of the issuers, nor any securities issued by them, have been or 

will be registered under the United States Securities Act of 1933 or the Investment Company Act of 1940 

or qualified under any applicable state securities statutes. This document may contain independent market 

commentary prepared by WisdomTree based on publicly available information. Although WisdomTree 

endeavours to ensure the accuracy of the content in this document, WisdomTree does not warrant or 

guarantee its accuracy or correctness. Any third party data providers used to source the information in 

this document make no warranties or representation of any kind relating to such data. Where WisdomTree 

has expressed its own opinions related to product or market activity, these views may change. Neither 

WisdomTree, nor any ailiate, nor any of their respective oicers, directors, partners, or employees accepts 

any liability whatsoever for any direct or consequential loss arising from any use of this document or 

its contents. This document may contain forward looking statements including statements regarding our 
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belief or current expectations with regards to the performance of certain assets classes and/or sectors. 

Forward looking statements are subject to certain risks, uncertainties and assumptions. There can be 

no assurance that such statements will be accurate and actual results could dier materially from those 

anticipated in such statements. WisdomTree strongly recommends that you do not place undue reliance on 

these forward-looking statements. Product Comparison This document contains a comparison of financial 

products contained within the relevant prospectus and/or based on publicly available information, some of 

which has been prepared by third parties. While such sources are believed to be accurate as at their date 

of publication, WisdomTree does not warrant, guarantee or otherwise confirm the accuracy or correctness 

of any information contained herein and any information or opinions related to the products detailed 

herein may change over time. Any third parties used to source the information in this document make 

no warranties or claims of any kind relating to such data. Investors should read the prospectus and other 

applicable oering documents for each product and consider the investment objectives, risks, charges and 

expenses carefully before investing. WisdomTree Issuer ICAV The products discussed in this document 

are issued by WisdomTree Issuer ICAV (“WT Issuer”). WT Issuer is an umbrella investment company with 

variable capital having segregated liability between its funds organised under the laws of Ireland as an Irish 

Collective Asset-management Vehicle and authorised by the Central Bank of Ireland (“CBI”). WT Issuer is 

organised as

an Undertaking for Collective Investment in Transferable Securities (“UCITS”) under the laws of Ireland 

and shall issue a separate class of shares ("Shares”) representing each fund. Investors should read the 

prospectus of WT Issuer (“WT Prospectus”) before investing and should refer to the section of the WT 

Prospectus entitled »Risk Factors¼ for further details of risks associated with an investment in the Shares. 

WisdomTree Broad Commodities UCITS ETF “Bloomberg®” and the Bloomberg Commodity Index(es)SM 

referenced herein are service marks of Bloomberg Finance L.P. and its ailiates, including Bloomberg 

Index Services Limited (“BISL”), the administrator of the indices (collectively, “Bloomberg”) and have been 

licensed for use for certain purposes by WisdomTree UK Limited and its permitted ailiates including 

WisdomTree Management Limited and WisdomTree Issuer ICAV (together, WisdomTree). Bloomberg is 

not ailiated with WisdomTree, and Bloomberg does not approve, endorse, review, or recommend the Wis-

domTree Broad Commodities UCITS ETF. Bloomberg does not guarantee the timeliness, accurateness, 

or completeness of any data or information relating to the index(es). Notice to Investors in Switzerland 

– Qualified Investors This document constitutes an advertisement of the financial product(s) mentioned 

herein. The prospectus and the key investor information documents (KIID) are available from WisdomTree¼s 

website: https: //www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports Some of 

the sub-funds referred to in this document may not have not been registered with the Swiss Financial 

Market Supervisory Authority (“FINMA”). In Switzerland, such sub-funds that have not been registered 

with FINMA shall be distributed exclusively to qualified investors, as defined in the Swiss Federal Act 

on Collective Investment Schemes or its implementing ordinance (each, as amended from time to time). 

The representative and paying agent of the sub-funds in Switzerland is Société Générale Paris, Zurich 

Branch, Talacker 50, PO Box 5070, 8021 Zurich, Switzerland. The prospectus, the key investor information 

documents (KIID), the articles of association and the annual and semi-annual reports of the sub-funds are 

available free of charge from the representative and paying agent. As regards distribution in Switzerland, 
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the place of jurisdiction and performance is at the registered seat of the representative and paying agent. 

For Investors in Malta: This document does not constitute or form part of any oer or invitation to the public 

to subscribe for or purchase shares in the Fund and shall not be construed as such and no person other 

than the person to whom this document has been addressed or delivered shall be eligible to subscribe for 

or purchase shares in the Fund. Shares in the Fund will not in any event be marketed to the public in Malta 

without the prior authorisation of the Maltese Financial Services Authority. For Investors in Monaco: 

This communication is only intended for duly registered banks and/or licensed portfolio management 

companies in Monaco. This communication must not be sent to the public in Monaco.
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