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Enhanced Commodity Fund 

Monthly Commentary 

December 2011 

Investment objective 
To provide a total return in excess of the Goldman Sachs 

Commodity Index (GSCI) hedged in AUD. 

The Fund will have exposure to the GSCI through the 

purchase of commodity linked derivative instruments. The 
Fund aims to generate a total return derived from three 
sources.  
1. Spot return – performance will largely result from the 
change in prices of commodities within the GSCI 
2. Roll return is captured by rolling the expired derivative 
contracts forward which is the difference between entry and 

exit prices, and 
3. Collateral return or cash rate is the return on investing in 
cash and cash like securities. The Fund assets are posted as 
collateral for the derivatives contracts. 
An enhanced index approach is used to manage the Fund. 

The strategy is designed to outperform the GSCI by actively 
managing two components of the strategy – the roll yield and 
the collateral yield, while the spot return is managed neutral to 

the GSCI. Challenger Investment Services Limited is the 
Responsible Entity (RE) of the Fund and has formally 

appointed Credit Suisse Asset Management, LLC, based in 
New York, on arms length terms as sub manager to the Fund. 

The Fund will be as close to fully currency hedged into 
Australian dollars as is practicable. 

 

Fund facts 

Suggested investment  

time frame 
Medium to long term – 3 years plus 

Return potential High 

Volatility/risk level High 

Income distribution 

frequency 
Quarterly 

Fund details 

Inception date October 2006 

APIR code CRS0063AU 

Fund size AUD 326.86 million as at  

31 December  2011 

Initial investment AUD 25,000 

Additional investments AUD 10,000 

Withdrawals AUD 10,000 

Management costs  0.66% p.a. 

Buy/sell spreads  Nil 

Performance as at 31 December 2011  

 
1 mth 3 mth 1 yr 3 yrs 5 yrs Incept

% % % %pa %pa %pa

Total 

returns -1.81 9.10 -0.36 8.55 -3.33 -3.76

Gross 

Returns -1.76 9.28 0.30 9.27 -2.69 -3.15

Benchmark 

returns -1.74 9.41 0.87 8.30 -1.06 -1.36

Relative 

performance -0.07 -0.30 -1.23 0.25 -2.27 -2.39  
Source: CSISAL 
Total Returns are calculated using pre-distribution month end withdrawal unit prices, and 

assumes all income is reinvested in additional units (and exclude any contribution fees and 

taxes). Gross returns are calculated by adding back the Management Costs deducted. 
Distribution returns are the total distribution from the fund. Growth returns is the change in 

initial capital value for the period. Past performance is not necessarily indicative of 

future performance. Returns may be volatile and may vary from year to year. 

 

Distribution history (cents per unit) 

 Mar June Sep Dec 

2006 - - - 1.15 

2007 0.00 5.03 1.40 3.01 

2008 2.41 94.48 - - 

2009 -    

2010  0.069 - - 

2011  0.069   

 

Asset allocation as at 31 December 2011 

     
 

Source: Credit Suisse

Fund performance   
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(Please note, all references to performance are in $US terms)

 

Commodities were lower in December, with the S&P Goldman Sachs Commodity Index Total Return down 2.11%.  

Macroeconomic sentiment continued to weigh on risky assets and supported a stronger US dollar.  Kansas City Wheat 

experienced the largest increase, gaining 8.47%, due to an evolving La Niña event causing hot and dry temperatures across 

South America in a crucial pollinating period which could potentially curb production.  Corn was boosted by the same effect, 

increasing 6.33% for the month.  Nickel was also a top performer, gaining 6.85%.  London Metals Exchange inventories 

flattened after increasing the previous month, and Chinese Nickel Pig Iron production was cut in reaction to continuously falling 

prices, providing some support.  Natural Gas experienced the largest decline, losing 16.72%, due to continued warmer-than-

normal temperatures across the US, exacerbating already comfortable supply levels.  Silver declined 14.90% while Gold declined 

10.48% due to strong demand for US dollars, disappointment that the Federal Reserve did not announce further easing 

measures, and weakened Asian demand.  Zinc also declined, losing 11.40% amid increasing inventory levels and continued 

macro-economic induced demand concerns.   

 
 

Notable S&P GSCI Component Returns and Weights as of 31/12/2011 

Commodity 

Total 

Return in 

December 

2012 

Weights Comments 

KC Wheat 8.47% 0.73% 

Potentially reduced production of Corn and 

Soybeans was supportive for Wheat. 

Nickel 6.85% 0.59% 

London Metals Exchange inventories ceased 

increasing and Chinese Nickel Pig Iron 

production was cut in reaction to 

continuously falling prices, providing some 

support. 

Corn 6.33% 4.49% 

La Niña is causing hot and dry temperatures 

for key South American producers in a 

crucial pollinating period which could 

potentially curb production 

Natural Gas -16.72% 2.12% 

Continued warmer-than-normal 

temperatures across the US are 

exacerbating already comfortable supply 

levels.    

Silver -14.90% 0.45% 

Strong demand for US dollar assets curbed 

the demand for currency alternatives.  

Zinc -11.40% 0.48% 

Inventory levels increased amid concerns 

over demand.  

 

 
Portfolio Themes 
The S&P Goldman Sachs Commodity Index performance decreased for the month, with 16 out of 24 Index commodities trading 

lower.  Precious Metals was the worst performing sector, down 11.08% for the month, as a result of strong demand for US 

dollars, eroding demand for currency alternatives.  Industrial Metals ended the month down 4.02% in response to the potential 

impact of macroeconomic headwinds on Chinese demand.  Livestock was lower, down 3.55% for the month, despite the release 

of the USDA’s November Cold Storage Report which revealed the lowest level of frozen meat and poultry inventories since 2003.  

Energy was also lower, down 2.51%, as Natural Gas weighed on the sector.  Warmer-than-normal temperatures for the start of 

the heating season in the US increased expectations for increasingly bloated inventory levels.  Agriculture was the best 

performing sector, up 3.83% for the month, supported by hot and dry weather in Argentina and Brazil during the critical 

pollination period.  

 
Outlook 
The market remains focused on the ongoing debt crisis in Europe and its potential impact on global economic growth.  However, 

there were some encouraging signs in December, including better than expected US economic data.  Sentiment appears to have 

improved, as evidenced by The University of Michigan Survey of Consumer Confidence, which rebounded to its highest level 

since the spring.  The Philadelphia Federal Reserve Business Outlook Survey also improved sharply to its highest level since the 
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second quarter.  The People’s Bank of China has signaled a shift from tightening to easing and major global central banks 

cooperated to bring down European bank borrowing costs. 

 

The global manufacturing Purchasing Managers Index (“PMI”) improved in December, indicating that Europe’s problems may not 

completely curtail global economic growth.  In the US, the December Institute for Supply Management (“ISM”) Manufacturing 

index rose to a six-month high, with both leading new orders and coincident production indices hitting eight-month highs.  Even in 

Europe, the PMI reports showed small improvements across the board.  The Euro area manufacturing PMI stopped falling and 

rose slightly in December. PMI surveys in the emerging markets are also encouraging and shifts to more accommodative policies 

should be supportive.  

 

Despite these improvements, the European debt crisis will likely continue to weigh on economic growth and investor 

sentiment.  However, fundamentals for key commodities largely remain supportive, with generally tight inventory levels and 

continued strong demand.  The threat of supply shocks is particularly acute for the crude complex and Agriculture.  While 

Precious Metals have lost their luster of late, demand for currency alternatives and hard assets is likely to remain strong 

amid continued loose monetary policies.  We believe investors may derive long-term diversification benefits in conjunction 

with potential inflation protection through a strategic allocation to commodities. 

 

 

CREDIT SUISSE INVESTMENT SERVICES (AUSTRALIA) LIMITED  

PO Box R1474 Royal Exchange NSW 1225 

Adviser Services 1800 621 009 

8:30am to 5:30pm Monday to Friday (EST) 

www.credit-suisse.com/au                              Helping Clients Thrive. 
 

Issued by Credit Suisse Investment Services (Australia) Limited (CSISAL), ABN 26 144 592 183, AFSL 370450. CSISAL has used its best 

endeavours to ensure the accuracy, reliability and completeness of the information contained in this Report. Subject to law, CSISAL, its directors, 

employees, affiliates and consultants do not provide any warranty or accept any liability for errors or omissions or any losses or damages suffered by 

the recipient of this Report or any other person. This Report has been prepared for general information only for the use of A dvisers, consultants, 

researchers as well as institutional clients of CSISAL who have been sent this information directly by CSISAL and may not be provided to any other 

person without written permission from CSISAL. This information does not take into account an individual’s objectives, financial situation or needs, 

which are necessary considerations before making any investment decision. Opinions constitute our judgment at the time of issue and are subject to 

change. Offers for investments in the Fund are made in, or accompanied by a copy of the relevant current Product Disclosure Statement (PDS). You 

should consider the PDS in deciding whether to acquire or continue to hold the product. If you wish to invest, you will need to complete an application 

form contained in, or which accompanies the current PDS. Please contact Institutional Client Services on 13 35 66 or Adviser Services on 1800 621 

900 should you have any queries relating to the information in this Report, or to obtain a copy of the PDS. Neither money invested in the Fund nor any 

particular rate of return on any money invested in the Fund is guaranteed by CSISAL, Credit Suisse AG (The 'bank') (ABN 17 061 700 712 and AFS 

Licence Number 226896), or by any other member of the Credit Suisse AG, CSISAL is not an authorised deposit-taking institution and your 

investment does not constitute a deposit with or other liability of the bank nor any other member of the Credit Suisse AG. 

 

Challenger Investment Services Limited ABN 44 119 605 373, AFSL 320505(CISL) is the responsible entity for and issuer of i nterests in the Credit 

Suisse Enhanced Commodity Fund ARSN 119 714 297. CISL is a member of the Challenger Financial Services Group. Neither CISL nor any 

member of the Challenger Financial Services Group was involved in the preparation or distribution of this Report, and are not responsible for the 

provision of or any information in this Report, other than references to its name. CSISAL provides the Report in its own capacity and not as agent or 

authorised representative of CISL. 

 

 

 


