Dow Jones-UBS Commodifi In

»
1y
4

'

A Primer on Index Calculation and Performance

A common question about the Dow Jones-UBS
Commodity Indexes™ involves the index calculation

and performance. Users might ask, for example: “Why
did the Dow Jones-UBS WTI Crude Oil Subindex™
close down yesterday, when The Wall Street Journal
reported that the price of oil went up?” The answer lies
in understanding 1) that the indexes are constructed of
futures contracts and 2) how the index methodology
accounts for the rolling of these contracts. The following
general introduction to the index methodology provides
information on these topics. The complete rules

and definitions for calculating the Dow Jones-UBS
Commodity Index™ and subindexes are provided in

the Dow Jones-UBS Commodity Index™ Handbook,
available at www.djindexes.com.

Index Composition

The Dow Jones-UBS Commodity Indexes®™ are composed of
exchange-traded commodity futures contracts rather than physical
commodities. By tracking commodity futures rather than commodity
“spot” prices (meaning the prices quoted for immediate payment
and delivery of physical commodities), the indexes are investable
benchmarks, meaning they can generally be replicated using futures
contracts. Spot prices, or indexes using spot prices, do not account
for the effects of rolling futures contracts or the costs associated with
actually holding physical commodities.

“Rolling” Defined

Commodity futures contracts normally specify a certain date

for delivery of the underlying physical commodity. As this date
approaches, investors may replace the contracts having near-term
expirations with contracts having more-distant expirations. For
example, a light sweet crude oil futures contract purchased and held
in October may specify a January expiration. As the expiration date
approaches, the contract expiring in January may be replaced by a
contract for delivery in March. This process is known as “rolling.”

To reflect the rolling process, the Dow Jones-UBS Commodity
Index®™ methodology specifies that as the futures contracts that
comprise the indexes approach expiration, they are replaced by
similar contracts with later expirations.

Index Performance vs. Near-Term
Contract Performance

Due to the roll schedule, the Dow Jones-UBS Commodity IndexesS™
do not always track the price of the nearest-term futures contract.
The Dow Jones-UBS WTI Crude Oil Subindex®™, for example,
typically tracks the nearest-term futures contract only part of the
time, and at other times tracks a longer-term futures contract.

There are two factors that determine what contract is being
tracked, and the resulting returns of the index:

1. The timing of the index roll, as defined by the index
methodology

2. The relative price movements of the incoming contract and the
outgoing contract

Factor #1: Timing of the Index Roll

The futures that underlie the indexes within the Dow Jones-UBS
Commodity Index®™ family roll approximately every other month.
Each commodity has a schedule that defines what contracts are
held at any time. For example, while Nymex Light Sweet Crude
Qil futures have monthly expirations, the Dow Jones-UBS WTI
Crude Oil Subindex® rolls every other month, to the contract that
is two months longer in maturity. As a result, the Dow Jones-UBS
WTI Crude Oil Subindex®™ will reflect 100% of the returns of the
“nearby” contract only part of the time, and at other times will
include returns for a longer-term future.

Rolls are implemented over a 5-day period—increasing the
weighting of the new contract from 0% to 20%, 40%, 60%, 80%
and finally 100%. The “Hedge Roll Period” begins on the fifth
business day of the month and ends on the ninth business day.
The DJ-UBSCI is calculated as if the weighting adjustments occur
at the close of each day, with the adjusted weights used for the
next day’s calculations.
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EXHIBIT 1

Dow Jones-UBS Commodity IndexS™ Contract Schedule

The following table outlines the contract schedule for the Dow Jones-UBS Commodity IndexS™. The contracts under the current month are
referred to as the “lead future”. The contracts under the next month are referred to as the “next future”. If the lead future and next future are
different, then the index calculations are based on weightings that shift from the lead future to the next future at the closing prices on the
fifth through ninth business days of each month. 2

MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAY  MAY  JUL  JUL SEP  SEP  NOV  NOV  JAN  JAN  MAR
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
FEB APR APR JUN JUN AUG AUG OCT OCT DEC DEC  FEB
FEBL APR APR JUN JUN JUL AUG OCT OCT DEC DEC  FEB
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  DEC  DEC  DEC  MAR
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  DEC  DEC  DEC  MAR
MAR  MAR  MAY MAY  JUL  JUL  NOV  NOV  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL DEC DEC DEC  DEC  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  DEC  DEC  DEC  MAR
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
FEB APR APR JUN JUN AUG AUG DEC DEC DEC DEC  FEB
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  DEC  DEC  DEC  MAR
APR  APR APR  JUL  JUL  JUL  OCT  OCT  OCT  JAN  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  OCT OCT OCT MAR MAR  MAR
MAR  MAR  MAY  MAY  JUL  JUL  DEC DEC DEC DEC  DEC  MAR
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  DEC  DEC  DEC  MAR
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  DEC  DEC  DEC  MAR
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL  SEP  SEP  NOV  NOV  JAN  JAN
MAR  MAR  MAY  MAY AUG AUG AUG  OCT  OCT  JAN  JAN  JAN
MAR  MAR  MAY  MAY  JUL  JUL DEC DEC DEC  DEC  JAN  JAN

This contract schedule and roll methodology reflect the rules of the Dow Jones-UBS Commodity Index™ and its subindexes as of April 2011. This schedule and other index rules
are subject to change over time.

2For the “Forward Month” versions of the Dow Jones-UBS Commodity IndexS™, the contracts that would be included in the Dow Jones-UBS Commodity IndexS™ in one month’s,
two months’ and three months’ time are included in the current month for the DJ-UBSCI One Month Forward, DJ-UBSCI Two Month Forward and DJ-UBSCI Three Month
Forward Index, respectively. For example, the “Lead Future” for WTI crude oil in March would be the May contract for the standard Dow Jones-UBS Commodity IndexS, the May
contract for the DJ-UBSCI One Month Forward, the July contract for the DJ-UBSCI Two Month Forward, and the July contract for the DJ-UBSCI Three Month Forward.
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Example of 2009 Hedge Roll Dates and Contracts: Dow Jones-UBS WTI Crude Oil Subindexs™

Nymex Light Sweet Crude
_ Contract rolling out of... Contract rolling into...

Feb 6-12 Mar ’09 (CLH9) May 09 (CLK9)
Apr 7-13 May 09 (CLK9) Jul ’09 (CLN9)
Jun 5-11 Jul ’09 (CLN9) Sep '09 (CLUY9)
Aug 7-13 Sep '09 (CLUY9) Nov ‘09 (CLX9)
Oct 7-13 Nov 09 (CLX9) Jan 10 (CLFO)
Dec 7-11 Jan 10 (CLFO) Mar ’10 (CLHO)

For the contract schedule of all Dow Jones-UBS Commaodity Indexes®, please see Exhibit 1. This table reflects the index rules and holiday schedule as of February 2009, and is

subject to change.

Example of WTI Crude Oil Roll Period, December 2008

Business day of the month Date
5th Dec. 5, 2008
6th Dec. 8, 2008
7th Dec. 9, 2008
8th Dec. 10, 2008
9th Dec. 11, 2008
10th Dec. 12, 2008

Contract(s) the DJ-UBS WTI Crude Oil

SubindexS™ tracks for performance

100% Jan '09
80% Jan '09 + 20% Mar ‘09
60% Jan '09 + 40% Mar ‘09
40% Jan ’09 + 60% Mar ‘09
20% Jan '09 + 80% Mar ‘09
100% Mar ‘09

The daily settlement value of the index is calculated at the close of the trading day. During a roll period, once the daily value of the index has been calculated, the index is
reconstituted to reflect the new contract weighting on the next business day. Additional rules regarding annual rebalancing and market disruptions are contained in the Dow

Jones-UBS Commaodity Indexs™ Handbook.

Factor #2: Relative Prices of Contracts: Backwardation vs. Contango

Backwardation

When the prices for exchange-traded futures contracts are lower in
the distant delivery months than in the nearer delivery months, the

market is said to be in “backwardation.” For example, the sale of a
January contract would take place at a price that is higher than the
purchase price of a March contract.

Holding other factors constant, backwardation generally has a
positive impact on index values, as the lower longer-term future
prices move higher over time to the shorter-term prices. This
potential convergence over time is often referred to as a positive
“roll yield”. For example, if the longer-term price was $40 and the
shorter-term prices remained at $50, then one would expect, if
other factors remained constant, to earn $10 over time, which
would theoretically be realized when the contract purchased at
$40 was later sold at $50.

Contango

When the prices for exchange-traded futures contracts are higher
in the distant delivery months than in the nearer delivery months,
the market is said to be in “contango.” For example, the sale of a
January contract would take place at a price that is lower than the
purchase price of a March contract.

Holding other factors constant, contango generally has a negative
impact on index values, as the higher longer-term future prices move
lower over time to the shorter-term prices. This potential convergence
over time is often referred to as a negative “roll yield”. For example, if
the longer-term price was $50 and the shorter-term prices remained
at $40, then one would expect, if other factors remained constant,

to lose $10 over time, which would theoretically be realized when the
contract purchased at $50 was later sold at $40.



For more information on the Dow Jones-UBS Commodity Index™, please contact:
Dow Jones Indexes: U.S. +1.609.520.7249 | Asia +86.10.5737.2634 | Europe +49.69.29.725.180 or email
djindexsupport@djindexes.com. Visit us at www.djindexes.com.

Except where noted, all information as of January 2012.
© CME Group Index Services LLC 2012. All rights reserved.

The information contained herein is being furnished for information purposes only. This communication does not constitute an offer to sell or the solicitation of an offer to purchase any
security, future or other financial instrument or product. The information contained herein (including historical prices or values) has been obtained from sources that UBS Securities LLC
(“UBS Securities”) and CME Group Index Services LLC (“CME Indexes”) consider to be reliable; however, none of UBS Securities, CME Indexes or any of their respective licensors or
affiliates make any representation as to, or accepts any responsibility or liability for, the accuracy or completeness of the information contained herein. The Dow Jones-UBS Commodity
Index®™ was launched on July 14, 1998, and its subindexes, forward indexes and related indexes may have been launched at later dates. All data for any index prior to its launch date
is an historical estimation using available data. Historical results should not and cannot be viewed as an indicator of future results. For a more complete description of the DJ-UBSCI,
reference is made to the DJ-UBSCI Handbook.

“Dow Jones Indexes” is a licensed trademark of CME Indexes. “Dow Jones®”, “Dow Jones Indexes”, “DJ”, “UBS”, “Dow Jones-UBS Commodity Indexes”, “DJ-UBSCI” and all other
index names listed above are service marks of Dow Jones Trademark Holdings, LLC (“Dow Jones”) and UBS AG (“UBS AG”), as the case may be, and have been licensed for use by
CME Indexes. “CME” is a trademark of Chicago Mercantile Exchange Inc. The Dow Jones-UBS Commodity Indexes®™ are jointly promoted and marketed pursuant to an agreement
between CME Indexes and UBS Securities. All other names are the trademarks or service marks of their respective owners.

The Dow Jones-UBS Commodity Indexes are based in whole, or in part, on the Sugar No. 11, Cotton No. 2, Coffee C, Cocoa, Brent Crude, Gasoil and FCOJ-A futures contracts owned
by ICE Data, LLP and its Affiliates, and are used by CME Indexes with permission under license by ICE Data, LLP.

Investment products based on the Dow Jones-UBS Commodity Indexes are not sponsored, endorsed, sold or promoted by Dow Jones, CME Indexes, UBS AG, UBS Securities or their
respective affiiates and none of Dow Jones, CME Indexes, UBS AG, UBS Securities or any of their respective affiliates make any representation regarding the advisability of investing in
such products. Inclusion of a futures contract in any of the indexes in these materials does not in any way reflect an opinion of Dow Jones, CME Indexes, UBS AG, UBS Securities or any
of their respective affiliates on the investment merits of such futures contract or the underlying exchange-traded physical commodity. None of Dow Jones, CME Indexes, UBS AG, UBS
Securities or any of their respective affiliates is providing investment advice in connection with these indexes.

All information in these materials is provided “as is”. CME Indexes, Dow Jones, UBS AG, UBS Securities and their respective affiliates do not make any representation regarding the
accuracy or completeness of these materials, the content of which may change without notice, and each of CME Indexes, Dow Jones, UBS AG, UBS Securities and their respective
affiliates disclaim liability related to these materials.
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