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Production Weighting, Inflation Beta,
and 10 Years of the S&P GSCI

Over the 10-year period from May 29, 2016, to May 29, 2026, the
S&P GSCI TR had a gain of 126.3%, outperforming the 100.6% gain
for the Bloomberg Commaodity Index (BCOM) TR. The 26-
percentage-point spread translates to roughly 130 bps of annualized
outperformance. More important than the outperformance itself is the
underlying reason: how each index responds to inflation.

Regressing year-over-year total return on year-over-year headline
CPl yields an inflation beta of 9.09 for the S&P GSCI and 5.50 for
BCOM (R? of 51.8% and 42.2%, respectively, on 109 monthly
observations). The S&P GSCl's slope is roughly 1.7x steeper. In the
upper tercile of the inflation distribution, where headline CPI
averaged 5.8% year-over-year, the S&P GSCI gained an average of
33.4% on a trailing 12-month basis versus 21.1% for BCOM. The
12.3-percentage-point gap appears precisely when an inflation hedge
could be considered most relevant.

Production weighting drives the result. The S&P GSCI weights its
constituents by a five-year rolling average of world production, which
causes index weights to scale with each commodity's economic
footprint. Target January 2026 rebalancing weights for Energy were
51.8% for the S&P GSCI and 29.4% in BCOM. Energy is also the
largest single contributor to the variance of headline inflation. The
two facts compound: an index that holds more energy moves more
when energy moves, and energy often moves with the inflation cycle.
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Higher beta cuts both ways. The same construction that showed a 33.4% trailing gain in high
inflation regimes lost 9.7% in low inflation regimes, while BCOM averaged -4.4% in low
inflation regimes. The pattern across the decade is consistent: the S&P GSCI led when
inflation was elevated and lagged when it was not. That said, as we’ll see later, the S&P
GSClI’s outperformance during high inflation regimes far exceeded relative underperformance

during low inflation regimes. As such, the S&P GSCI has historically exhibited characteristics
associated with inflation hedging.

The Decade in Numbers

We compare the S&P GSCI and BCOM performance in total return terms for the 10-year
period ending May 29, 2026, which was the most recent month-end when this study was
performed. Over the course of the past decade, we’ve encountered periods of especially low
inflation, such as 2020 with the COVID-19 slowdown, or high inflation, like 2021-2022 with the
post-2020 inflation rebound and the start of the Ukraine-Russia conflict in 2021, and periods in
between. Over the full cycle, the S&P GSCI meaningfully outperformed BCOM; however,
relative performance varied within the period based on the type of inflationary regime.

Exhibit 1: S&P GSCI versus BCOM - A Decade of Performance
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Source: S&P Dow Jones Indices LLC (S&P GSCI TR); Bloomberg Index Services Limited (BCOM TR). Data from May 31, 2016, to May 29,

2026. Indices were rebased to 100 on May 31, 2016. Index performance based on total return in USD. Past performance is no guarantee of
future results. Chart is provided for illustrative purposes.

Three features of the performance stand out. First, the COVID-19 demand shock of early 2020
hit the S&P GSCI harder than BCOM in absolute terms; the production-weighted index
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bottomed out in late April 2020 in the mid-50s, compared to BCOM in the mid-70s. Next, the
2021-2022 inflation cycle (including the Russia-Ukraine war) drove the S&P GSCI sharply
higher, roughly doubling from the low-80s to a peak in the high-170s, while BCOM also rose
strongly but less markedly. Finally, the YTD 2026 energy spike linked to the conflict with Iran
has quickly re-opened a wide spread between the two indices in just a few months. Together,
these episodes highlight the relative sensitivity of the S&P GSCI's performance to energy-led

commodity moves. The calendar-year breakdown shows the same pattern with more
granularity (see Exhibit 2).

Exhibit 2: Annual Performance of S&P GSCI versus BCOM and CPI

Performance (%) Year-over-Year

Year Spread (%) Note
S&P GSCI BCOM CPI (%)
2016 1.5 2.8 -1.3 - Partial — Starting May 29, 2016
2017 5.8 1.7 4.1 2.1
2018 -13.8 -11.2 -2.6 1.9 Q4 Qil Slide
2019 17.6 7.7 9.9 2.3
2020 -23.7 -3.1 -20.6 1.4 COVID-19, Negative WTI
2021 40.4 271 13.2 7.0 Post-COVID-19 Inflation
2022 26.0 16.1 9.9 6.5 Russia-Ukraine War Started
2023 -4.3 -7.9 3.6 3.4
2024 9.2 5.4 3.9 29
2025 71 15.8 -8.7 2.7 BCOM Led on Gold and Copper
2026 37.7 25.0 12.6 - Partial — Through End of May

Source: S&P Dow Jones Indices LLC (S&P GSCI TR), Bloomberg Index Services Limited (BCOM TR), U.S. Bureau of Labor Statistics (CPI-U,
not seasonally adjusted). Data from May 29, 2016, to May 29, 2026. Index performance based on total return in USD. Past performance is
no guarantee of future results. Table is provided for illustrative purposes.

Overall, the S&P GSCI outperformed BCOM in 7 of the 11 calendar periods covered (including
partial periods). In general, when the broad commodity cycle was positive, the S&P GSClI’s
higher beta helped it to outperform and act as an inflation hedge.

Inflation Beta: What the Data Show

To calculate the inflation beta for each index, the trailing 12-month performance in total return
terms was computed and regressed on the year-over-year CPI rate using ordinary least
squares. The slope of that regression is the inflation beta. A beta of 5 means that, on average
across the sample, a one percentage-point increase in year-over-year CPl was associated with
five percentage points of additional 12-month total return (see Exhibit 3).
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Exhibit 3: Inflation Beta — Monthly Observations
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Source: S&P Dow Jones Indices LLC (S&P GSCI TR), Bloomberg Index Services Limited (BCOM TR), U.S. Bureau of Labor Statistics (CPI-U,
not seasonally adjusted). Data from May 29, 2017, to May 29, 2026. Index performance based on total return in USD. Past performance is
no guarantee of future results. Charts are provided for illustrative purposes.

Regressing year-over-year total returns on year-over-year CPI shows a fitted beta of 9.09 for
the S&P GSCI (R*= 51.8%) versus 5.50 for BCOM (R? = 42.0%). GSCI’s slope is about 1.65x
steeper, meaning its 12-month return tended to move roughly 65% more (in percentage-point
terms) than BCOM's for each one-point change in year-over-year inflation. Both betas are
clearly positive and each R? is economically meaningful, indicating that both indices have
exhibited inflation-hedging performance over the past decade, with the S&P GSCI exhibiting a
higher sensitivity to inflation.
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The result is not driven by any single inflation episode. Sorting the 109 monthly observations
into inflation regime terciles (periods of low, mid and high CPI) produces the average trailing
12-month performance shown in Exhibit 4.

Exhibit 4: Average Rolling 12-Month Performance by Inflation Regime
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Low CPI Mid CPI High CPI
Inflation Regime

Average Year- Year-over Year Average Performance (%)

Regime over-Year CPI (%) S&P GSCI BCOM GSCI - BCOM (%) Months
Low CPI 1.66 -9.69 —-4.36 -5.34 37
Mid CPI 2.72 7.64 5.12 2.51 36
High CPI 5.79 33.37 21.08 12.29 36

Source: S&P Dow Jones Indices LLC (S&P GSCI TR); Bloomberg Index Services Limited (BCOM TR); U.S. Bureau of Labor Statistics (CPI-U,
not seasonally adjusted). Data as of May 2026. Index performance based on total return in USD. Inflation regimes are defined using terciles
of year-over-year CPI. Monthly observations are grouped into approximately equal-sized buckets. Returns represent average rolling 12-
month total returns. Past performance is no guarantee of future results. Chart and table are provided for illustrative purposes.

As we can see in Exhibit 4, in the high inflation regime (averaging about 5.8% year-over-year
CPI), the S&P GSCI was over 12 percentage points higher than BCOM on average, whereas
in low-inflation periods it lagged by about 5 points—underscoring that the S&P GSCI’s higher

beta led to underperformance when inflation was benign but much larger gains when inflation
was elevated, a trade-off consistent with an index with greater historical sensitivity to inflation.

Why Production Weighting Tracks Inflation

The S&P GSCI weights its constituents by a five-year rolling average of world production. The
weights reflect each commodity's share of global output. BCOM applies caps designed to
enforce diversification: 33% maximum per sector and 15% maximum per individual commodity.
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The announced target weights from the two methodologies produced different target sector
profiles for 2026.

Exhibit 5 compares the target January 2026 rebalancing weights for the S&P GSCI and

BCOM. The most striking contrast is the significantly higher weight to Energy (22.3 percentage
points higher in the S&P GSCI than BCOM). This is driven by the S&P GSCI’s reliance on
production weighting, versus BCOM'’s approach, which includes liquidity and capping.

Exhibit 5: Announced Target Sector Weights for January 2026 Rebalancing
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m S&P GSCI
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0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Weight

Source: S&P Dow Jones Indices LLC; Bloomberg Index Services Limited. Data as of January 2026. Chart is provided for illustrative
purposes.

The link between production weighting and inflation beta is largely mechanical. Energy is the
dominant contributor to variation in headline CPI. While food and shelter carry larger weights
in the CPI basket, neither responds to supply shocks with the same immediacy or magnitude
observed in commodity markets. For instance, when the global oil supply is disrupted, retail
gasoline prices and the front-month futures contracts that underpin commodity indices tend to
move in tandem. An index with roughly half its weight in energy will therefore reflect these
moves more directly than one with a materially lower weight.

The economic logic points in the same direction. Production weighting reflects the proposition
that index weights should mirror the underlying structure of global commodity production and
consumption. Commodities that account for a larger share of global output and trade, most
notably Energy, also play a more central role in the cost structure of the real economy. A
benchmark that weights commodities according to this economic footprint may therefore be
more aligned with the channels through which commodity price shocks feed into inflation.
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Caveats and Conclusions

The implications of production weighting in inflation-sensitive contexts are readily observable,
but higher inflation beta is not a free lunch. The same concentration that produced 33.4%
average trailing performance in high CPI regimes produced -23.7% in 2020 and lagged BCOM
by nearly nine percentage points in 2025. Calendar year 2018 saw a fourth quarter oil slide
that pulled the S&P GSCI down 13.8%, while BCOM fell 11.2%. None of those results should
be a surprise given how the index is constructed. However, the S&P GSCI’s outperformance
in high inflationary periods significantly outpaced its underperformance in low inflationary
periods. This asymmetry is consistent with the characteristics often associated with a broad-
based inflation hedge.

The S&P GSClI's potential role in a strategy reflects its construction. As a broad commodity
benchmark that reflects the real economy footprint, the production-weighted approach may be
more aligned with that. In terms of inflation hedging, the decade of data shows a beta roughly
1.7% higher than a capped-liquidity alternative, with an R? above 51%. If considered as a
diversified commodity benchmark alongside equities and fixed income, the asymmetric payoff
profile—stronger when inflation accelerates and weaker when it does not—could be
complementary.

Methodology choice is a function of mandate. Production weighting generally reflects the
economic basket. In a market environment where inflation remains a central macro risk, that
fidelity is relevant, and the 10 years of data through May 2026 showed how this weighting has
historically played out.
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General Disclaimer

© 2026 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, SPX, SPY, The 500, US 500 , US 30, S&P 100, S&P COMPOSITE 1500,
S&P 400, S&P MIDCAP 400, S&P 600, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, DIVIDEND
MONARCHS, BUYBACK ARISTOCRATS, SELECT SECTOR, S&P MAESTRO, S&P PRISM, GICS, SPIVA, SPDR, INDEXOLOGY, iTraxx,
iBoxx, ABX, ADBI, CDX, CMBX, MBX, MCDX, PRIMEX, HHPI and SOVX are trademarks of S&P Global, Inc. (“S&P Global”) or its affiliates.
DOW JONES, DJIA, THE DOW and DOW JONES INDUSTRIAL AVERAGE are trademarks of Dow Jones Trademark Holdings LLC (“Dow
Jones”). These trademarks together with others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproduction in whole or
in part are prohibited without written permission of S&P Dow Jones Indices LLC. This document does not constitute an offer of services in
jurisdictions where S&P Dow Jones Indices LLC, S&P Global, Dow Jones or their respective affiliates (collectively “S&P Dow Jones Indices”)
do not have the necessary licenses. Except for certain custom index calculation services, all information provided by S&P Dow Jones Indices
is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in
connection with licensing its indices to third parties and providing custom calculation services. Past performance of an index is not an
indication or guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable
instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P
Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide
positive investment returns. Index performance does not reflect trading costs, management fees or expenses. S&P Dow Jones Indices makes
no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any
such investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. S&P
Dow Jones Indices is not an investment adviser, commodity trading advisor, commodity pool operator, broker dealer, fiduciary, promoter” (as
defined in the Investment Company Act of 1940, as amended), “expert” as enumerated within 15 U.S.C. § 77k(a) or tax advisor. Inclusion of a
security, commodity, crypto currency or other asset within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold
such security, commodity, crypto currency or other asset, nor is it considered to be investment advice or commodity trading advice.

These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-
engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the
possibility of such damages.

S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence
and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not
available to other business units. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public
information received in connection with each analytical process.

In addition, S&P Dow Jones Indices provides 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.

This content may have been created with the assistance of an artificial intelligence (Al) tool. While the Al tool may provide suggestions and
insights, the final content was composed, reviewed, edited, and approved by a human at S&P Global. As such, S&P Global claims full
copyright ownership of this Al-assisted content, in accordance with applicable laws and regulations.
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