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Commodities as an asset class have become a standard component of many diversified financial portfolios.
On a global basis, as of June 2006 there was an estimated $95 billion tracking commodity indexes, with 
an estimated $30 billion tracking the Dow Jones–AIG Commodity IndexSM (“DJ-AIGCISM”)1. A significant
amount of this notional exposure is achieved through the use of swaps. The CBOT DJ-AIGCISM Excess
Return futures contract (“DJ-AIG ERSM”) is designed to provide a highly liquid, standardized alternative to
custom over-the-counter transactions on the DJ-AIGCISM. 
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1 Source: AIG Financial Products, Corp. (“AIG-FP”)
2 Source: Dow Jones



The DJ-AIGCISM currently consists of 19 physical commodity futures, grouped into five categories:

Commodity Group: Commodities:

Energy Crude Oil
Heating Oil
Natural Gas
Reformulated Gasoline Blendstock for Oxygen Blending (RBOB)3

Precious Metals Gold
Silver

Industrial Metals Aluminum
Copper
Nickel
Zinc

Livestock Live Cattle
Lean Hogs

Grains Corn 
Soybeans
Soybean Oil
Wheat

Softs Coffee
Cotton
Sugar

Some key features of the DJ-AIG ERSM futures contract are as follows:

• Designed to track the DJ-AIGCISM, which is calculated on an excess return basis

• Cash settles against the official closing settlement price of the DJ-AIGCISM on the 
expiration date4

• Embedded fee that mirrors the mechanics of the over the counter (OTC) commodity
index swap market

• Quarterly expirations in the first calendar year with listed maturities up to five years

The DJ-AIG ERSM futures contract is designed to track the DJ-AIGCISM in a financial vehicle similar to 
those used in the OTC swap market. As a standardized futures contract, intraday trading may also be
enhanced. Each contract will cash settle at maturity against the official close of the underlying DJ-AIGCISM.

2

3 Prior to April 2006, the DJ-AIGCISM referenced the NYMEX New York Harbor Unleaded Gasoline contract. During the April 2006 roll period, the DJ-AIGCISM switched to
the Reformulated Gasoline Blendstock for Oxygen Blending (RBOB) contract.

4 Adjustments to the official settlement price may be necessary if a market disruption event exists on the expiration date. Please see the “Market Disruption” section at
the end of this booklet for a complete description.
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This mechanism should allow the DJ-AIG ERSM futures contract to benefit from the deep liquidity in the 
19 futures markets which comprise the DJ-AIGCISM.  

Additionally, long-dated contract month listings allow market participants to achieve longer term exposure
to the index without the need to roll contracts or trade individual futures. For example, if in September a
trader plans to stay long the DJ-AIGCISM for at least a year, he could buy the second December DJ-AIG
ERSM futures contract, with over a year to expiration. 

Embedded Fee
One feature of the DJ-AIG ERSM futures contract which makes the unique mechanics of this contract 
possible, is the “embedded fee”. This fee mirrors the mechanics of the fees generally charged in the OTC
market and works on a daily accrual basis. On every business day, the holder of a long position in the 
DJ-AIG ERSM futures contract is charged one day’s worth of an annualized fee of 40 basis points. 

Transactions that track the DJ-AIGCISM incorporate an embedded fee in order to cover the costs involved 
in replicating the index. The calculation of the DJ-AIGCISM assumes a periodic roll from nearby expiring
futures contracts to further expiring futures contracts. Rolling the nearby futures is necessary to avoid 
holding contracts into the delivery period. If one attempts to replicate the DJ-AIGCISM using the underlying
futures contracts, this would involve rolling positions several times a year.

In order to cover these costs, transactions that track the DJ-AIGCISM typically embed a fee which accrues
over time. It is this type of fee, common in the commodity index OTC swap market, which is charged 
daily to the long position holder of DJ-AIG ERSM futures contracts. 

The mechanics are as follows: For every DJ-AIG ERSM trading day, the long position holder will be charged
an embedded fee calculated using the following formula:

[Number of Contracts] x $100 x [ER Settlement Price] x [0.0040 / 365] x Days

where “Days” is calculated as the number of calendar days from the current DJ-AIG ERSM trading date to
the next DJ-AIG ERSM trading date.

This 40 basis point annualized fee will be debited from every long position holder’s margin account, 
with every short position holder receiving 10 basis points (annualized) and the remaining 30 basis points 
(annualized) applied to licensing and exchange fees. There is no embedded fee charged to the short 
position holder.
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The following table shows an example of the profit and loss that would be incurred in a futures account that
held a long position with the specified quantity of DJ-AIG ERSM futures contracts as of the indicated close: 

The Dow Jones-AIG Commodity IndexSM Description
The following is a brief description of the Dow Jones – AIG Commodity Index. The complete description 
of the Index is contained in the DJ-AIGCISM Handbook, which is available online at www.djindexes.com, 
following the menu to the DJ-AIG Commodity Index section.

Overview of the Index
The Dow Jones-AIG Commodity IndexSM (“DJ-AIGCISM” or the “Index”) is designed to be a highly liquid 
and diversified benchmark for commodities investments. The Index was created by AIG International 
Inc. (“AIGI”) in 1998. In January 1999, AIGI and Dow Jones & Company, Inc. (“Dow Jones”) entered into 
an agreement to jointly market the Index. Pursuant to such agreement, Dow Jones, in conjunction with 
AIG Financial Products Corp. (“AIG-FP”), as successor in interest to AIGI, calculates the DJ-AIGCISM

(which is calculated on an excess return basis), a total return index based on the DJ-AIGCISM (the 
“DJ-AIGCITRSM”)4 and each of the related indexes and sub-indexes, each in the manner described 
in the DJ-AIGCISM Handbook. 

Date:
DJ-AIG ER 

Settlement *
Contract 

Notional Value Lots Held
Days to Next 
Business Day P&L Fee P&L Net of Fee

* Hypothetical calculated values based on actual historical closing settlement levels of the DJ-AIGCI. Actual DJ-AIG ER futures rounded to 2 decimals.

5/1/2006 178.183           17,818.30$      100           1.00             

5/2/2006 178.796           17,879.60$      100           1.00             6,130.00      (19.59)$    

(19.53)$    (19.53)$    

6,110.41$       

5/3/2006 177.013           17,701.30$      100           1.00             (17,830.00)  (19.40)$     (17,849.40)$    

5/4/2006 177.634           17,763.40$      100           1.00             6,210.00      (19.47)$     6,190.53$       
5/5/2006 178.907           17,890.70$      100           3.00             12,730.00    (58.82)$     12,671.18$     

5/8/2006 178.138           17,813.80$      100           1.00             (7,690.00)    (19.52)$     (7,709.52)$      
5/9/2006 180.895           18,089.50$      100           1.00             27,570.00    (19.82)$     27,550.18$     

5/10/2006 183.996           18,399.60$      100           1.00             31,010.00    (20.16)$     30,989.84$     

5/11/2006 187.628           18,762.80$      100           1.00             36,320.00    (20.56)$     36,299.44$     

5/12/2006 185.293           18,529.30$      100           3.00             (23,350.00)  (60.92)$     (23,410.92)$    

5/15/2006 179.812           17,981.20$      100           1.00             (54,810.00)  (19.71)$     (54,829.71)$    

5/16/2006 180.959           18,095.90$      100           1.00             11,470.00    (19.83)$     11,450.17$     

5/17/2006

4 The DJ-AIGCISM, DJ-AIGCISMTR and related indexes and sub-indexes are currently published daily on Reuters® Page AIGCI1.



Commodity futures are claims on actual goods whose prices generally rise with inflation over time. 
Not surprisingly then, an index based on commodity futures can be expected to provide a hedge during
periods of rising inflation. Commodities have historically performed quite differently from both stocks and
bonds and have, in certain periods, provided higher returns. The historical volatility of the DJ-AIGCISM

generally falls between the volatilities of stock and bond indexes5.

An expanding volume of academic research over the past decade has demonstrated the potential benefits
of commodities in a diversified financial portfolio6. The principal potential benefits include:

• Positive returns over time

• Low correlation with stocks and bonds

In addition, the DJ-AIGCISM provides broad-based exposure to commodities as an asset class, since no 
single commodity or commodity sector dominates the Index. Rather than being driven by micro-economic
events affecting one commodity market or sector, the diversified commodity exposure of the DJ-AIGCISM

potentially reduces volatility in comparison to non-diversified commodity baskets. 

Construction of the DJ-AIGCISM

The value of the Index is computed on the basis of hypothetical investments in the basket of commodities
that make up the Index. The Index embodies four main principles in its design: 

• Economic Significance

• Diversification

• Continuity

• Liquidity

(1) Economic Significance

A commodity index should fairly represent the importance of a diversified group of commodities to 
the world economy. To achieve a fair representation, the DJ-AIGCISM uses both liquidity data and U.S. 
dollar-weighted production data in determining the relative quantities of included commodities.

The DJ-AIGCISM primarily relies on liquidity data, or the relative amount of trading activity of a particular
commodity, as an important indicator of the value placed on that commodity by financial and physical 
market participants. The DJ-AIGCISM also relies on production data as a useful measure of the importance
of a commodity to the world economy. Production data alone, however, may underestimate the economic
significance of storable commodities (e.g., gold) at the expense of relatively non-storable commodities 

5

5 Historical performance does not guarantee future results
6 See, e.g., Rouwenhorst, K. Geert and Gorton, Gary B., Facts and Fantasies about Commodity Futures (February 28, 2005). Yale ICF Working Paper No. 04-20. 

http://ssrn.com/abstract=560042 , Ankrim, E. and Hensel C., Commodities in Asset Allocation:  A Real-Asset Alternative to Real Estate, Financial Analysts Journal 
(May/June 1993), 20-29; Froot, K., Hedging Portfolios with Real Assets, Journal of Portfolio Management (Summer 1995), 60-77; Huberman, G., The Desirability of 
Investment in Commodities via Commodities Futures, Derivatives Quarterly (Fall 1995), 67.
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(e.g., live cattle). Production data alone may also underestimate the investment value that financial market
participants place on certain commodities, and/or the amount of commercial activity that is centered on
various commodities. Accordingly, production statistics alone do not necessarily provide as accurate a
blueprint of economic importance as the pronouncements of the markets themselves. The DJ-AIGCISM

thus relies on data that is both endogenous to the futures markets (liquidity) and exogenous to the futures
markets (production) in determining relative weightings. 

Gold clearly illustrates the potential shortcomings of exclusive reliance on production data and the greater
balance provided by reliance on liquidity data. Since time immemorial, gold has played a unique role in the
world of commodities, which is not effectively captured by current production data. For example, although
only 2,590 metric tons of gold were produced in 2003, approximately 31,800 metric tons were held as 
official government reserves. Of the approximately 145,000 metric tons of gold mined since the dawn 
of recorded history, approximately 85%, 123,000 metric tons, is still held by central banks and by 
non-governmental entities in bullion, coin, and jewelry form7. 

Based on this data, a production-based ranking of commodities would result in a relatively low weight of
approximately 2.5% for gold. Conversely, a relatively non-storable commodity, such as live cattle, would
receive an approximate weighting of 9% under a production-based ranking. This 4:1 ratio of live cattle to
gold may not appropriately reflect the relative economic significance of the two commodities. For example,
a doubling of the price of gold may be a more significant global economic event than a 25% increase in 
the price of live cattle, yet the two events would have a nearly identical impact on a production-weighted
index. Primary reliance on liquidity data as a weighting measure reduces this type of distortion.

(2) Diversification

A second major goal of the DJ-AIGCISM is to provide diversified exposure to commodities as an asset 
class. Disproportionate weighting of any particular commodity or sector increases volatility and negates 
the concept of a broad-based commodity index. Instead of diversified commodities exposure, the investor
is unduly subjected to micro-economic shocks in one commodity or sector.

The following diversification rules have been established and are applied annually:

• No single commodity (e.g., natural gas or silver) may constitute over 15% of the Index.

• No single commodity, together with its derivatives (e.g., crude oil, together with heating
oil and unleaded gas), may constitute more than 25% of the Index.

• No related group of commodities (e.g., energy, precious metals, livestock or grains)
may constitute more than 33% of the Index. 

• No single commodity (e.g., natural gas or silver) may constitute less than 2% of 
the Index. 

7 2003 Minerals Yearbook Volume I, United States Department of the Interior, Page 32.1. 
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The last rule helps to increase the diversification of the Index, by giving even the smallest commodity 
within the basket a reasonably significant weight.

Using the above rules, the DJ-AIGCISM is re-balanced annually on a price-percentage basis in order to 
maintain diversified commodities exposure over time. 

(3) Continuity

A third goal of the DJ-AIGCISM is to be responsive to the changing nature of commodity markets 
in a manner that does not completely reshape the character of the Index from year to year. The 
DJ-AIGCISM is intended to provide a stable benchmark, so that end-users may be reasonably confident 
that historical performance data (including such diverse measures as correlation, spot yield, roll yield 
and volatility) is based on a structure that bears some resemblance to both the current and future 
composition of the Index. Several Index features, including annual re-balancing, five year averaging 
of liquidity and production data, and the diversification rules set forth above, should allow for a smooth
response to future market developments.

(4) Liquidity

Another goal of the DJ-AIGCISM is to provide a highly liquid index, suitable for institutional investment. The
explicit inclusion of liquidity as a weighting factor helps to ensure that the DJ-AIGCISM can accommodate
substantial investment flows. The liquidity of an index not only affects transaction costs associated with 
current investments, but may also affect the reliability of historical price performance data. That is, to 
the extent that market inefficiencies may result from substantial inflows of investment capital, these 
inefficiencies — and corresponding distortions in index performance — will be minimized by weighting 
distributions which more closely mirror actual liquidity in the markets.

(5) Summary

The following chart and table illustrate the target weights of the DJ-AIGCISM for 2006, based on the 
principles described above. It should be noted that no single commodity or group dominates the Index,
creating a truly diversified commodities benchmark. 
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The Dow Jones - AIG Commodity Index 
2006 Target Weights

Petroleum 20.7%

Natural Gas 12.3%

Livestock 10.4%

Grains 18.4%

Vegetable Oils 2.8%

Industrial Metals 18.1%

Precious Metals 8.2%

Softs 9.1%
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The Dow Jones - AIG Commodity IndexSM 2007 Commodity Index Percentages

Natural Gas 12.546191%
Crude Oil 12.723561%
Unleaded Gas (RBOB) 3.940958%
Heating Oil 3.789289%
Live Cattle 6.141286%
Lean Hogs 3.013524%
Wheat 4.715495%
Corn 5.627129%
Soybeans 7.747790%
Soybean Oil 2.845646%
Aluminum 6.803820%
Copper 6.187758%
Zinc 2.798069%
Nickel 2.715318%
Gold 6.825901%
Silver 2.288179%
Sugar 3.122271%
Cotton 3.146094%
Coffee 3.021718%

[Note:  These target weights will take effect January 2007.]
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Salient Features for CBOT Dow Jones–AIG Commodity IndexSM Excess Return Futures

ä Trading Unit $100 times the Dow Jones – AIG Commodity IndexSM (“DJ-AIGCISM”)

ä Price Quote Points ($100)

ä Tick Size 0.1 point ($10 per contract)

ä Daily Price Limit No limit

ä Contract Months March, June, September, December (The first 4 quarterly contracts listed at all times,

thereafter a December contract is listed such that there is always a total of 5 December 

contracts outstanding).

ä Last Trading Day The 3rd Wednesday of the contract month

ä Final Settlement Day The 3rd Wednesday of the contract month

ä Final Settlement Cash settlement on the final settlement day. The final settlement value is $100 times 

the settlement price of the DJ-AIGCISM. 9

ä Embedded Fee 40 basis points per annum, paid daily on an actual/365 day count basis. The fee will be 

debited from every long position holder’s margin account, with every short position holder

receiving 10 basis points (annualized) and the remaining 30 basis points (annualized) applied

to licensing and exchange fees. There is no embedded fee charged to the short position.

ä Trading Hours 8:15 a.m. – 1:30 p.m. Chicago time

ä Trading Platform e-cbot®

ä Ticker Symbol ER

9 Adjustments to the official settlement price may be necessary if a market disruption event exists on the expiration date. Please see the “Market Disruption” section at
the end of this booklet for a complete description.
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Market Disruption Event
If a component contract’s settlement price on the final settlement day is unavailable because of an unanticipated and/or unannounced closure of the
exchange that lists the component contract or suspension of trading in such component contract, then the price of such component contract to be
used in calculating the final settlement price shall be the next available settlement price.

If the settlement price of a component contract is a limit bid or offer on the final settlement day, then that contract’s contribution to the final settlement
price may be deferred up to ten business days.  In the event that a component contract’s settlement price is a limit bid or offer on the final settlement
day, the price to be used is the first settlement price after the final settlement day that is not a limit bid or offer.  If the settlement price is a limit bid or
offer for ten consecutive business days following the final settlement day, the contract’s settlement price on such tenth consecutive business day shall
be used as the contract’s contribution to the final settlement price.

Additional Information
The DJ-AIG ERSM are not sponsored, endorsed, sold or promoted by Dow Jones & Company, Inc. (“Dow Jones”), American International Group, Inc.
(“American International Group”), AIG Financial Products Corp. (“AIG-FP”) or any of their subsidiaries or affiliates. None of Dow Jones, American
International Group, AIG-FP or any of their subsidiaries or affiliates makes any representation or warranty, express or implied, to the owners of or 
counterparts to the DJ-AIG ERSM or any member of the public regarding the advisability of investing in securities or commodities generally or in the 
DJ-AIG ERSM particularly. The only relationship of Dow Jones, American International Group, AIG-FP or any of their subsidiaries or affiliates to CBOT is
the licensing of certain trademarks, trade names and service marks and of the DJ-AIGCISM, which is determined, composed and calculated by Dow
Jones in conjunction with AIG-FP without regard to CBOT or the DJ-AIG ERSM. Dow Jones and AIG-FP have no obligation to take the needs of CBOT
or the owners of the DJ-AIG ERSM into consideration in determining, composing or calculating DJ-AIGCISM. None of Dow Jones, American International
Group, AIG-FP or any of their respective subsidiaries or affiliates is responsible for or has participated in the determination of the timing of, prices at, or
quantities of the DJ-AIG ERSM to be issued or in the determination or calculation of the equation by which the DJ-AIG ERSM are to be converted into
cash. None of Dow Jones, American International Group, AIG-FP or any of their subsidiaries or affiliates shall have any obligation or liability, including,
without limitation, to DJ-AIG ERSM customers, in connection with the administration, marketing or trading of the DJ-AIG ERSM. Notwithstanding the 
foregoing, AIG-FP, American International Group and their respective subsidiaries and affiliates may independently issue and/or sponsor financial 
products unrelated to the DJ-AIG ERSM currently being issued by Licensee, but which may be similar to and competitive with the DJ-AIG ERSM. In 
addition, American International Group, AIG-FP and their subsidiaries and affiliates actively trade commodities, commodity indexes and commodity
futures (including the Dow Jones-AIG Commodity IndexSM and Dow Jones-AIG Commodity Index Total ReturnSM), as well as swaps, options and 
derivatives which are linked to the performance of such commodities, commodity indexes and commodity futures. It is possible that this trading 
activity will affect the value of the Dow Jones-AIG Commodity IndexSM, and DJ-AIG ERSM.

The Reference Guide relates only to the DJ-AIG ERSM and does not relate to the exchange-traded physical commodities underlying any of the Dow
Jones-AIG Commodity IndexSM components. Purchasers of the DJ-AIG ERSM should not conclude that the inclusion of a futures contract in the Dow
Jones-AIG Commodity IndexSM is any form of investment recommendation of the futures contract or the underlying exchange-traded physical 
commodity by Dow Jones, American International Group, AIG-FP or any of their subsidiaries or affiliates. The information in the Reference Guide
regarding the Dow Jones-AIG Commodity IndexSM components has been derived solely from publicly available documents. None of Dow Jones,
American International Group, AIG-FP or any of their subsidiaries or affiliates has made any due diligence inquiries with respect to the Dow Jones-AIG
Commodity IndexSM components in connection with DJ-AIG ERSM. None of Dow Jones, American International Group, AIG-FP or any of their 
subsidiaries or affiliates makes any representation that these publicly available documents or any other publicly available information regarding the 
Dow Jones-AIG Commodity IndexSM components, including without limitation a description of factors that affect the prices of such components, 
are accurate or complete. 

None of Dow Jones, American International Group, AIG-FP or any of their subsidiaries or affiliates guarantees the accuracy and/or the completeness 
of the Dow Jones-AIG CommoditySM or any data included therein and none of Dow Jones, American International Group, AIG-FP or any of their 
subsidiaries or any data included therein and none of Dow Jones, American International Group, AIG-FP or any of their subsidiaries or affiliates shall
have any liability for any errors, omissions, or interruptions therein. None of Dow Jones, American International Group, AIG-FP or any of their 
subsidiaries or affiliates makes any warranty, express or implied, as to results to be obtained by CBOT, owners of the DJ-AIG ERSM, or any other 
person or entity from the use of the Dow Jones-AIG Commodity IndexSM or any data included therein. Non of Dow Jones, American International 
Group, AIG-FP or any of their subsidiaries or affiliates makes any express or implied warranties, and expressly disclaims all warranties of 
merchantability or fitness for a particular purpose or use with respect to the Dow Jones-AIG Commodity IndexSM or any data included therein. Without
limiting any of the foregoing, in no event shall Dow Jones, American International Group, AIG-FP or any of their subsidiaries or affiliates have any liability
for any lost profits or indirect, punitive, special or consequential damages or losses, even if notified of the possibility thereof. There are no third party
beneficiaries of any agreements or arrangements among Dow Jones, AIG-FP and CBOT, other than American International Group and its affiliates. 

“Dow Jones,” “AIG®” “Dow Jones-AIG Commodity IndexSM,” and “DJ-AIGCISM” are service marks of Dow Jones & Company, Inc. and American
International Group, Inc. (“American International Group”), as the case may be, and have been licensed for use for certain purposes by CBOT. CBOT’s
DJ-AIG ERSM based on the DJ-AIGCISM, are not sponsored, endorsed, sold or promoted by Dow Jones, AIG Financial Products Corp. (“AIG-FP”),
American International Group, or any of their respective subsidiaries or affiliates, and none of Dow Jones, AIG-FP, American International Group, 
or any of their respective subsidiaries or affiliates, makes any representation regarding the advisability of investing in such product(s).
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Notes
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