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In recent years, commodity investing has moved from being exotic to commonplace. 
The benefi ts being sought typically include diversifi cation and protection against infl ation. 
However, individual investors face signifi cant risks and volatility when investing in this 
asset class. 

The problem is compounded by the weaknesses of most mainstream commodity 
benchmarks. Material concentrations exist at the individual commodity and sector levels.  
Furthermore, the construction rules are so explicit that more experienced 
investors exploit the recognizable buying and selling patterns of indexed money to the 
detriment of the end investor.

The Eaton Vance Structured Commodity strategy follows a rules-based investment 
process developed by Parametric, a leader in structured portfolio management. 
Parametric has more than 20 years’ experience specializing in global asset management 
and has more than $30 billion in total assets under management. 

Parametric’s investment philosophy is based on mathematical principles of diversifi cation, 
compounded growth, and volatility capture. The strategy seeks to add value through 
portfolio construction and rebalancing among individual commodities, while maintaining 
the diversifying and infl ation fi ghting characteristics which make the asset class 
so appealing. 

Timothy Atwill, CFA, PhD, FCAS
Senior Research Analyst

STRUCTURED COMMODITY:
A Disciplined Approach to Commodity Investing

THE PARAMETRIC APPROACH

1.  Avoid Concentration 2.  Systematic Rebalancing 3.  Reduce Frictional Costs

Create commodity target 

weights that avoid 

concentration risk at the 

contract and sector level:

• Target weights are 

calculated using a 

mathematical rule that 

avoids the concentrations 

present in many 

benchmarks.

• Duplicative or highly 

correlated commodities 

are removed.

• Diversification across 

commodity sectors (e.g. 

energy, grains, precious 

metals) allows exposure 

to future price increases 

regardless of where they 

originate.

As commodity and sector 

concentrations build up, 

rebalance:

• The amount of “rebalancing 

alpha” captured depends on 

the correlation and volatility 

of the underlying assets.

• Rebalancing exploits 

the tremendous volatility 

of commodities by 

systematically selling 

when prices go up and 

buying when they go down.

• Low correlations between 

commodities increases 

potential rebalancing 

opportunities.

Trade commodity portfolios 

efficiently, reflecting the unique 

nature of this market :

• Rebalancing triggers are 

set sufficiently wide to 

avoid excessive trading 

costs.

• Construct trading rules 

which take advantage 

of passive mandates, 

but which are flexible 

enough to avoid prediction 

by third parties.

• Rolling of positions provides 

a “free” opportunity to 

rebalance to target weights.

INVESTMENT STRATEGY:

• Seeks to avoid the concentrations 
that occur in mainstream commodity 
indices by investing broadly across 
commodity types and sectors.  

• Maintains target weightings and 
allocation through regular rebalancing, 
in order to get a broad, long-only 
representation of all commodity sectors.

• Remains aware of implicit and explicit 
trading costs, so the benefi ts of the 
commodity asset class accrue to 
the investor.

ABOUT PARAMETRIC:

• Investment advisor based in Seattle, 
Washington

• Leader in structured portfolio 
management

• More than 20 years’ experience 
specializing in structured portfolio 
management

• 92% ownership by Eaton Vance Corp

Parametric
1151 Fairview Avenue N.
Seattle, WA 98109
T 206 694 5575
F 206 694 5581
www.parametricportfolio.com
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DISCLOSURES

This information is intended solely to report on investment strategies and opportunities identified by Parametric 
Portfolio Associates. Opinions and estimates offered constitute our judgment and are subject to change without 
notice, as are statements of financial market trends, which are based on current market conditions. We believe 
the information provided here is reliable, but do not warrant its accuracy or completeness. This material is not 
intended as an offer or solicitation for the purchase or sale of any financial instrument. References to specific 
securities and their issuers are for illustrative purposes only and are not intended to be, and should not be 
interpreted as, recommendations to purchase or sell such securities. Please note that investments in foreign 
securities and markets pose different and possibly greater risk than those customarily associated with domestic 
securities, including currency fluctuations, foreign taxes and political and economic instability.

Performance returns are calculated in U.S. dollars and include the reinvestment of distributions. Performance 
returns are gross of transaction costs, management fees, custody charges, taxes and other indirect expenses. 
If included, the results shown would have been lower. Past performance does not predict future results.

The information shown is believed to be reliable but not guaranteed. The performance shown does not represent 
the results that any investor actually attained. The information is based, in part, on hypothetical assumptions. 
No representation or warranty is made as to the reasonableness of the assumptions made or that all of the 
assumptions used in achieving the returns have been stated or fully considered. Hypothetical results have many 
limitations and no representations is made that any account will or is likely to profit similar to those shown. Actual 
performance results will differ and will differ substantially, from this hypothetical performance. Changes in the 
assumptions may have a material impact on the hypothetical returns presented. Performance for backtested 
data does not represent the results of actual trading, but was achieved by means of retroactive application 
of a model designed with the benefit of hindsight. Results may not reflect the impact that material 
economic and market factors might have had on Parametric’s decision-making if Parametric were actually managing 
client assets.  

The views and strategies described may not be suitable for all investors. This material has been prepared for 
informational purposes only, and is not intended to provide, and should not be relied on for, accounting, legal 
or tax advice. You should consult your tax or legal advisor regarding such matters. Please contact your account 
manager for further information.  

Parametric does not provide legal, tax and/or accounting advice. Clients should consult with and rely solely on 
their own advisors, who are familiar with the specifics of their situation, prior to entering into any transaction 
described herein.


