Investment Case for Natural Resources Dividend Income
Executive Summary
In October 2020, Goldman Sachs proposed that commodities, spurred in part by pandemic-related
supply chain constraints, were entering a supercycle that could last years and possibly a decade.1
Other asset management firms sharing this viewpoint include: JP Morgan, Schroders, and Citi.
Several years of declining investment in major commodity markets like oil and industrial metals,
were compounded by the COVID pandemic, and have been prolonged by ESG (environmental,
social, and governance) concerns. 2 The invasion of Ukraine by Russia in March of 2022 has further
accelerated the supercycle in commodities, creating the biggest upheaval for commodity markets
since 1973.3 While the 1973 crisis was created by a Middle East oil embargo, the current situation is
not just a shock to oil supply, but includes almost every single commodity from grains, oil, gas, and
metals to minerals. In the current inflationary environment of high energy and commodity prices,
natural resource and commodity-related equities find themselves in the “golden age” of free cash
flow. Because these companies are not spending money on immediate capacity, balance sheets
have become debt free, and free cash flow is being returned to shareholders in the form of 1)
increasing fixed dividends, 2) high variable or special dividends, and 3) share repurchases. Our
index approach offers the potential for “inflation proof” income and increased shareholder yield. The
index is also a play on the energy transition theme from “old energy” to “new energy,” providing
diversified exposure to both legacy fossil fuel companies AND the companies producing the new
critical commodities and materials essential for the global transition to clean energy. The index
holdings generate dividend yield-weighted global income, not subject to foreign tax withholding for
U.S. investors.
In this paper, we aim to explore:
•

The case for dividend investing and a history of S&P 500 dividends,

•

The macroeconomic dynamics behind the commodity supercycle thesis,

•

How owning companies in natural resource, commodity-related industries, can
generate high levels of inflation-proof income and total return that is also aligned with
the energy transition theme, and

•

The unique value proposition and construction behind the EQM Natural Resources
Dividend Income Index relative to its peers.

1 Brian Wingfield and Francine Lacqua, Bloomberg, January 6, 2022.
2 Bloomberg, The Next Commodity Supercycle?, March 16, 2021.
3 Goldman Sachs, The Invasion of Ukraine is Accelerating the Supercycle in Commodities, March 17, 2022.
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History of Dividend Investing
In addition to the lingering impacts of a global pandemic, markets have had to contend with the
impact of inflation, rising interest rates, and escalating geopolitical tensions. Looking at asset class
performance through the first half of 2022, the S&P 500 High Dividend category has been one of
the positive outliers, down only 2.6%. And of course, Commodities, as represented by the
Bloomberg Commodity Index, were up 18.4%. Physical commodities do not pay dividends, but
natural resource, commodity-producer equities do.

Source: Bloomberg, as of 6/30/22 (NASDAQ Composite Index, Euro Stoxx 50 PR EUR, SPY, SPYD, IEF, Bloomberg US Corp High
Yield TR, Bloomberg U.S. Agg TR, EDD, Bloomberg Commodity Index TR)

Looking at the top holdings of the S&P 500 High Dividend Index, the top five holdings are in Energy
or Energy-related industries, which is not surprising given investor appetite for “inflation proof” yield
in a rising-rate environment which has produced the worst bond market performance in 40 years.
Dividend-paying stocks, an old stalwart of income investors, have been better positioned in the
current market environment, offering a combination of reasonable valuations, limited interest rate
sensitivity, and lower volatility.
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However, the 12-month yield of the “so-called” S&P 500 High Dividend Index is only 3.8% (as of
7/27/22). With June inflation levels as measured by the Consumer Price Index (CPI) at 9.1% 4, that
still makes for a huge negative real return.
During the period between 1900 and 1960, the annual dividend for the S&P 500 never fell below
3%. But in the last decades, the average dividend for the S&P 500 Index between 1961 and 2021
has been only 2.88%, and today it sits at a mere 1.57%.

Source: multpl.com

Interest rates have been rising, but the 30-year Treasury bond still sits at only 3%. It is no wonder
than investors are hungry and desperate for sources of yield that will keep up with inflation. In
source of a solution for this problem, the idea for our natural resource dividend income index was
born.

4 Bureau of Labor Statistics, July 18, 2022.
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The Dynamics Behind the Commodity Supercycle Thesis
A commodity price supercycle is an extended period of time during which commodity prices are
above historical norms. There have been two occasions in the past 50 years coined “commodity
supercycles” – the end of the Bretton Woods system in the early 1970s, which ended in the collapse
of oil prices in 1986; and the period from 2001 to 2014 fueled by rapid growth in demand from
China, the U.S. shale boom, and post global financial crisis (GFC) stimulus.

Bloomberg Commodity Index, 1965-present

Source: BloombergNEF. Note: Iron ore and steel are not part of the BCOM Index. 5

In October of 2020, Goldman Sachs came out with a prediction that
commodities, spurred in part by pandemic-related supply chain
constraints, were entering a supercycle that could last years and
possibly a decade. Other asset management firms such as JP
Morgan, Citi, and Schroders also share that viewpoint. At the core of
its thesis is not only a structural decline of supply across the entire
commodity complex, but also a structural rise in demand, creating
the conditions for a commodity supercycle with multi-year potential.

Goldman Sachs
predicts we are just
in the “first inning
of a multi-year
potentially decadelong commodities
super cycle.”

The energy and metals markets have been boosted by an upturn in demand aligned with the energy
transition from “old energy” to forms of “new energy” which are more environmentally, carbon
friendly. In November 2021, Jeff Currie, Global Head of Commodities Research at Goldman Sachs,
reiterated we are just in the “first inning of a multi-year potentially decade-long commodities
supercycle.”
5

Bloomberg, The Next Commodity Supercycle?, March 16, 2021.
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Years of Underinvestment, Prolonged by ESG
Further bolstering the commodity supercycle thesis is the redirection of capital over the last five
years, in part due to poor past returns, from old economy exploits such as energy and mining,
towards clean and renewable energy endeavors.
Big oil spending is half that of 2013, the last time when crude oil prices topped $100. And with the
writing on the wall regarding the future potential for fossil fuels, energy companies are increasingly
reluctant to allocate capital toward new exploration and production. This explains why, even in a
rising commodity price environment, energy and mining companies are reluctant to commit capital.
As Schroder’s fund manager James Luke explains,
“Commodity investments, particularly in the energy and the
metal space, are very long-cycle, essentially involve an
investment of 15 to 20 years. Most observers and government
officials are telling you that oil demand is going to collapse in
five years as the world transitions to clean energy. Why would
you want to make multi-billion-dollar investments into
something which could well be a stranded asset less than
halfway through the life of the asset?”6

“Commodity
investments, particularly
in the energy and the
metal space, are very
long-cycle, essentially
involve an investment of
15 to 20 years.”

Source: Bloomberg data
Note: Full-year 2022 figures are companies’ guidance

6

Valentina Romeo, Q&A: Are we heading towards a commodity super-cycle?, Schroders, 6/10/2022.
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Only in the Middle East, among national oil companies (NOCs) in Saudi Arabia and the U.A.E., is
there capital investment in traditional oil and gas activities. Having been burned in past “boom bust”
cycles and faced with the long-term secular decline in fossil fuels related to the energy transition
and ESG regulatory headwinds, energy companies have little interest in capital investment.

There are currently a wide range of investment strategies across different parts
of the oil and gas industry; only in the Middle East NOCs
planning to spend more in 2022 than in 2019

Source IEA
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Green Infrastructure Boom
Bloomberg New Energy Finance estimates that $800 billion out of over $12 trillion in post-pandemic
fiscal stimulus is specifically targeted toward “greener” forms of energy.7 As seen in the map below
provided by the International Council on Clean Transportation, world governments are phasing out
the sale of internal combustion engine (ICE) vehicles in order to meet their net-zero carbon
emission goals.

Source: theicct.org
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Bloomberg, The Next Commodity Supercycle?, March 16, 2021.
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Oil companies see the writing on the wall and are reluctant to invest back in themselves. And, up
until recently, external fund allocations to the energy sector have also been in prolonged decline. In
the period between 2010-2015, the average allocation to energy was 10.6%. That has now dropped
to 3.1% as seen in the chart below.

Fund Allocations to Energy Have Steadily Declined in Recent Years 8

Source: JP Morgan Quantitative and Derivatives Strategy, EPFP

Similar to what’s happened in energy, the mining industry has also been starved of investment, both
inside and out. There has been a lack of investment from outside as ESG guidelines prevent
outside capital from being allocated to the mining sector. Ironically, a decarbonized future requires
metals like copper, tin, silver, lithium, cobalt, palladium, platinum, nickel, manganese, and rare
earths.
And, also similar to energy, the industry is still wary of investment itself. It still has memories of
2013-2014, when mining had, as metals analyst, Nicholas Snowden of Goldman Sachs puts it, a
“near-death experience”. This near-death experience followed the boom of the 2000s, aka the last
commodity supercycle, when it seemed that metals and energy prices could only go higher, driven
by insatiable demand from China for natural resources and the money printing post-2008 global
financial crisis period, which boosted asset inflation.9
8 Overheard in the Long Room: the new commodity supercycles, Financial Times, February 16, 2021.
9 Dominic Frisby, The natural resources industry is in a tight spot – which is bad news for the rest of us, MoneyWeek, June 20,
2022.
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Implications of the Invasion of Ukraine
The invasion of Ukraine by Russia in March of 2022 has further accelerated the supercycle in
commodities, creating the biggest upheaval for commodity markets since 1973. While the 1973
crisis was created by a Middle East oil embargo, the current situation is not just a shock to oil
prices, but includes almost every single commodity from grains, oil, gas, and metals to minerals.
The war in Ukraine is likely to have longer-term consequences for global commodity markets as
well. Numerous countries, including EU members, are undertaking measures to reduce their
reliance on imports.
Return of Inflation, Fear of Recession
Another factor spurring commodity prices has been rising inflation. Inflation and commodity prices
are highly correlated, broadly moving in lock step with each other as seen below, comparing the
Bloomberg Commodity Index and the 10-year breakeven – the difference in yield between the 10year treasury and an inflation-protected 10-year treasury. The chart contrasts the daily closing
values for the commodity index versus the 200-day moving average for the breakeven rate.10

Central bank policies to curb inflation, COVID lockdowns and negative growth in China, and the fear
of recession are all risks to the commodity supercycle thesis. Many commodity prices for items such
as oil, wheat, and copper have declined recently on recessionary fears. A weaker economy, in
theory, would curb demand, but as previously mentioned, the longer-term supply-demand dynamics
continue to support the commodity supercycle thesis.
10

Bloomberg, The Next Commodity Supercycle?, March 16, 2021.
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Compelling Case for Owning Natural Resource and CommodityRelated Equities
Cash Flow Monsters
Thanks to higher commodity prices associated with the post-pandemic recovery and the Russian
invasion of Ukraine, companies in the energy and materials sectors have raised their commodity
price assumptions. For example, UK supermajor Shell recently announced it was reversing $3.5$4.5 billion in writedowns due to higher price assumptions for oil and gas. Coming into the year, its
price assumption for Brent crude oil was $60 per barrel from 2023, 2024, and 2025, and $65 per
barrel over the longer term. As of the end of July, those assumptions have now been raised to $80
per barrel for 2023, $70 per barrel for 2024, and remain at $65 beyond that.11 But the current price
reality, is that Brent crude oil sits at $100 per barrel.
This is typical of companies in the energy and materials sectors right now, and natural resource and
commodity-related producer companies are becoming “cash flow monsters”.
Facing the prospects of a long-term decline in demand for oil and gas, concerns about climate
change, and the push to renewable energy, energy companies are taking their profits and rather
than using that money to drill new wells are sending cash back to investors, doing one or a
combination of three things:
1) paying down debt,
2) repurchasing shares, enhancing shareholder yield,
3) increasing their fixed dividends or paying special or variable dividends.
Declining Debt Levels
Record profits have provided companies the opportunity to pay down debt, with global corporate
debt declining -1.9% over the last 12 months according to Janus Henderson. This marks the first
period of global corporate debt decline since 2015, and the trend is expected to continue.
Elevated energy prices and a strong year-over-year $412bn USD operating profit rebound saw the
global energy sector deliver the largest net debt decline. The strong year allowed the sector to
achieve a -$155bn USD debt decline, wiping out the additional borrowing taken on during FY20 and
FY21. Global energy closed out last year with the sector’s lowest leverage level since 2014.

11

Rob Watts, Shell reverses up to $4.5 billion in writedowns on stronger oil price outlook, Upstream Online, July 7, 2022.
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Elevated cash flows also allowed the mining sector to reduce its global debt by almost 25% yearover-year.12
While both the energy and mining sectors were able to pay down debt in the year past, utilities
reported a large increase in debt levels amid pressures in the energy market and necessary
investment to support the energy transition.
Going forward, both the energy and mining sectors remain cash flow generative, which should
support continued debt reduction and the return of capital to shareholders.
Share Repurchase
Share repurchase is another method of returning value to shareholders. Energy company majors
have been buying back shares at record levels. Oil giants BP, Chevron, Exxon Mobil, Shell and
TotalEnergies, are on track to spend $20 billion in buybacks in the first half of the year.13

Supermajors set to buy back shares at record levels

Source: Bernstein, Financial Times

12
13

Danielle Austin, Global Corporate Debt is Shrinking, FNArena, July 13, 2022.
Isabella Simonetti, Oil giants are pumping billions of dollars into buying their own shares, New York Times, July 29, 2022.
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Supercharged share purchase

Source: RBC Capital Markets, Financial Times14

Paying Dividends
According to Morningstar, energy sector dividends are the fastest growing dividend segment,
growing faster than any other part of the U.S. equity market. Since 2018, the average dollar amount
of dividends among energy companies has grown by over 50%. That’s up from just 5% growth for
the prior three years. And since 2016, energy companies’ dividend amounts are up 80% for the fiveyear period.15
One of the new dividend options that energy companies are employing are variable dividends. For
companies that are facing a host of uncertainty such as long-term demand, oversupply, and
pleasing a shareholder base that wants both dividends AND plans for decarbonization, variable
dividends have emerged as a nice compromise solution. Variable dividends allow companies to
temporarily increase the size of their payments while cash flows are high without going into debt or
cutting their dividends when cash flows are lower.
Looking at the company example below for Brazilian miner Vale, you can see how a combination of
share buybacks, extraordinary dividends, and ordinary dividends resulted in a 95% payout of free
cash flow returned to shareholders, equating to a shareholder yield of 19% in 2021.

14
15

Charts from Bernstein and RBC Capital Markets as reported by the Financial Times in The Daily Shot, May 4, 2022.
Lauren Solberg, Why Energy Stocks Are Gushing High Dividends, Morningstar, February 9, 2022.
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Cheap Valuation
Despite the year-to-date run-up in commodity prices, valuation spreads remain quite reasonable on
a historical basis. Looking at valuation spreads comparing the GSCI Commodity Index vs. the S&P
500 Index, the ratio of commodity prices to the market has ticked up but remains low.

Valuation Spreads – Commodity Prices in Context 16

Source: Federal Reserve St. Louis, Incrementum AG

16

Incrementum, In Gold We Trust report, https://ingoldwetrust.report/chart-spx-gsci-ratio/?lang=en
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Down from record-high levels, natural resource and commodity producer stocks appear to be
pricing in a recession. Current valuation levels for large cap energy stocks, for example, imply $60
oil and $3.50 natural gas, which is a significant discount from current pricing levels of around $100
for Brent Crude and $8 for U.S natural gas (as of 7/29/22).
Similarly, industrial metals like copper, aluminum, iron, and nickel are all trading off the record highs
reached in March of 2022, off 20-30% from peak levels. China is the largest global consumer of
commodities and parts of the country are still in COVID lockdown. Iron ore is the commodity with
one of the largest exposures to China, which buys about two-thirds of all seaborne volumes. 17
In the short-term, China’s imports of key commodities face severe headwinds in the second half of
2022, which could spell trouble for the commodity producers that rely on its economic engine to
power demand for their energy, food, and materials. Copper, and copper ore, remain one bright
spot among imports, and shipments of both continue to run ahead of last year.18 But on a positive
note, the China slowdown has brought down peak valuations. China’s problems appear finite in
nature, brought on by its government’s COVID policies.
There have been a few metal companies like iron ore producer Rio Tinto who have cut dividends on
slowdown concerns, faced with lower prices and higher costs. In the era of climate change, many
miners were also impacted by extreme weather conditions such as record high temperatures and
flooding. Rio Tinto cut its dividend by 53%, but post the dividend cut the yield remains at 13.4%.
The $4.3 billion USD half-year payout is still the second largest in the company’s history, and still
well ahead of inflation.
China, which accounts for over two-thirds of global demand, is under less inflation pressure than the
U.S. or Europe. That gives Beijing greater scope for stimulus, which in turn is cause for Rio
investors to enjoy their large dividend yield with a degree of peace.19

Dividend History for Rio Tinto Group

Source MarketBeat

Clyde Russell, China-Exposed commodities take a COVID-control tumble, Reuters, April 26, 2022.
Bloomberg News, China’s Hunger for Commodities Is Wavering After Years of Growth, July 26, 2022.
19
Ed Cropley, Rio’s dividend is not yet a cause for concern, Reuters, July 27, 2022.
17
18
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The Unique Construction and Value Proposition of the Investment
Approach
Investors are fighting multiple headwinds in the current market environment. Inflation is at 40-year
high levels. To curb inflation, central banks are raising interest rates, which has spurred the worst
bond market performance in 40 years. Income investors are in desperate need of investment
solutions that provide a source of yield that will keep up with inflation.
Traditionally, REITs and real estate are a good source of income that keeps up with inflation. But
higher mortgage rates and the pandemic’s disruption of many segments of the real estate market
have made them a risky bet. Indeed, the FTSE Nareit Global REIT Index is down 20.3% through the
first half of 2022 and paid only a 3% yield, which is negative on an inflation-adjusted basis.
That leaves the Energy sector as a place to obtain inflation-aligned yield. Global Energy has
delivered positive returns for the year AND above market yields. But the Global Energy market is
being disrupted by climate change goals. While it looks attractive on a short-term basis, the longterm outlook is problematic.
At EQM, we had already developed several indexes focused on the mining and materials space that
were a play on the energy transition theme from “old energy” to “new energy”. We saw the same
trends in natural resources and commodity-related equities that we saw in energy, namely more
demand than supply. There were many companies becoming “cash flow monsters.” Those cash
flows were being paid to investors in the form of fixed dividends, variable and special dividends, and
share buybacks.
While there are other products in the marketplace that provide equity exposure to natural resource
and commodity -producer equities, none are specifically focused on generating the highest level of
income. The components of the EQM Natural Resources Dividend Income Index (NDIVITR) are
weighted by the indicated dividend yield. As a result, we are able to achieve an income stream that
will be among the highest for all exchange traded fund (ETF) indexes.
Index Methodology
The EQM Natural Resources Dividend Income Index (NDIVITR) is an index comprised of
dividend-paying U.S. exchange-listed equities operating primarily in the following natural resource,
commodity-related industries: energy (oil, gas and consumable fuels), chemicals; agriculture,
precious and industrial metals and mining, paper products, and timber. As mentioned, index
components are weighted according to their indicated dividend yield. To avoid undue concentration,
the initial weights of all index constituents are capped at a maximum weight of 5% at time of
rebalance.
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As outlined in this paper, in the current inflationary environment of high energy and commodity
prices, natural resource and commodity-related equity companies are in the “golden age” of free
cash flow. Because these companies are not spending money on new capacity, balance sheets are
becoming debt free, and free cash flow is being returned to shareholders in the form of 1) increasing
fixed dividends, 2) high variable or special dividends, and 3) share repurchases.
Many of the index components are large global players in energy and materials, not based in the
U.S. This can create the issue of foreign tax withholding. In order to avoid that issue, the index is
composed only of companies trading on a major U.S. exchange or as an U.S. OTC-listed ADR.
To be included in the index, companies must also meet the following additional criteria:
•

Constituent business operations must derive more than 50% of their revenues from the
following natural resource, commodity-related industries: energy (oil, gas and
consumable fuels), chemicals; agriculture, precious and industrial metals and mining,
paper products, and timber.

•

Constituents must be at least $5 billion USD in market capitalization.

•

Constituents must have an average daily traded value of at least $2 million USD over
the last six months.

•

Constituents must have an indicated dividend yield of at least 3% annually.

•

Country of domicile not Russia and/or the security must be eligible for investment
without restriction as determined by the index provider.
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Backtested Index Performance
What performance and income level has this approach generated during the backtested period
since its April 27, 2020 inception to July 31, 2022? The Index has generated a cumulative return of
120.8% versus the Morningstar Global Upstream Natural Resources Index at 78.6%.

Source: EQM Indexes, Bloomberg, as of 7/31/22

In addition, the indicated dividend for the Index as of 7/31/22 was 9.17% versus 4.66% for the
Morningstar Global Upstream Natural Resources Index.
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Competitive Analysis
Here is how the Index compares to other similarly exposed products available as ETFs in the
marketplace:
Ticker

Name

AUM

YTD

1 Yr

3 Yr

5 Yr

Inception

ER

Div Yld % DivFreq

# Holdings

N/A

18.04%

28.37%

104.62%

N/A

4/27/2020

N/A

9.17%

N/A

50

NDIVITR

EQM Natural Resources
Dividend Income Index

XLE

Energy Select Sector
SPDR Fund

$34.8 B

44.24%

63.53%

50.19%

50.83% 12/16/1998

0.10%

3.75%

Q

23

XLB

Materials Select Sector
SPDR Fund

$5.9 B

-12.85%

-4.74%

40.60%

57.00% 12/16/1998

0.10%

1.55%

Q

29

GUNR

FlexShares Morningstar
Global Upstream Natural
Resources Index Fund

$$7.1 B

6.65%

12.89%

41.26%

61.85%

9/16/2011

0.46%

3.09%

Q

120

VDE

Vanguard Energy ETF

$7.3 B

44.19%

63.04%

51.41%

46.86%

9/23/2004

0.10%

3.52%

Q

110

AMLP

Alerian MLP ETF

$7.3 B

23.30%

21.60%

18.54%

15.35%

8/23/2010

0.87%

7.99%

Q

17

VAW

Vanguard Materials ETF

$2.9 B

-12.05%

-4.66%

40.15%

51.77%

1/26/2004

0.10%

1.45%

Q

118

XOP

SPDR S&P Oil & Gas
Exploration & Production
ETF

$4.4 B

44.32%

66.65%

51.00%

13.30%

6/19/2006

0.35%

1.26%

Q

63

GNR

SPDR S&P Global Natural
Resources ETF

$3.3 B

2.32%

5.44%

33.42%

46.34%

9/13/2010

0.40%

2.66%

SA

93

IXC

iShares Global Energy ETF

$2.1 B

34.15%

49.90%

33.99%

41.16% 11/12/2001

0.43%

3.54%

SA

49

FTRI

First Trust Indxx Global
Natural Resources
Income ETF

$207 M

2.80%

0.02%

36.82%

59.60%

0.70%

5.26%

Q

52

3/11/2010

Source: VettaFi, Bloomberg, as of 7/31/22

Our Index has been licensed by Amplify ETFs and will be available as an ETF.
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Key Takeaways
•

In the current market environment, investors are starved for reliable forms of inflationproof dividend yield.

•

Many large firms believe we are in a commodity supercycle spurred in the near-term by
pandemic-related supply chain issues, but supported in the long-term by supplydemand imbalances and the energy transition.

•

The index provides exposure to both legacy “old energy” players AND the “new
energy” materials and natural resources required for a greener future.

•

Due to years of underinvestment and ESG headwinds, the companies in the index are
generating huge amounts of cash flow that is expected to be returned to shareholders
in the form of rising dividends, special and variable dividends, and share repurchases.

•

The index’s dividend weighting methodology is designed to maximize income.
Additionally, investors can gain exposure to these global “cash flow monster” dividends
on U.S. exchanges, thus eliminating foreign tax withholding.
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ABOUT US
EQM INDEXES LLC
EQM Indexes LLC is a woman-owned firm dedicated to creating and supporting innovative indexes
that track growth industries and emerging investment themes. Co-founded by Jane Edmondson, a
former Institutional Portfolio Manager with more than 30 years in the investment industry, our index
design expertise spans a wide range of asset classes and financial instruments.
We partner with issuers and work jointly with other index firms to provide benchmarks for Exchange
Traded Products (ETPs) such as Exchange Traded Funds (ETFs), Exchange Traded Notes (ETNs),
and other similar products. EQM Indexes LLC also assists firms on a fee basis to design and
implement their index ideas.
EQM Indexes does not offer investment advice, nor offer the sale of securities.
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IMPORTANT DISCLOSURES
The EQM Natural Resources Dividend Income Index (“NDIVITR” or the “Index”) is an Index of EQM Indexes
LLC and is calculated and published by BITA GmbH. An index designed to generate income from
dividends, special dividends, and share repurchases derived from global equity positions in the following
natural resource and commodity-related industries: energy (oil, gas and consumable fuels); chemicals;
agriculture; precious and industrial metals and mining; paper products; and timber.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is
available through investable instruments based on that index. EQM Indexes 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. EQM Indexes
makes no assurance that investment products based on the Index will accurately track index performance
or provide positive investment returns. EQM Indexes is not an investment advisor and 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 article. Prospective investors are advised to make an
investment in any such fund or other vehicle only after carefully considering the risks associated with
investing in such funds, as detailed in an offering memorandum or similar document that is prepared by or
on behalf of the issuer of the investment fund or other vehicle Inclusion of a security within an index is not
a recommendation by EQM Indexes to buy, sell, or hold such security, nor is it considered to be investment
advice. EQM Indexes makes no express or implied warranties or representations with respect to the Index.
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DEFINITIONS 20
Brent Crude – Brent Crude is the leading global price benchmark for Atlantic basin crude oils. It is used to set
the price of two-thirds of the world's internationally traded crude oil supplies. It is one of the two main
benchmark prices for purchases of oil worldwide, the other being West Texas Intermediate (WTI).
Bretton Woods – The Bretton Woods Agreement and System created a collective international currency
exchange regime that lasted from the mid-1940s to the early 1970s. The Bretton Woods System required a
currency peg to the U.S. dollar which was in turn pegged to the price of gold.
Commodities – Commodities are raw materials that are either consumed directly, such as food, or used as
building blocks, like metals, to create other products.
Dividend – A dividend is the distribution of a company’s earnings to its shareholders and is determined by the
company’s board of directors. Dividends are often distributed quarterly and may be paid out as cash or in the
form of reinvestment in additional stock.
Global Financial Crisis – The global financial crisis (GFC) refers to the period of extreme stress in global
financial markets and banking systems between mid-2007 and early 2009.
REIT – Real estate investment trusts (REITs) are companies that own and operate real estate to produce and
generate income. Investors can purchase shares in REITs, which represent ownership of an individual real
estate company, just like regular stocks.
Share Repurchase – A share repurchase is a transaction whereby a company buys back its own shares from
the marketplace. Also known as a share buyback, this action reduces the number of outstanding shares.
Because this action decreases the supply of shares, investors often consider that buybacks will drive an
increase in the share price.
Shareholder Yield – Shareholder Yield is the sum of a stock’s dividend yield (paid over the previous twelve
months minus special dividends) and the percentage of net share buybacks over the previous twelve months.
Special Dividend – A special dividend is a non-recurring distribution of company assets, usually in the form of
cash, to shareholders. A special dividend is usually larger compared to normal dividends paid out by the
company and often tied to a specific event like an asset sale or other windfall event. Special dividends are also
referred to as extra dividends.
Supercycle – A supercycle is defined as a sustained period of expansion, usually driven by robust growth in
demand for products and services.
Variable Dividend – Variable dividend plans, in most cases, involve a fixed quarterly dividend amount with a
variable component that’s based on a set percentage of the previous quarter’s cash flow, minus the fixed
amount.
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Sources: The Motley Fool, Fidelity, Oshaughnessy AM, Morningstar, Investopedia, Wikipedia.
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