Bloomberg Barclays Indices

A Bloomberg Professional service offering

US Aggregate Negative 5 Duration Index
The Bloomberg Barclays US Aggregate Negative 5 Duration Index measures the return of the US Aggregate Index with
its interest rate (duration) exposure hedged to negative 5 years using a short position in four on-the-run (OTR) US
Treasury bellwether securities. The interest rate hedge is rebalanced on a monthly basis to achieve the target duration
exposure. The US Aggregate is a Bloomberg Barclays flagship US fixed income index and is designed to measure the
broad, investment grade taxable US dollar-denominated bond market. Full details of the methodology and rules of the
US Aggregate Index can be found in a separate index factsheet.

US Aggregate Zero Duration: Index Calculation Methodology
The return of the US Aggregate Negative 5 Duration Index can be represented as the following:
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Construction of Short Duration Hedged Position
Calculating the US Aggregate Negative 5 Duration Index returns requires the creation of a monthly rebalanced hedge portfolio of US Treasury cash
bonds weighted to bring the interest rate duration of the flagship US Aggregate Index to negative 5 years. The hedge portfolio is constructed in four
steps:
1. Bucketing of the Option Adjusted Duration (OAD) of the US Aggregate Index
2. Selection of on-the-run Treasury bellwethers for the hedge portfolio
3. Calculation of hedge portfolio weights
4. Calculation of hedge portfolio and funding returns
Step 1: OAD Bucketing of the US Aggregate Index

•

The Negative 5 Duration hedge portfolio consists of OTR US
Treasury securities in four different tenors: 2y, 5y, 10y, and 30y.

•

The duration measure used is OAD, as computed and reported
within the Bloomberg Barclays Indices.

•

The first step to constructing the hedge portfolio is to sort the
underlying US Aggregate Index (Statistics Universe) into four nonoverlapping duration buckets, and to identify the duration
contribution to be hedged by each of these instruments in the
hedge portfolio.

•

Contribution to OAD is calculated by multiplying the market value
percent of each duration bucket as of the month-end index
rebalancing date by the OAD of each bucket.

Step 2: Selecting OTR Instruments for Hedge Portfolio

•

•

The selected securities for each monthly rebalance match the
instruments that are used for Bloomberg Barclays US Treasury
Bellwether Indices.
OTR instruments for the portfolio are selected once a month on the
last business day to include the most recently issued instrument for
each tenor used in the hedge.

Example: US Aggregate Duration Weight by OAD Bucket for May 2017
OTR
Bellwether

OAD Bucket

% of US
Agg

Duration
of Bucket

Contribution
to OAD

2y

<3

22.19%

2.00

0.44

5y

3-7.5

58.13%

4.88

2.84

10y

7.5-15

10.90%

10.40

1.13

30y

15+

8.79%

17.61

1.55

5.96

5.96

Totals
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Construction of Short Duration Hedged Position
Step 3: Calculating Negative 5 Duration Hedge portfolio weights

•

•

Example: Security Weights of Hedge Portfolio for May 2017
To replicate the duration exposure from Step 1 with the four onthe-run US Treasuries selected in Step 2, an optimization technique
Index Duration
Security Weight
is employed that minimizes the sum of squared differences of the
contribution to duration of the index in each bucket vs. the
OAD
MV% of
OAD
UST
Hedge
OAD
OAD
contribution to duration of the OTR US Treasuries. Additionally,
Bucket
US Agg
Contr
Hedge
Wght
there is a 20% cap applied to the 30y US Treasury security.
For example, the table shows that the optimization resulted in a
<3
weighted combination of securities that provided an overall duration 3-7.5
of 10.96 years. When subtracted from the duration of the US
7.5-15
Aggregate of 5.96 years, the final result is -5.00 year duration.
15+

22.19%

2.00

0.44

2y

1.89

0.00%

0.00

58.13%

4.88

2.84

5y

4.79

3.46%

0.17

10.90%

10.40

1.13

10y

8.82

76.54%

6.75

8.79%

17.61

1.55

30y

20.23

20.00%

5.96

5.96

Totals

Step 4: Calculating Total Return of the Negative 5 Duration Hedge
portfolio

•

To calculate the return of the negative 5 duration hedged position
for May 2017, the weights assigned for each US Treasury security
are multiplied by the total return of that security for the month.

•

Continuing to work through the example for May 2017, the total
return for the duration hedged position is as follows:

Cont
to
OAD
(UST)

4.05
10.96

Example: Hedge Portfolio Returns for May 2017
Tsy Bellwether

Hedge Weight

MTD Total
Return

Contribution to
Return

US Treasury 2y

0.00%

0.09

0.00

US Treasury 5y

3.46%

0.43

0.01

US Treasury 10y

76.54%

0.87

0.67

US Treasury 30y

20.00%

2.05

0.41

Total

1.09

Calculating US Aggregate Negative 5 Duration Index Returns
•

Continuing with the example above, the return of the US Aggregate Negative 5 Duration Index for May 2017 is as follows:
   

•
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The US Aggregate Index return and the duration hedged position return are both funded returns. Therefore, subtracting one from the other
would result in an unfunded return. This is why a funding component is added back so that the final return reported for the US Aggregate
Negative 5 Duration Index is a funded return.

Accessing Index Data
Bloomberg Professional® service Bloomberg benchmarks are the global standard for capital markets investors.
• INDEX<Go> - The Bloomberg Indices landing page is a dashboard for index-related information on the
terminal. Find daily and monthly index returns for key indices from each index family as well as index
publications including methodologies, factsheets, monthly reports, updates and alerts.
•

IN<Go> - The Bloomberg Index Browser displays the latest performance results and statistics for the
indices as well as history. IN presents the indices that make up Bloomberg's global, multi-asset class
index families into a hierarchical view, facilitating navigation and comparisons. The "My Indices" tab allows
a user to focus on a set of favorite indices.

•

PORT<Go> - Bloomberg’s Portfolio & Risk Analytics solution includes tools to analyze the risk, return, and
current structure of indices. Analyze the performance of a portfolio versus a benchmark or use models for
performance attribution, tracking error analysis, value-at-risk, scenario analysis, and optimization.

•

DES<Go> - The index description page provides transparency into an individual index including
membership information, aggregated characteristics and returns, and historical performance.

Bloomberg Indices Website
(www.bloombergindices.com)

The index website makes available limited index information including:
• Index methodology and factsheets
•

Current performance numbers for select indices
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Accessing Index Data
Data Distribution

Index Tickers

Index subscribers may choose to receive index data in files. Files may include:
• Index level and/or constituent level returns and characteristics for any indices
•

Automatic delivery of files via email or SFTP following the completion of the index production process
after market close

•

Clients may receive standard files or may customize file contents

•

Index data is also available via authorized redistributors

•

BUAFTRUU: US Aggregate Negative 5 Duration Hedged Index Total Return USD Unhedged

•

LBUSTRUU: US Aggregate Index Total Return USD Unhedged

Index Licensing
Bloomberg requires index data licenses for services and products linked to the Indices
● Index or Constituent-Level Redistribution
● Exchange Traded Notes (ETNs)
● OTC Derivative Products

● Bond Pricing Service
● Index-Linked Insurance Products
● Custom Index Solutions

● Exchange Traded Funds (ETFs)
● Mutual Funds
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BLOOMBERG is a trademark and service mark of Bloomberg Finance L.P. BARCLAYS is a trademark and
service mark of Barclays Bank Plc, used under license. Bloomberg Finance L.P. and its affiliates (collectively,
“Bloomberg”) or Bloomberg’s licensors own all proprietary rights in the BLOOMBERG BARCLAYS INDICES.
Neither Bloomberg nor Barclays Bank PLC or Barclays Capital Inc. or their affiliates (collectively "Barclays")
guarantee the timeliness, accuracy or completeness of any data or information relating to BLOOMBERG
BARCLAYS INDICES or make any warranty, express or implied, as to the BLOOMBERG BARCLAYS INDICES
or any data or values relating thereto or results to be obtained therefrom, and expressly disclaims all
warranties of merchantability and fitness for a particular purpose with respect thereto. It is not possible to
invest directly in an index. Back-tested performance is not actual performance. Past performance is not an
indication of future results. To the maximum extent allowed by law, Bloomberg and its licensors, and their
respective employees, contractors, agents, suppliers and vendors shall have no liability or responsibility
whatsoever for any injury or damages - whether direct, indirect, consequential, incidental, punitive or
otherwise - arising in connection with BLOOMBERG BARCLAYS INDICES or any data or values relating
thereto - whether arising from their negligence or otherwise. This document constitutes the provision of
factual information, rather than financial product advice. Nothing in the BLOOMBERG BARCLAYS INDICES
shall constitute or be construed as an offering of financial instruments or as investment advice or investment
recommendations (i.e., recommendations as to whether or not to “buy,” “sell,” “hold” or enter into any other
transaction involving a specific interest) by Bloomberg or its affiliates or licensors or a recommendation as to
an investment or other strategy. Data and other information available via the BLOOMBERG BARCLAYS
INDICES should not be considered as information sufficient upon which to base an investment decision. All
information provided by the BLOOMBERG BARCLAYS INDICES is impersonal and not tailored to the needs
of any specific person, entity or group of persons. Bloomberg and its affiliates express no opinion on the
future or expected value of any security or other interest and do not explicitly or implicitly recommend or
suggest an investment strategy of any kind. In addition, Barclays is not the issuer or producer of the
BLOOMBERG BARCLAYS INDICES and has no responsibilities, obligations or duties to investors in these
indices. While Bloomberg may for itself execute transactions with Barclays in or relating to the BLOOMBERG
BARCLAYS INDICES, investors in the BLOOMBERG BARCLAYS INDICES do not enter into any relationship
with Barclays and Barclays does not sponsor, endorse, sell or promote, and Barclays makes no
representation regarding the advisability or use of, the BLOOMBERG BARCLAYS INDICES or any data
included therein. Customers should consider obtaining independent advice before making any financial
decisions. ©2017 Bloomberg Finance L.P. All rights reserved.
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