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 Share Class Currency Return Methodology 
 

The Bloomberg Barclays benchmark indices measure the total return of a basket of fixed income instruments in the 
securities’ “Local Currency”, defined as the currency denomination of the coupon and principal payments, and in a “Base 
Currency” (with the option to reflect hedging or not) that represents the fund reporting currency.  
 
As an alternative to offering independent funds that track a market with different Base Currencies, asset managers can offer 
a Currency Share Class of an existing fund. By offering Currency Share Classes, rather than separate funds in different 
currencies, asset managers and investors can potentially benefit from economies of scale from a portfolio management 
perspective. The size of the underlying fund is larger, and the setup costs for additional sub-funds are removed. The 
operational costs with regard to valuation, compliance and reporting are reduced. 
 
The Currency Share Class reflects the return in the Share Class Currency of investing in the Base Currency of a fund, with the 
option to reflect hedging or not. 
 
As an example, the Global Treasury Index contains Treasury bonds denominated in 25 local currencies. The Total Return of 
the index can be represented in a single Base Currency, e.g. USD, EUR or GBP.  
 
This Base Currency Total Return, on an unhedged or hedged basis, represents the change in value of the underlying 
securities, and the relative return of the Local Currency to the Base Currency.  
 
The Share Class Return represents the return of the Share Class Currency relative to the Base Currency, and can deviate 
from the return of the Share Class Currency relative to a direct investment in the securities in their local currency. 
 
 

 
 
 
The Base Currency Unhedged Total Return calculation assumes an investor buys a bond denominated in a Foreign 
Currency at the beginning of the month, sells the bond at the end of the month, and converts the Foreign Currency 
proceeds back into the Base Currency. 
 
Similarly, the Share Class Unhedged Total Return assumes an investor buys the index in the Base Currency at the beginning 
of the month, sells the index at the end of the month, and converts the Base Currency proceeds back into the Share Class 
Currency. The investor’s (Share Class Currency) realized (Unhedged) Total Return on investment is: 
 

𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑼𝑼𝑪𝑪𝑺𝑺𝑺𝑺𝑼𝑼𝑼𝑼𝑺𝑺𝑼𝑼 𝑻𝑻𝑻𝑻𝑻𝑻𝑺𝑺𝑪𝑪 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪
= (𝟏𝟏 + 𝑩𝑩𝑺𝑺𝑪𝑪𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑻𝑻𝑻𝑻𝑻𝑻𝑺𝑺𝑪𝑪 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪)                             
∗ �𝟏𝟏 + 𝑭𝑭𝑭𝑭 𝑨𝑨𝑨𝑨𝑨𝑨𝑺𝑺𝑺𝑺𝑪𝑪𝑨𝑨𝑺𝑺𝑻𝑻𝑨𝑨𝑻𝑻𝑪𝑪𝑩𝑩𝑺𝑺𝑪𝑪𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪⁄ � − 𝟏𝟏 

Where: 

𝑭𝑭𝑭𝑭 𝑨𝑨𝑨𝑨𝑨𝑨𝑺𝑺𝑺𝑺𝑪𝑪𝑨𝑨𝑺𝑺𝑻𝑻𝑨𝑨𝑻𝑻𝑪𝑪 =  
𝑭𝑭𝑭𝑭𝑺𝑺𝑪𝑪𝑼𝑼 −  𝑭𝑭𝑭𝑭𝒃𝒃𝑺𝑺𝑼𝑼

𝑭𝑭𝑭𝑭𝒃𝒃𝑺𝑺𝑼𝑼
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FXbeg and FXend are the Share Class Currency values of one unit of the Base Currency at the beginning and the end of the 
return period, respectively. 

 
The Base Currency Hedged Total Return calculations assumes an investor buys a bond denominated in a Foreign Currency 
at the beginning of the month, sells the bond at the end of the month, and converts the Foreign Currency proceeds back 
into the Base Currency, while also entering into an FX Forward position going short the bond’s Local Currency and long the 
Base Currency. 
 
Similarly, the Share Class Hedged Total Return assumes an investor buys the index in the Base Currency and sells an equal 
amount of FX Forwards in the Share Class Currency at the beginning of the month, then sells the index and closes the FX 
Forward at the end of the month, converting the Base Currency proceeds back into the Share Class Currency and realizing 
the P&L from the FX Forward. The investor’s (Share Class Currency) realized (Hedged) Total Return on investment is: 
 

𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑯𝑯𝑺𝑺𝑼𝑼𝑼𝑼𝑺𝑺𝑼𝑼 𝑻𝑻𝑻𝑻𝑻𝑻𝑺𝑺𝑪𝑪 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪
=        𝑳𝑳𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪 + 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑻𝑻𝑻𝑻𝑻𝑻𝑺𝑺𝑪𝑪 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪 (𝑼𝑼𝑪𝑪𝑺𝑺𝑺𝑺𝑼𝑼𝑼𝑼𝑺𝑺𝑼𝑼) + 𝑭𝑭𝑻𝑻𝑺𝑺𝑭𝑭𝑺𝑺𝑺𝑺𝑼𝑼 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪 

 
Where: 

𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑻𝑻𝑻𝑻𝑻𝑻𝑺𝑺𝑪𝑪 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪
= (𝟏𝟏 + 𝑩𝑩𝑺𝑺𝑪𝑪𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑻𝑻𝑻𝑻𝑻𝑻𝑺𝑺𝑪𝑪 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪)                             
∗ �𝟏𝟏 + 𝑭𝑭𝑭𝑭 𝑨𝑨𝑨𝑨𝑨𝑨𝑺𝑺𝑺𝑺𝑪𝑪𝑨𝑨𝑺𝑺𝑻𝑻𝑨𝑨𝑻𝑻𝑪𝑪𝑩𝑩𝑺𝑺𝑪𝑪𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪⁄ � − 𝟏𝟏  

 

𝑭𝑭𝑻𝑻𝑺𝑺𝑭𝑭𝑺𝑺𝑺𝑺𝑼𝑼 𝑹𝑹𝑺𝑺𝑻𝑻𝑪𝑪𝑺𝑺𝑪𝑪 =  
𝑭𝑭𝑻𝑻𝑺𝑺𝑭𝑭𝑺𝑺𝑺𝑺𝑼𝑼 𝑽𝑽𝑺𝑺𝑪𝑪𝑪𝑪𝑺𝑺 −  𝑭𝑭𝑭𝑭𝑩𝑩𝑺𝑺𝑪𝑪𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪⁄

𝑭𝑭𝑭𝑭𝑩𝑩𝑺𝑺𝑪𝑪𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝑪𝑪𝑪𝑪𝑺𝑺𝑪𝑪𝑪𝑪 𝑪𝑪𝑪𝑪𝑺𝑺𝑺𝑺𝑺𝑺𝑪𝑪𝑪𝑪𝑪𝑪⁄
 

 

The Share Class Hedged Total Return differs from the Base Currency Hedged Total Return calculation as it makes no 
assumption of an expected local currency bond return. As the Share Class of the fund is purchasing the Base Currency fund, 
not the underlying security, any expected local currency bond return should be accounted for in the Base Currency return of 
the fund. 

 

FXbeg and FXend are the Share Class Currency values of one unit of the Base Currency at the beginning and the end of the 
return period, respectively.  

 

The Forward Value is the 1 month Forward of the Base Currency / Share Class Currency.  

 
Intra-month this Forward Rate is prorated to unwind an FX Forward contract where day (i) is an interpolation between the 
Spot (𝑆𝑆𝐵𝐵) and 1- month Forward Rates (𝐹𝐹𝐵𝐵,1𝑀𝑀) at the beginning of the month. A 30-day contract is assumed regardless of 
actual days. 

𝑭𝑭𝑻𝑻 =  𝑺𝑺𝑩𝑩 + �𝑭𝑭𝑩𝑩,𝟏𝟏𝟏𝟏 −  𝑺𝑺𝑩𝑩� ∗  
𝑵𝑵𝑪𝑪𝑵𝑵𝒃𝒃𝑺𝑺𝑺𝑺 𝑻𝑻𝒐𝒐 𝑪𝑪𝑺𝑺𝑪𝑪𝑺𝑺𝑪𝑪𝑼𝑼𝑺𝑺𝑺𝑺 𝑼𝑼𝑺𝑺𝑪𝑪𝑪𝑪 𝑨𝑨𝑺𝑺𝑪𝑪𝑪𝑪𝑺𝑺𝑼𝑼

𝟑𝟑𝟑𝟑  

 
FX rates used are WM 4pm London. 
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Disclaimer 

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. ©2019 Bloomberg Finance L.P. All rights reserved. 
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