
FUEL your portfolio: The case for gaining exposure to the oil sector through the BetaShares 
Global Energy Companies ETF – Currency Hedged (ASX Code: FUEL). 

The global energy sector has had a tumultuous ride in recent years, thanks to the rise and fall in oil prices.  Investors interested in 
gaining exposure to energy sector trends have a number of choices available. 

This note argues that on broad diversification grounds, and especially if investing with a longer-term perspective, there is a strong 
case for gaining exposure to energy via the world’s largest and most vertically integrated companies.    

Recent Oil Price Trends

Oil prices have experienced pronounced cycles over the past decade or so. 

As seen in the chart below, Chinese led demand growth helped drive oil prices higher from the late 1990s until the global financial 
crisis.  In late 2008, however, oil prices fell precipitously, only to then recover thanks to a post-crisis rebound in global economic 
growth, particularly in China.  Higher prices, however, then led to a ramp up in global supply – particularly from United States shale 
oil producers, which caused prices to drop from around $US100/barrel in mid-2014 to a recent low of just under $US30/barrel in early 
2016.  Oil prices staged a rebound in mid-2016, thanks to supply cut backs in the United States.   

WEST TEXAS INTERMEDIATE CRUDE OIL JANUARY 1995 TO JANUARY 2015

Source: Bloomberg. 

Many analysts anticipate a “re-balancing” in the oil market supply and demand over 2016, which should at least help prices stabilise.  
The longer-term oil price outlook also appears positive thanks to ongoing rising demand across emerging markets and the rising cost 
of tapping into new supply. 
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How to Gain Exposure to Energy?

Investors interested in gaining exposure to the energy sector now have a number of options at their disposal. Only as recently as a few 
years ago, Australian investors seeking listed investment exposure really only had the choice to invest in relatively few Australian energy 
companies, such as Woodside Petroleum, Santos or Oil Search.   

Since the introduction of the BetaShares Crude Oil Index ETF – Currency Hedged (synthetic) (ASX Code: OOO) in November 2011, however, 
investors have been able to gain exposure to the performance of $US crude oil futures on a currency hedged basis. This may be a good 
option for investors seeking direct exposure to oil market prices through the futures market, particularly if seeking to trade short-term trends in 
the $US oil price.  

For investors seeking to obtain exposure to the energy market though energy companies, especially on a more globally diversified basis, 
BetaShares has recently introduced the BetaShares Global Energy Companies ETF - Currency Hedged (ASX Code: FUEL).  

Apart from using FUEL to take a view on future oil prices, even in periods when oil prices are relatively stable, the investment performance 
of energy companies may still be supported by their ability to keep generating good profits provided prices are high enough to cover their 
production costs. 

As seen in the chart below, the Index which FUEL aims to track outperformed oil prices – and local companies such as Woodside Petroleum 
in the S&P/ASX 200 Energy Sector Index – during the relatively stable oil price environment from 2011 to 2014.  What’s more, FUEL’s Index 
held its value relatively better since the downturn in oil prices in late 2014.

OIL PRICE INVESTMENTS (INDICES =100 AT APRIL 2011) - APRIL 2011 TO APRIL 2016

 

Source: Bloomberg. The Index which FUEL aims to track is the Nasdaq Global ex-Australia Energy Hedged AUD Index. You cannot invest directly in an index. Performance excludes the 

impact of ETF fees and expenses Past performance is not an indication of future performance of the Index or the ETF.

FUEL: The Globally Diversified Alternative

The more diversified attributes of FUEL’s Index are exemplified by the fact that the constituent global companies that make up the Index 
that FUEL aims to track are far larger than locally listed energy companies. As seen in the chart below, the average market capitalisation for 
global companies in FUEL’s Index is currently around $A67b, compared with $A21b for Woodside Petroleum, and $A10b and $A7.6b for Oil 
Search and Santos respectively. 
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MARKET CAPITALISATION - 16TH JUNE 2016

  Source: Bloomberg and Nasdaq . The Index which FUEL aims to track is the Nasdaq Global ex-Australia Energy Hedged AUD Index. You cannot invest directly in an index. 

Diversification is also evident from the fact that companies in the Index which FUEL aims to track are more evenly distributed across the sub-
sectors of the GIC Energy Index. For example, 62% of the S&P/ASX 200 Energy Index derives from companies in the Oil & Gas Exploration 
and Production sector, compared with only 21% for the Index which FUEL aims to track.  Instead, just over half of the Index that FUEL aims to 
track (54%) covers companies defined as Integrated Oil and Gas Companies, which are more vertically integrated across the energy industry. 

WEIGHTING IN ENERGY SUB-SECTORS - 16TH JUNE 2016

Source: Bloomberg and Nasdaq. The Index which FUEL aims to track is the Nasdaq Global ex-Australia Energy Hedged AUD Index. You cannot invest directly in an index. 

The final element of diversification is country exposure. As seen in the chart below, although US domiciled companies make up half of the 
country exposure provided by FUEL, FUEL also provides exposure to a broad range of companies across other regional markets such as 
Canada, Europe, Asia and Latin America.   Given the various idiosyncratic supply shocks that can affect different countries and regions from 
time to time – including Australia – broad geographic diversification is an attractive feature. 

COUNTRY ALLOCATION OF BETASHARES GLOBAL ENERGY COMPANIES ETF - CURRENCY HEDGED - 16TH JUNE 2016

Source: Bloomberg.
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Currency Hedging

Another important feature of FUEL, moreover, is that it provides currency hedged 
exposure to global oil companies. This means that the effect of fluctuations between the 
Australian dollar and foreign currencies are substantially removed from FUEL’s investment 
performance.

An advantage of currency hedging is that it actually offers investors a performance pick-
up over time to the extent that Australian interest rates remain relatively high by global 
standards.  That’s because hedging is effectively equivalent to borrowing foreign currencies 
(to offset the foreign currency exposure from investment on global share markets) and 
using the proceeds to invest in Australian dollars, often at a higher rate than the cost of 
borrowing. As at mid-2016, this performance pick-up was worth around 1.1% per year for 
the FUEL portfolio.  This return benefit can vary over time with changes in relative interest 
rates. 

In other words, to the extent Australian interest rates are higher than interest rates 
applicable in the relevant foreign share markets, Australian investors using FUEL to gain 
global oil company exposure are actually paid to reduce their currency risk by hedging 
exposure to fluctuations in global currencies against the Australian dollar. 

Reduced administrative and international tax obligations

Like all BetaShares Funds, FUEL is an Australian domiciled fund. Therefore, investors in 
FUEL do not need to fill out W-8 BEN forms, or risk any potential U.S. estate tax issues, 
unlike investors in “cross listed” alternative exposures.  

Conclusion

Thanks to the growth in the local exchange traded products sector, Australian investors 
are being provided more options to gain exposure to global investment themes – such as 
energy.  

Traditionally, however, Australian investors seeking exposure to energy companies 
really only had the option to invest in relatively small (by global standards) local energy 
companies, and which are largely focused only on energy exploration and production.  
With the launch of the BetaShares Global Energy Companies ETF – Currency Hedged 
(ASX Code: FUEL), however, the investment universe has been opened up to the world’s 
largest and most vertically integrated firms across the whole global energy sector, thereby 
providing enhanced diversification. 

Given the vagaries of the global energy market, we consider there are important 
advantages for investors seeking passive exposure to an overall energy investment theme 
to focus on the largest and most durable companies in the field. 

Trading Information
BetaShares ETFs can be bought or sold 
during the trading day on the ASX, and 
trade like shares.

EXCHANGE ASX  
ASX CODE FUEL 
CURRENCY AUD 
TRADING 10:00-16:00 (AEST) 
BLOOMBERG CODE FUEL AU 
IRESS CODE FUEL.AXW 

Index Information
INDEX Nasdaq Global ex-Australia Energy 

                 Hedged AUD Index 

BLOOMBERG INDEX CODE NQXAUHEN INDEX 

Fund Information
ISSUER BetaShares Capital Ltd 
ADMINISTRATOR RBC Investor Services 
CUSTODIAN RBC Investor Services 
REGISTRAR Link Market Services 
AUDITOR KPMG 
DISTRIBUTIONS        Semi-Annual 
MANAGEMENT FEE 0.47% p.a 
EXPENSES estimated at 0.10% p.a 
FUND INCEPTION      16 June 2016

Available at betashares.com.au
• Net asset value

• Product disclosure statement

• Portfolio holdings

• Distribution details

Contacts for Institutional Clients    
DEUTSCHE SECURITIES AUSTRALIA                              
(Lead Market Maker)                                                            
Glyn Roberts                                              
T   +61 2 8258 3435 
E   glyn.roberts@db.com

An investment in any BetaShares Fund (‘Fund’) is subject to investment risk including possible delays in repayment and loss of income and principal invested. Neither BetaShares Capital Ltd nor 
BetaShares Holdings Pty Ltd guarantees the performance of any Fund or the repayment of capital or any particular rate of return. Past performance is not an indication of future performance. 
This information has been prepared by BetaShares Capital Ltd (ACN 139 566 868 AFS Licence 341181) (“BetaShares”), the product issuer. It is general information only and does not take into 
account your objectives, financial situation or needs so it may not be appropriate for you. Before making an investment decision you should consider the product disclosure statement (‘PDS’) 
and your circumstances and obtain financial advice. The PDS is available at www.betashares.com.au or by calling 1300 487 577 (within Australia) or +61 2 9290 6888 (outside Australia). 
Only investors who are authorised as trading participants under the Australian Securities Exchange (ASX) Operating Rules may invest through the PDS. Other investors may buy units in the 
Fund on the ASX through a stockbroker, financial adviser or online broker. This document does not constitute an offer of, or an invitation to purchase or subscribe for securities. This information 
was prepared in good faith and to the extent permitted by law BetaShares accepts no liability for any errors or omissions or loss from reliance on any of it. 

NASDAQ®, OMX®, NASDAQ OMX®, and Nasdaq Global ex-Australia Energy Hedged AUD Index™, are registered trademarks of Nasdaq, Inc. (which with its affiliates is referred to as the 
“Corporations”) and are licensed for use by BetaShares.  The Fund has not been passed on by the Corporations as to their legality or suitability.  The Fund is not issued, endorsed, sold, or 
promoted by the Corporations.  THE CORPORATIONS MAKE NO WARRANTIES AND BEAR NO LIABILITY WITH RESPECT TO THE FUND.

BetaShares® and Back Your View® are registered trademarks of BetaShares Holdings Pty Ltd.
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