10

15

20

WD 2005/ 076812 PCT/ US2005/ 002345 Non- Capitalization
Wei ght ed I ndexing System Method and Conputer Program
w@e@donds12 5 Background of the Invention Field pET/UR®05/002345
Invention This invention pertains generally to
securities investing and nore specifically to
construction and use of passive portfolios and
i ndexes. Rel at meﬂapiiaﬁzaﬁent' wighted Indexingr e
vari ous broad categories of securities portfolio
managenmentSystehf, Muthedtawd Lomputer PrograsntPrdect
managenent category i s active nanagenent wherein the
securities are selected for a portfolio individually
based on economi c, fQQ@péh@%deQQQ%Laﬂgmﬁ/or busi ness
anal ysis; on technical tTends;” on cyclical patterns;
etc. Another conventional category is passive
. cal | ed i ndexi ng, wherein the
ggg@?) ?’l;‘neé”vfzﬁ)l%?portfol i 0 duplicate those 15 that nake
up an i ndex. The securities in a passively managed
ﬁ@ﬁtt0|i§ ar e onven%&aggllye 1% htedtb rel.ati ve ecifically t
% SUVREBR AT PTE BB et Jht IPRGTST By G hiiOhg, Spectiicatly fo

Anot her m ddl e, ground conventi onal category of

construgleR; R Pt PaTEYerardo dARES-i s cal | ed enhanced
i ndexing, in which a portfolio's characteristics,
performance and hol di ngs are substantially dom nated
HRelatedArichar acteri stics, perfornmance and hol di ngs of
the index, albeit with nodest active managenent 20
departures fromthe index. The present invention
sinaensiongyetheitel are tvaribhe bysad shiggorigsdofesshumid exl poritddioi mgnagement.
categories of portfolio nanagenent. A securities

One commémitnal sededtiedportiolie manapahém chisgaty igntiive nvaakeheirwherein the
a segnent of a market. A passive portfolio based on

securitRl atd§iectdBIora p&toRS lifGVIduREy BALE 08 BBAKSRYC, Financial, credit, and/or
business analysis; on technical trends; on cyclical patterns; etc. Another conventional category is
passive management, also called indexing, wherein the securities in a portfolio duplicate those
that make up an index. The securities in a passively managed portfolio are conventionally
weighted by relative market capitalization weighting or equal weighting. Another middle
ground conventional category of securities portfolio management is called enhanced indexing, in
which a portfolio’s characteristics, performance and holdings are substantially dominated by the
characteristics, performance and holdings of the index, albeit with modest active management

departures from the index.

The present invention relates generally to the passive and enhanced indexing categories
of portfolio management. A securities market index, by intent, reflects an entire market or a
segment of a market. A passive portfolio based on an index may also reflect the entire market or

segment. Often every security in an index is held in the passive portfolio. Sometimes statistical
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segnent. Often every security in an index is held in
the passive portfolio. Sonetines statistical WO
wWQO@50MBE812 PCT/ US2005/ 002345 nodel i ng i s usPAI/US2005/002345
create a portfolio that duplicates the profile, risk
characteristics, performance characteristics, and
securities weightings of an index, w thout actually
owni ng every security included in the index.
modellégS%nBEeeCF t Oyrlegtag)% g(%% 68 lt L&ﬂﬁﬁg:%eszr}ht gpgrg l,%glﬁla characteristics,
ex. SonBtlnes statlstlcal nodel i n use i
performpiiie SHARR T o CEN 0SS RS 7 S dpere o aou eually owning
profile, risk characteristics, Perfornance
every sepuitydndudaskinde indew Gramnles coyldieq partfohessbased am the Wilshire 5000
entire class of securities. (The Lehman Aggregate
EquityBodak d¢rmahethe ileharanegpmggate Bdnd ndex.pSametimes ptakistdek @sodeling is used
are generally all-inclusive of the securities within

to credid@id indet iirReld suBh ket St dgphdziﬁ{s k¢ pseRIBEHLIS chhfc®¥Bistics, performance
cases indexes nay include each security in the

characf%h@b‘i&r ta'nﬁnsetctiﬁﬁeé Leight Wfkﬁi eﬁﬁ%‘ tcf%lsé Z(?{ bﬂfﬁr@i@?r ngl‘% Lehman

he t ot al narket caplta | zation o inclu

Aggre ageglﬁ{n]l(f TRy i é%et &Q[H}g%rac%égﬁpt ions to nmarket

|za|onvve wei ghting of the
i ncluded securities (for exarrpl e the Val ue Line index

qr the Standarg &.Poors. 50 ual i ght t oC
HhidS o ehetfly RBEhEE o i HuGerutfify et Sepragpgparkets or
on a list basis; each stock glven equal weighting as
marketoﬁegalea@m I@n@?%tdcaé%ﬁ/mé@&qﬁ avafrluspagh spaiity il dhe proportion that its
wei ghting, in which share prices are 15 sinply added
markettcopitallretiombehrsiio/ibd éafaloyarketnmpialivatien df all ebthe(ihduded securities. The
exanpl e, the Dow Jones Industrial Average).
only cdxunve Bkéepriahd 16 mpikesiapitalparibh Sleigdfingae &tiall twdddigRd oMhe included
an index weighted using one ofmarket capitalization

securltiéﬁ '(ﬂ%kaﬁﬂple e UM i Thi80or (RSt RAN X PBJ)I%GSOOEE(?E Wehted Stock
Advant ages of passive investi ng i ncl ude: radi ng

Index, gﬁﬁéh %ﬁlﬂﬁ@é of %'f hd'GoBksPR th % (%d gﬂta lﬂ‘l?% 1 Qa%YlesJ:tock glven equal

en an index 1s recons y once
. ear; ow managene a fO|JO t.hat
weightfngeiyiof éﬁeﬂgn%tﬁiﬁg% PRt g g éﬁaaa arw%a@w?lflflge@ Wiy Sge prices are
chance t he
simply added together and divided by some simple divisor (for example, the Dow Jones

Industrial Average). Conventionally, passive portfolios are built based on an index weighted

using one ofmarket capitalization weighting, equal weighting, and share price weighting,

Advantages of passive investing include: a low trading cost of maintaining a portfolio
that has turnover only when an index is reconstituted, typically once a year; a low management
cost of a portfolio that requires no analysis of individual securities; and no chance of the
portfolio suffering a loss — relative to the market or market segment the index reflects — because

of misjudgments in individual securities selection.
-2
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portfolio suffering a loss - relative to the market or

mar ket segnent the index reflects - because of
wor@sadggnent s i n i ndividual securities sel ectiPCT/USDOIND2345

2005/ 076812 PCT/ US2005/ 002345 Advant ages of using

mar ket capitalization weighting as the basis for a

passive portfolio include that the index (and

therefore a portfolio built on it) renmains continually

in bal ance' . as ket. pri.ces fqgr.the jne¢luded . .
S Re e i gL S R OF et 5 the Sy o sty portolio
) participates _in (i.e., reflects) that aof the, . ,
includeBe e e (aad fsrelpie %a?rkfe{lo §85h%ft5] TSR ERPtoHalshdn balance’ as
i ndex. 5 The di sadvantages of narket capitalization .
marketpaiceshfor e inabded eccunitiex enngevfindihaidhe pertfodigipstiamangs participates
center on the fact that any under-val ued securities
in (i.e.,aefiecty) deat wé ihghseaditien niahnlet onoharket sepene irefweldd in the index.
portfolios, while any over-val ued securities are over
wei ghted. Also, the portfolio based on market
qhpi disddva@bécsnofvaiatlet icagitdiohticivecidhtihy paBsikeindeRés, which can be
segnent) bubble up and every market crash down.
substarfia}@khtér oh IhOEREHAL anP AnEdrQAlalRdSREMids| 86 vRGIrReihRD ihShe index
not based on a 10 criteria that reflects a better
r y e i:0 of .: e '
and rel SRR LMY whlt oA BLES A Rl O BleThgblif CRfifS oo porttolio
An exenpl ary. enbodi nent of the present. invention.is
based G PPl RO TOUGNE aRESa R b A peamp okl wp and
product for passive investing that is based on indexes
every mpkethcraste dpwn (Finally, ji genoiglt Pegioliotseeyritias alepiigrk istnot based on a
capitalization weighting, share price weighting or
criteriacthatatefleeisghbetey. ophortngity Hers gpprediatians thanethetaof thesmarket or market
financial data of the conpany issuing securities,
segmerit@¢érddj Nng but not limted to book val ue, sales,
revenue, earnings, earnings per share, inconme, incone
grom h rate, dividends, dividends per share, earnings

Bkt &y JF s Bikntid@x, depreciation

An exemplary embodiment of the present invention is directed to a new method, system
and computer program product for passive investing that is based on indexes which are built
with metrics other than market capitalization weighting, share price weighting or equal
weighting. Among these metrics are various financial data of the company issuing securrities,
including but not limited to book value, sales, revenue, earnings, earnings per share, income,
income growth rate, dividends, dividends per share, earnings before interest, tax, depreciation
and amortization, etc. In another exemplary embodiment, other nonfinancial and non-market

capitalization metrics can be used as the basis for compiling an index, such as, e.g., but not
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and anortization, etc. In another exenplary

enbodi nent, ot her nonfinancial and non-nmarket 20
w@apstadsizat i on netrics can be used as the basP&T/182005/002345

conpi ling an index, such as, e.g., but not -3 WO

2005/ 076812 PCT/ US2005/ 002345 Iimted to, an index of

conpanies with chief executive officers (CEGCs) having

graduated froma particul ar universi ty A conmmon

hmltedetpeneﬁ%ieyi ﬂ)\glcléqlfg}?eaglhesn nclgﬁte %c@h &gb %)Agaifﬁgo%iduated from a
onventjonally available forns of i ndex construction,

particulag UpiNgESityhe 5 j ndexes of the present invention are
"val uation-indifferent.” That is, conventional indexes
do not take account of classical valuation ratios,
whicemmeayelementh inclusisd dntanopamnlayestakodigerty ebthe present invention,
natural tendency to over-wei ght the over-val ued and

which isresiéirelyveiisging finm comgtentionally edaikbbleuforths e iridex cohsruction, is that the
conventional indexes and portfolios based on them

indexe¥Bf t1R fridenit GrakagoR b0 Vabladdntifidiffefedt.” BlHiad, cval@ioh#ldindexes do
we exclude that as an already-extant (and trivial)

not tak@é@&ﬁht O clagsital DRuNES Rtiod, hﬁﬁ@h Bﬁfée{'ﬁ% lf:%live:n‘uonal indexes to create a
capitalization netrics accor Ing to the exenplary

natural%rlpd%? VC?(NE:#QS o St r\ll'c;tl Y58 H‘n?e?-welé) t%uﬁd@?—valued securities in

cons FUCtI on o exes an res assl| ve

rtfo l,os that better reflect the c scal

the coffanpl e S PORIOR TBISaoR 1o RO fRee g diolds true for
securities within a market or market segnment than do

equal weighyiags ve gasludahiat 2g anadrepdyrextart (ghd frivial) exeapéotpr i ce
wei ghting, or equal weighting. The non-market
capitalization netrics 15 according to an exenplary
difbodsenedt theke tivm-pakst reapitalizetion ometrigs | appording to the exemplary
construction of indexes and resulting passive

embodjamdnk b theopretdintinwdntien, dlyvwanthe Rvasitionod indeséesnd Rsulting passive
participate in a market or market segment a choice of

portfolﬁ)@stﬁht\/ BetRQT ifRbl theabidRioRAd Is¢ae Mdid %ft@rh? rgtrox‘ifihsiSo’cen‘ual of the
characteristics. The indexes and portfolios based

1nd1v1d%$l§§§é:ﬁ1§ﬁé)sr i LmdRE && Me‘? rngrﬁ@Ptotﬂm%t co%f\/eﬁtrb%al capitalization

weighting, share price weighting, or equal weighting. The non-market capitalization metrics
according to an exemplary embodiment of the present invention, allow construction of indexes
and resulting passive portfolios that offer to an investor who wishes to participate in a market or
market segment a choice of passive portfolio alternatives with different risk characteristics. The
indexes and portfolios based on them according to the exemplary embodiment of the present
invention, also provide these additional advantages while maintaining the conventional benefits
of passive investing. In historical testing, these non-market capitalization metrics are found to
outperform the conventional capitalization-weighted indexes over extended periods of time, with

similar or lower portfolio risk.
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i nvention, also provide these additional advantages
whi |l e mai ntai ni ng the conventional benefits 20 of
w@awsioves1t nvesting. I n historical testing, theBEI/US2005/002345
non- mar ket capitalization netrics are found to
out performthe conventional capitalization-weighted
i ndexes over extended periods of tinme, with simlar
or |lower portfolio risk. -4 WO 2005/076812
P 5 .av-aj + abi. | i of .
r@rlgyr#gzglg i é\%gggﬁgﬂ neﬁ]nlntke{ Iggxpe@}%\ﬁ%tlo %%de&gsasagnldvtéleaﬂ%sswe and
ced | ba ed on .them have

enhancg AR Hor gl et oo ﬁw 3? bofgtiel BTG mvepieat costs through
wi_ despread use of | ow cost passive and enhanced-i ndex

more Wigeapseadritpe of lewmosisiaseive ane pelapred-fidsx dniesies: dreimapsepbinvention
i mprove investnent returns versus the securities

has therpmtdaginbtotipoesghinyéstmergeetofms aefus tewecurites nvaekahthirough the use of a
framework which is not subject to a natural tendency

securitie® viglitRigphanewerk Ohih-¥aloteehjé@Ctdrd hht@fal adllency to overemphasize
under enphasi ze under-val ued securities. The present

over—vallﬁ@é’ae ScliffeLhiP unclb?én%ﬁh@lz@ U EOLValedt QchSiHiC §np %Fés&ﬁl ihPention also

volatility through e use of securities welght

has the olts%‘xe ?iaﬁcr‘ggl@c &5})?&&1(! \?Cﬁ&[ll{t? ftﬂggl%m the ?é o# s'e%; Lt 1esQ>ve1%ht%ng criteria that
R e e
specific perfornance and risk characterlstlcs

mventl@lg alsp hay theaiotrsdinhioraifesf custamiped pasmive pryEnlioson e@@h getric may have
forth a system nmethod, and conputer program product

its ownfszpﬁciﬁomstfpuna;ricngndirislonharaaqnértsﬁbs.zat i on wei ght ed
portfolio of assets. In an exenplary enbodi nent, the
met hod may include: (a) gathering data about a
A edmplyryoémbadisens pf (He) preshne divego® st Ubah iaf ¥ystein, method, and
assets to create the index of assets; and (c)

computé® bR PreRe iR icodsirdchgg B hHﬁ-@h}bﬁa)thtﬁor?‘v%&%Bféd %)%{'t?cﬂfoe&f assets. In
in the index based on an obj ect’ive neasure of “scal e of

an exeﬁ@iﬁ{\l}(‘ UnHodfned! Wi %d%#ﬁfbﬁi%t (ér(}h&[tﬁérfh th‘ a about ! plurality of

ng nay i Acl ud ast one
(DR E e - e
assets; (b) selecting a plurality of assets to create the index of assets; and (c) weighting each of

the plurality of assets selected in the index based on an objective measure of scale of each of the
plurality of assets, wherein the weighting may include: (i) weighting at least one of the plurality
of assets; and (i) weighting other than weighting based on market capitalization, equal

weighting, and/or share price weighting.

In one exemplary embodiment, (¢) may include weighting each of the plurality of assets,
where each of the assets may include a stock; a commodity; a futures contract; a bond; a mutual
fund; a hedge fund; a fund of funds; an exchange traded fund (ETF); a derivative; or a negative

weighting on any asset.
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of assets; and (ii) weighting other than weighting

based on narket capitalization, equal weighting,
wa@pasoresshare price weighting. I n one exenpl arRCT/US2005/002345

enbodi nment, (c) may include weighting each of the

plurality of assets, 20 where each of the assets may

i nclude a stock; a commobdity; a futures contract; a

bond; a mutual fund; a hedge fund; a fund of funds;

n_exchange traded fun ETE) : derjvative; .
105 PO iRty it VEhR) iBior Shesustit of assets.
PCT/ US2005/ 002345 I n one_exenpl ary enbodi nent, (c) nmay
where gagho a\ﬁ%‘%ﬁ‘l“?’ﬂ&l‘g{é@ﬁt‘&ﬂ(-the plurality of assets,
where each of the assets may include a stock. In one
exenpl ary enbodi nent, éc) may i ncl ude weighti nlg each
& opgexqnplacy qrpRpdipeysd iy inclpds weighting egchtaf dheyplygalisy of assets,
may i nclude a comodity. 5 In one exenplary
where ewhotlihemssets ey innlydeiamomndedityei ght i ng each of the
plurality of assets, where each of the assets may
include a futures contract. In one exenplary
énbnel exenplary( e bodingent@) tae inetudghiveightiegedchadf thdplurality of assets,
plurality of assets, wherein each of the assets may

where $2RE bEER RsOAMy iddluRIFuBXEPndhH. enbodi ment, (c) may
i ncl ude wei ghting each of the plurality of assets, 10

where each of the assets may include a nutual fund. In
SR YerRtHRRHE eI whidfilitd EaciEIFIEM pilBility of asset
gggﬂ@ofé%g&pﬁ ur a;ﬂﬁtﬂ}’e@? mggse% S, W\A}f%erngge%\gﬁ o&”ﬁﬁ%lwo assems,
.asset incl ude .a,hedge, fund. In one exenplary
Wherel% ﬁ%cgloq%&g%%s,setf 8ayﬁﬁ§}uﬁlenac€%(51€ wei ghti ng each of the
plurality of assets, where each of the assets may

IIrr1] %Leu g}?en?pl];r%fne%ﬂ%diégrpt:j (Sc) may include weighting each of the plurality of assets,

where each of the assets may include a mutual fund.

In one exemplary embodiment, (c) may include weighting each of the plurality of assets,

where each of the assets may include a hedge fund.

In one exemplary embodiment, (¢) may include weighting each of the plurality of assets,

where each of the assets may include a fund of funds.

In one exemplary embodiment, (c) may include weighting each of the plurality of assets,

where each of the assets may include an exchange traded fund (ETF).

In one exemplary embodiment, (c) may include weighting each of the plurality of assets,

where each of the assets may include a derivative.

In one exemplary embodiment, (c) may include a negative weighting on any asset.
-6-



10

15

20

15 I n one exenplary enbodi nent, (c) may include

wei ghting each of the plurality of assets, where each
wo@tooshessasset s may i ncl ude an exchange traded PCHUS2005/002345

(ETF). In one exenplary enbodi nent, (c) may include

wei ghting each of the plurality of assets, where each

of the assets may include a derivative. In one

exenpl ary enbodi nent, (c) may include a negative

SRR AR s S SR oyt s o

establi atkﬁr:ltg?ﬁvs\ﬁxaggt | nﬁg&g\i}:‘ebﬁﬁper fég&gﬁgﬂ% %éﬂ%ﬁlppcg’srﬁ;sets a hedge fund,

security, a portfolio of assets, a hedge fund, and/or

and/or g longdgloBesitioosi ti on. | n one exenpl ary enmbodi ment,
(c) may include weighting based on the objective 5
neasure of scale, where the objective neasure of scale
fayoren examgary ambedimentf (cf anganyclsde eveighting chaged dnwilteh objective
each of the plurality of assets. In one exenplary

measure rdfgdileenticre tlivcobjEtiss mecadire ©f ¥pEle ynayi includey meagirél L company size
one or nore of. gross revenue, sales, incone,

associa®R WitR 8£chFHRd Slutaltesestetgnd tax (EBI T), earnings
before interest, taxes, depreciation and anortization

(EBI TDA), nunber of errpl oyees, book value, 10 assets,

lIh %melek&h y @éigécﬁfneﬁﬁtt egﬁlre l)ﬂ {:I&ﬁgargf%q dlan%Ynchude one or more

nmbodi nmen may ;nc e m&kg
Enengeofal”eiﬁﬁ&% Sl SeULTGR rAHIERYS s e
I
imterest S SRS el R CREES AT, R gy oty book: value,

15 issuin bonds or a commodity.
assets, liabilities, an Jor net worth.

In one exemplary embodiment, (c) may include weighting based on the objective
measure of scale, where the objective measure of scale includes a measure relating to an

underlying asset itself.

In one exemplary embodiment, the asset may include a municipality, a municipality

issuing bonds, or a commodity.

In one exemplary embodiment, the objective measure of scale associated with the asset
may include one or more of: revenue, profitability, sales, total sales, foreign sales, domestic
sales, net sales, gross sales, profit margin, operating margin, retained earnings, earnings per
share, book value, book value adjusted for inflation, book value adjusted for replacement cost,

book value adjusted for liquidation value, dividends, assets, tangible assets, intangible assets,

-7 -
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In one exenpl ary enbodi nent, the objective neasure of
scal e associated with the asset may include one or
wOoes/0od812 r evenue, profitability, sales, total PEGRUSHN5/002345
foreign sales, donestic sales, net sales, gross
sales, profit margin, operating margin, retained
earni ngs, earnings per share, book val ue, book val ue
adjusted for inflation, book val ue adjusted for
repl ac nt .cost. .20 book val ue .adj usted fo R
fived ofsEfh BARIRE PR tirndirty oy S BEEER! Bilys Bf pssesliggigation value
i nt i.bl e assets, . -7 WD 2005/076812... .
of assqsThURBORsS 166 Bt ebiisiton derny, ﬁl@é@%, ngf| wgth, research and
equi pnent, goodw ||, replacenent val ue of assets,
developmenii efehsemn acapuus redeivableet earnings thefare j ipterest,otages, edifidends, and
liabilities, short termliabilities, net worth,
amortizatior dEBITT2AY accemtsl mayaklns cosk pgses saldd @) sdebt ratio, budget, capital
recei vabl e, earnings before interest, taxes,
budgetdbashdpuiiet, dirddt 120001 udsat ii@&oggglre—@éﬁd badgeQUiesating budget, sales
payabl e, cost of goods sold ( ), debt ratio, budget,
budget’ qmetnf’dry 5n¥%ﬁﬂ>ﬂ§5t y &5 sRug g@ffere&‘,' rlﬁgfdgg,a%'bkbrﬁigﬁ%; tax income,
factory” over hea udget, operating budget, sales
. oudget, inventory.nethod, type.of stock offered T
CapltalﬁZ%‘th off FEing 8&1”1}(%1&8%? of %&J‘fjvﬂ@’o"r?é’}taﬁzcagﬁ’fl CAMGEPh gapifgfization of
earnings, capitalization of goodwill, capitalization )
tevenug ¢ coplig pricainge S0t SPPERSEEAN o e MPIRXFE HHEROVEL opéghead Costs, ~credit
. spendi ng, cash, conpensation, enployee turnover,
rating, ovgohéadateost igx wiedi Hquidatiom galugr elwcempane, capitelivation, of cash,
| i qui dati on val ue of conpany, capitalization of cash,
capitalik@ticapi tamimpa) capitalidatiearofirexgaye, cagh flawj aal/ordiatuwé value of expected
revenue, cash flow, and/or future value of expected
cash figash flow. In one exenplary enbodi nent, (c) nmay
i ncl ude wei ghting each of the assets in the index
based on the objective neasure of scale, where the
@R LRE LkehSr1IB AR, (o) HaydRclfdd @Ei‘gﬁtig edftHYf the assets in the index

conbi nation“of the objective neasures scal e of the

based ¢t ﬁl%tob?eg:g}gg g}eg%ﬂ%éﬁg'g%? \&%@i?'eetﬂ ?@ g%@g%ﬁée{esg%arpﬁ intcnﬁe a ratio of any

assets e capita

. wei ght.i.ng, .or. share-price wei ghting. . g
combm\gl‘(calog o{" thegobjectlve measures of scale of%ﬁe assgt other than ratios based on weighting

the assets based on market capitalization, equal weighting, or share-price weighting.

In one exemplary embodiment, the ratio of any combination of the objective measures of
scale may include one or more of: current ratio, debt ratio, overhead expense as a percent of

sales, and/or debt service burden ratio.

In one exemplary embodiment, the objective measure of scale may include a

demographic measure of the asset.
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In one exenplary enbodi nent, the ratio of any
conbi nation of the objective neasures of scale may

WO pab0t@1DNne or nore of: current ratio, debt rBECT/US2005/002345
over head expense as a percent of sales, and/or debt
service burden ratio. In one exenplary enbodi nent, the
obj ective neasure of scale may include a 20
denogr aphi ¢ neasure of the asset. -8 WO 2005/076812

RCT/ US2005/ 002345..1 n xenmpl ar.y e i ent, the.

T s PApRPEn gty p e SRECRDH vETRaE Jrbis, mAY jpelnde one or
more ogkgypi&gfo,yﬁ&%§ SRAGH o ,go 8&1&% iggécee’olpgfg%n;e gra cg:tﬁci:rrfleg}fgroc at elxp ri]ds of an asset.

exenpl ary enbodi nent, the nmeasure of conpany size may

i_ncl ude one or nore denographic neasure of the asset.

gn ppe siemeliahembediment the mepure pheorapanygizepomey: inglude ene or more

of the asset may include one or nore of a
demographicfmesawmeioditherasseti c, a non-nmarket related netric, a

nunber of enployees, floor space, office space,

and/ or ot her denographics of the asset. In one

@i enp bxamplaytenchioditidnt, the Hemagraphic iImsdeurai ¢iet dskg nivgsiaclude one or

on the objective neasure of scale, where the

more 0PRhEEH NN iABAKHE & Rn-BakbErelRN mBEcUS BuRbaeTEadbyets, floor space,
nmetric. 10 In one exenplary enbodi nent, the geographic

[ 'ﬂﬁ%ﬂgﬁ : ,.c metric other than
<ﬁﬁu:%§%£g&g§ﬁ§§%lc p o%ﬁ%%%ggkgﬁgaéighting. I n one
exenpl ary enbodi nent, the nmethod may include a passive
lkhvestLn t hod, t hat i nclude; canst.ructing th .
B R ol bt iat, SR 1, SRR B8 e objective
moasu G PRRKG R GF WGP measird QlscAIgnesy 18CHGR & GPowBRe st

fund of funds; an asset account; an exchange traded

fund (ETF); a ) ) ) ) ) i
In one exemplary embodiment, the geographic metric may include a geographic metric

other than gross domestic product (GDP) weighting.

In one exemplary embodiment, the method may include a passive investing method that

may include: constructing the portfolio of assets according to the index.

In one exemplary embodiment, the portfolio of assets may include one or more of: a
fund; a mutual fund; a fund of funds; an asset account; an exchange traded fund (ETF); a

separate account, a pooled trust; and/or a limited partnership.

In one exemplary embodiment, the method may further include: selecting a plurality of
assets for trading according to the index; and trading one or more of said plurality of assets

based on said weighting of the index.
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separate account, a pooled trust; and/or a limted

partnership. In one exenplary enbodi nent, the nethod
woregospussther i nclude: selecting a plurality of PCEESENS002345

for trading according to the index; and trading one or

nore of said plurality of assets based on said

wei ghting of the index. -9 WO 2005/076812

PCT/ US2005/ 002345 I n one exerrpl ary errbodi nment, the

t Lng.n i ncl ude; reh nCi n
3h 38k %k ARbetffert BRI A i e RoetpbRg 165 Bt based
nclude rebal anci ng on a perlodlc basis. |In one

Onthegg%ﬁplary enbodi ment, rebal anci ng may i ncl ude:

rebal anci ng based on the assets 5 reaching a

t hreshol d. I n one exenpl ary enbodi ment, the nmethod may

i PR, e¥erRplaty gImbodisnany rebalpigingsmay insdydst edalapging op p@eriodic basis.

i ndex. In one exenplary enbodi nent, the nethod of

constructing the non-nmarket capltallzatlon i ght ed '

poen¢ exdnaplanyyenthodimen, febalannieg may nmlvedeofrebaiamvmgthmdt on the assets

managenent, and/or 10 investnent portfolio
reachinigenthteshsldi ng. 1 n one exenpl ary enbodi nent, the nethod

may i nclude an enhanced i ndex investing nethod. The

met hod may i nclude constructing the portfolio of

36 58¢ Sxdniplaryfeafodibient th¥icthbdahay Higtst ineRRle Abplying rules associated

hol di ngs, performance, or characterlstlcs are
with thsRgkantially simlar to the index. In one exenplary

enbodi nent, the nethod may be a conputer-inpl enented

met hod and 15 (a) may include: gathering data using

gﬁe %Hyaférhﬁs& %ﬁ}oﬁﬂﬁaﬁt the 'I&Dase d@&%@&&fné tﬁypgng.wﬁ{& capitalization

weighted portfolio may be used for one or more of: investment management, and/or

investment portfolio benchmarking.

In one exemplary embodiment, the method may include an enhanced index investing
method. The method may include constructing the portfolio of assets in a fashion in which at

least one of holdings, performance, or characteristics, are substantially similar to the index.

In one exemplary embodiment, the method may be a computer-implemented method and

(a) may include: gathering data using computerized databases.

In one exemplary embodiment, (¢) may include weighting based on a non-market
capitalization financial metric associated with each of the plurality of assets, and a non-financial

metric associated with each of said plurality of assets.

-10 -
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capitalization financial netric associated with each

of the plurality of assets, and a non-financi al
woreaosiozesassoci ated with each of said pluralityP@f/US2005/002345

assets. -10 WD 2005/076812 PCT/ US2005/ 002345 I n

anot her exenpl ary enbodi nent, a system for

constructing a non-capitalization weighted portfolio

of assets may include: neans for gathering data about

iR P ooB Eme Rl iRl GG bii & pongrpittization
v SR o L S D LA Bl

measure of 5 scale of said each of said plurality of
means feysselesting\h @lwplitysafi agsaie togerentagheriulas ofrassetsh ehd ssighting means for
nmeans for weighting at [ east one of said plurality of
weightmgsatls of saidlpheaitg of assetaselgbted my thetihdax Hakedhon we objettivegmeasure of
based on at | east one of market capitalization, equa

scale RV @ BAchR saidpl &Ry O fREIBE whbRiEHid Weighlifle RAnANSY HRTude: means
exenpl ary enbodi nent, a non-capitalization weighted

for we%%&ﬂh%%é!l@as?fon@ﬁestaﬁi plural gtg{é:s'égtg'i é’rﬁi fﬁfléarfsn}'or%ghtgng other than

a processor adap to gather data abou

weightffg el ioh & 1535 o, RAAY SRoldielful “Soud, Relbifl: br Share price

. . weight each of the plurality of assets selected in

weightiige"i ndex based on an obj ective neasure of scale of
the each of said plurality of assets; adapted to
wei ght at | east one of the plurality of assets; and
d8 apt awthes exqipplghit craberimenty shneypeapifabization weiglied peréfolip of assets
mar ket capitalization, equal weighting, or share price

construtGomeystent,inmay. inthudein otahprocessenptiapted éoigatherralata about a plurality of
machi ne readabl e nmedi umthat provides instructions

assets; Whdptdil toheRcex pltdlied oDysséts &0 BRbfe theindb:abf &sels; RAPRE tb MRight each
conmputing platformto performoperations nmay include

of the RuBiy Whsis ST MGhé R bRAR BRI Jbfdcti?é ileQSurat 8AIEEF the each

of said plurality of assets; adapted to weight at least one of the plurality of assets; and adapted to
weight other than based on at least one of market capitalization, equal weighting, or share price

weighting.

In another exemplary embodiment, a machine readable medium that provides
instructions which when executed by a computing platform, cause the computing platform to
perform operations may include a method of constructing a non-capitalization weighted
portfolio of assets, the method may include: (a) gathering data about a plurality of assets;
(b) selecting a plurality of assets to create the index of assets; and (c) weighting each of said
plurality of assets selected in the index based on an objective measure of scale of said each of

said plurality of assets, wherein said weighting comprises: (i) weighting at least one of said
-11 -
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portfolio of assets, the nethod may include: (a)
gathering data about a plurality of assets; 20 (b)

w@edosordsmy a plurality of assets to create thePCTUS2008602345
assets; and (c) weighting each of said plurality of
assets selected in the index based on an objective
neasure of scale of said each of said plurality of
assets, wherein said weighting conprises: (i)

plurelfe Besg ab 6558 enBRE lhor o peighbippaeSah gn L IRE one of market
. Wwei.ghting other than wei ghting based on at |east one
capitalizption, el weigliing40r shate pjee V\?ﬁ'ﬁllngwei ghting, or share
price weighting. Further features and advant ages of
the invention, as well as the structure and operation )
dturthgifentyees andndwniagss of the invratipmaswalles, the sgucture and operation of
described in detail belowwth reference to the 5
variousaembnghiarenisngft theaivegson, Brré efesddibsd rinpddtaih befowt Iwdth reference to the
Drawi ngs The foregoing and other features and

accom@iiyantdgemgof the invention will be apparent from the
foll owi ng, nore particular description of exenplary

enbodi nents of the invention, as illustrated in the

2, 211 Bpiish Sf RWDIGwingsn the drawings, |ike reference
nunbers dgenerally 10 indicate identical, functionally

simlar, and/or structurally simlar elenments. The

R0 4 LSRG S oPIRSALSR il ot o
eference nunber..A preferred exenpl ary.enbodi t.is .
the follTui: ofe BB SHIPRa: o] FRUTHRGC PRBPYIGHFERY of b invention, as
i fol]owng drawings: FIG 1 is depl oynent _di agr am of
illustraied. innihe,aceRmpangiteo Arazrinesy de thy deswenzs, ke de A cumbes generally
. wth an exenplary enbodi ment of the present invention;
indicatg|idgntipal;, dunctignabe signilaroenddiragirusturdly amilanddsments. The drawing in
generation process in accordance with
which an element first appears is indicated by the leftmost digits in the corresponding reference
number. A preferred exemplary embodiment is discussed below in the detailed description of

the following drawings:

FIG. 1 is a deployment diagram of an index generation and use process in accordance

with an exemplary embodiment of the present invention;

FIG. 2 is a process flow diagram of an index generation process in accordance with

an exemplary embodiment of the present invention; and

FIG. 3 is a process flow diagram of an index use process in accordance with an

i

exemplary embodiment of the present invention.

-12-
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an exenpl ary enbodi nent of the present invention; and

FIG 3 is a process flow diagram of an index use
wWEe@seus1t n accordance with an exenpl ary enmboPCTERL008602345

the present invention. -12 WD 2005/ 076812

PCT/ US2005/ 002345 Detail ed Description of Exenplary

Enbodi nents of the Present Invention Various exenplary

enbodi nents of the invention are discussed in detai

b | ' h ' t. il .

Bl vl o TPhglE) ERGpFIRAR TR Prtlnt Bppeyri,

understood that this is done for illustration

es_only. A, perso illed in the rel evant art . .
gg%@&%cegawp% gmpﬁ(f{{neg{g ﬁzlfheclgxﬁgwgr?{% Slgﬁlasse m éetalf below including
confiqurations ymay be _used w thout parting fromthe

a pref Ogmertc JPBIC BeSiEh dmplapiatighs b discugsedefsishedd g understood
exenpl ary depl oynent di agram of an index generation

that thigrig| doreefop iliesergdon pyrpeses onbyant eesapn kkilled axthepélavant art can recognize
enbodi nent of the present invention. According to the

that otherexopipanynte ehd donfigutatioan magdeystd wittoutgaridng friomuthespirit and scope
systemto generate an i ndex. The analyst 10 may do so

of the Byettsdnng anal ysis software to exam ne data about
entities offering different kinds of securities that
may be traded by investors. An exanple of an entity

tived. 1RYicReaPELRIPIRY dePIEGHbhdift iR aﬁ%@ex%géﬂaﬁbﬂ and use process

hel d conpany whose Shares trade on an exch

: er, 1t t. i |0 | s lies .to .

n accRUEYE gL IR 0hBRE0 e NARLACY, B SBebOl bl Htguine o
La%gdeg .V\,he{e i nformation about the entity and/or jts

exemplecy GEPRUTEG, 2 APRSHITERY e RBRHISE SBHICTBLP AEniaaen indsx. The analyst
avai |l abl e) for analysis. In an_exenplary enbodi nent, '

may dege by Msingrnelysisseitpaentogxanying ¢aa phousentities gfferingsdiffgrent kinds of
the entity date, the index nay be used to build

securitiesvibst met bep dratléd by cisvestorsi Avestantple ad\dns entity nthaageay be offering

securities may be a publicly held company whose shares trade on an exchange. However, the
present invention also applies to any entity that may have any type of security that may be traded
where information about the entity and/or its security is available (or capable of being made

available) for analysis.

In an exemplary embodiment, once an index has been generated by an analyst using the
entity date, the index may be used to build investment portfolios. An investor, advisor, manager
or broker may then manage the purchased securities as a mutual fund for a plurality of individual
and institutional investors. Alternatively, the purchased securities may be managed for one or
more investors. In the latter case, securities may be purchased based on the index for inclusion

in an individual or an institutional investor’s portfolio.
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or broker may then manage the purchased securities as
a nutual fund for a plurality of individual and
WO pa@siorastt onal i nvestors. Alternatively, the pPeTOSxes002345
securities may be managed for one or 20 nore
investors. In the latter case, securities may be
pur chased based on the index for inclusion in an
i ndividual or an institutional investor's portfolio.
1076812, P 085/.0 G; depi. ¢t .
T8, LBy oR SRERELE PromRoRa AR of Mg PPRLELSn process in
eneration process in,accordance with an, exenpl a
accordigoctite Al BICTHMEYp PEOEHEST N heoRISSPR SHVeBWeRmd 4 cxemplary
enbodi nent, to generate an index, an anal yst using .
embodineity 9 genseite warbdexa yn Apalysisusing pralyHaseftwagsduey access entity data
various entities that have securities that are traded.
about Farowsx amjties, thatilHaive| sectnitiadethad aronipaieil e Fomestamgies cpubdiely traded
i nformati on about certain financial aspects of their
compafips maist dixslosd hfrmatifnostiot iceriaifiEihaBeiah gy aifatleit @pedtions. This
plurality of entities. Market sectors and

inform&23d ondi fGeodtiifliEses pﬁﬁMit%r hNerRiel. domRtef s8&4oRNEd corresponding
generated using the aggregate data. In slightly nore

.o 1 Ry | ryal i zi ng
indices i Pirn p8 7P R PYordf BEREIAE oLt 8 AR
capitalization nmetric. The normalized entity data may
e us to geperate .10 a wejghting fynction.. . .
38 tiRflly i RS0 6 it Fual b Seifhe Bl by Rzipe entity data for
. business sector_ as defined by the netric, in an
particular deptmgrhetaptiglizaiing mefyc. Tha aermalized entiytatamay bgysedyto generate
the weighting function. Once an index is generated,
a weighttngfuciien descrbing tlengsingnityitioniof dackheantity toreebusinbex sevtoyr apdefined by
used to track the business sector defined by the

the métige,r inCa0 exémplare ainbodinfedt.t Aflihdexonagebdl pendreted wingethe dweighting
by the entities whose informati on was used to generate

functionh©ntd&ieinded B FkraeR AR Bding b AleLLSHRlyAbRANRAH! KB Mdex may be
of the invention a néthod of constructing a

used td! trAFk g‘lgé B@i_i%@s@t%gtt@ﬁ‘ﬁ@h&élf gg ﬂ?eo[x{g&? bf 1@ rARSE por®Eb of securities

ering ta about vari ous

offered by the entities whose information was used to generate the index.

For example, in an exemplary embodiment of the invention a method of constructing a
non-capitalization weighted portfolio of assets may include, e.g., gathering data about various
assets; selecting a group of assets to create the index of assets; and weighting each of the group
of assets selected in the index based on an objective measure of scale of each member of the
group of assets, where the weighting may include weighting all or a subset Yof the group of
assets, and weighting based on other than market capitalization, equal weighting, or share price

weighting.
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assets; selecting a group of assets to create the

i ndex of assets; and wei ghting each of the group of
w@s@snwssel ected in the i ndex based on an obj er€T/UBS2005/002345

nmeasure of scale of each nenber of the group of

assets, where the weighting may include weighting al

or a subset of the group of 20 assets, and wei ghting

based on other than narket capitalization, equal

S5, G0 55 Y b B e o of s

. emhodi nent, the i ghting. of each_nenber of the grou
may Ingiudg weaghting q.?aeg}s gﬁ@%’uﬁé"ﬁ%@?@ BPES gEﬁ%I% gogyarémv S o@ assets may
) vari ous tyFes. Exanpl es of various types of assets may
includs, §e2-Le nog lignited pieyta Fioek typey a eanmedityatypeio Rutusgp eonteact type; a bond
comodity type; a futures contract type; a bond type;
type; aammtutalidiind typd; bylpdge futdeype; 4 dndl ofy fimds dyfeyirad exchdngadsaded fund
type; an exchange traded fund 5 (ETF) type; and a
(ETF) egrei M@t b \derivthe 35S &dssts. e waslaie gy ABY idlsdR, e.g., but not limited
include, e.g., but-not limted to, a negative
i ' : : i of assets.
o R o O e P E? e or csent
i nvention, the index may be weighted based on an
obi r o b Cye .
ARlcBidhY 3o "BRRMI S BB MR, DG BB the dndox may be
. underlying asset. itself. The asset Lncl.ude a
weightfi) FRise o o PE5H v s abcniEy Wcis B § GG megpurs of scale may
) commodity. An objective neasure of scale associated =
includgyp measuse relafingsto apainderiying gsseh gel ohs asetiteay igplude a municipality, a
revenue, profitability, sales, total sales, foreign
municipality dgsuingomsisi @ asealnampdifiet Asabjestivaymessirsaf sle gssafiated with the
mar gi n, operating margin, retained earnings, earnings
asset nfr irghaleeanybemkbivatidreof: howdnuv aproditabiljtiisiabel, k&l sales, foreign sales,
i nflation, book value adjusted for replacenent cost,

domest® @kleY ahbe sAgs, USed shIRE, blofidi HakiONopiting mAtdth dRMlSed earnings,
assets, tangible assets, 15 intangi ble assets, fixed

eamin@é%{rgs%ar@ r?&ey (zéiue,g#@onlg valfid lgdmﬁt for qgﬁ&’t‘ﬂﬁnl, Ibook value adjusted for

cenment val ue

replacement cost, book value adjusted for liquidation value, dividends, assets, tangible assets,
intangible assets, fixed assets, property, plant, equipment, goodwill, replacement value of
assets, liquidation value of assets, liabilities, long term liabilities, short term liabilities, net
worth, research and development expense, accounts receivable, earnings before interest, taxes,
dividends, and amortization (EBITDA), accounts payable, cost of goods sold (CGS), debt ratio,
budget, capital budget, cash budget, direct labor budget, factory overhead budget, operating
budget, sales budget, inventory method, type of stock offered, liquidity, book income, tax
income, capitalization of earnings, capitalization of goodwill, capitalization of interest,

capitalization of revenue, capital spending, cash, compensation, employee turnover, overhead
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assets, liquidation value of assets, liabilities, |ong
termliabilities, short termliabilities, net worth,

w0 e@saraih2 and devel opnent expense, accounts reRET/USIIE002345
ear ni ngs before interest, taxes, dividends, and
anortization (EBITDA), accounts payable, cost of goods
sold (CGS), debt ratio, budget, capital budget, cash
budget, direct |abor budget factory over head budget,

costs, ‘i(%g%{e rat rlg tg%ov%g or?%é reiéc dr%%l’ ?éuﬁ e{/aIB i% &gaﬁé{é n%{) ga?%atlon of cash,
.. .income, capitalizat.ion of, earnin ca ation

capitaliggfiQhypd |carmings; P S OB P 5P P e tﬂO“P eifpt Bits S8, of expected
of revenue, capital spending, cash, conpensation,

cash flestipl oyee turnover, overhead -15 WD 2005/076812
PCT/ US2005/ 002345 costs, credit rating, growh rate,
tax rate, liquidation value of conpany, capitalization
Katioaddn maydp vwedi Zlat danoexeofplarmrembodiment athict wdightitg ofhassets in the
of revenue, cash flow, and/or future value of expected

index laed ol ebjectRat messute3oof@yleD endysedlude h satioexaml asnibination of the
enbodi ment, the weighting of assets in the 5 index

objectiPAMBEPE &i*%cﬁlétdf‘{ﬁe ERAVIES Shaf raﬁ@@b&‘sed R YvdiRtRliddBe Bssets based on
rati o of any conbination of the objective nmeasures of

marketsc%?%teﬂ%zg{loﬁ rkﬁe assgpgﬁés gg (selyi]@ﬁna@gde %@%ﬁggg?{ Q)Fbmzpaef* i & the ratio of any

combmgﬁual f\él.ﬁ glﬁt Icﬁgé Ir%%at?rgsgh sgai%ﬁ%y\#g{:]]%gt ! ng lthenot limited to, current

ective neasures of scale nmay include, but not
ratio, detJrfatl@d)Vtaﬂleaé GXPIE 25 3 BRTPRNt of adles, Py ser&ﬁ@ﬁ%&%@ ratio.
expense as a percent of sales, or debt service burden
ratio. 10 In an exenpl ary enbodlnent the portfolio of
ds gpexemplary erobediment thg portifelio eftsséts miay datleds, e.gobet oot limited to,
nore of, a fund; a nmutual fund; a fund of funds; an
one or metofaa: ) ta; mamabﬁnidaaghnd bﬁﬁﬁﬂﬂs; fnundel &cCbynt; an exchange traded
separate account, a pooled trust; or alimted

fund (BYEN! A &paRit® acdolin@ R pBBABASE Vr @Hm@a ersip.Teasur e of
p.

conpany size may include one of, or

par

In an exemplary embodiment, a measure of company size may include one of, or a
combination of one or more of gross revenue, sales, income,earnings before interest and tax
(EBIT), earnings before interest, taxes, depreciation and amortization (EBITDA), number of

employees, book value, assets, liabilities, or net worth.

In one exemplary embodiment, the measure of company size may include a demographic
measure of the asset. The demographic measure of the asset may include, e.g., one of, or any
combination of one or more of a non-financial metric, a non-market related metric, a number of

employees, floor space, office space, or other demographics of the asset.
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conmbi nation of one or nore of gross revenue, sales,
i ncone, earni ngs before interest and tax 15 (EBIT),
w@a0osiongs2 bef ore interest, taxes, depreciati onPENWS2005/002345
anortization (EBITDA), nunber of enpl oyees, book
val ue, assets, liabilities, or net worth. In one
exenpl ary enbodi nent, the neasure of conpany size may
i nclude a denngraphic neasure of the asset. The
grg éﬁ? g‘%e%q]gll &E@Gc’d"mg { Iﬂﬁngﬁ%‘?gaﬁe%%%erd (ﬂ’{:l!hlé %g}ecgvegmeasure of scale,
non- flnanC|aI rlc n narkei relateqenetrl
where {hg fpeasufs mayjngipe 8y£’§8§rap icdBeiricphe gepgrpphic Mgl In a‘beemplary
ot her denographics of the asset. -16 WD 2005/076812
embodipEnt U820 08¢10d2 34 Bepgrapltc anelis| aﬁhyr dhdo grepsndomestic product (GDP)
wei ghting may be based on the objective neasure of
weightingal e, where the neasure may include a geographic
metric. The geographic netric in an exenplary
enbodi nent may i nclude a geographic netric other than

FIGS3 deisioB ni sxemipliyl pioceSsIR)w diagiaghdf gindbx bde(pross in accordance
depicts an exenplary process flow diagram of an index

with a&%ferngﬁlﬁﬁﬁéﬁbbdﬁnﬁﬁg 8F dRNERsentifVinftn EXETRAS! I‘Jhay be received from an
ment of the present invention. An index may be

index eﬁ&gﬁ{!r?g dJ %&rgn%ﬂna 98@% gﬁ{&%{eﬂh gh@{d%ﬁﬁ®sm%rlﬂxaﬁ%¥ oPSecurities to

erm ne uan

purchasgn %;é%&gfpb Op 15%?{?) gn?-[?ég@g%@tff Olb'é)?itﬁ.gt?} g’ég srg:gurltles may be

pur chased from an exchange or other market and may be
purchadeg)] o3, ATk EXBIAES P PIIER TIAkRs FdmeY bg drelg} gy gegpunt for an investor or
i nvestors. The index may be updated on, e.g., but not
group dfiini¢séatst ‘She inder maydbecupdetidsorprecs., rynobdimiteddo,as periodic basis and
basis to rebal ance the portfolio, according to an

may bexsaphanybaisadidiahince tHC porifdling atrdingtibemn exaipirarembodiment.
enbodi nent, the portfolio can be rebal anced when,

AccordthgDtor arfdtHr %xerﬁﬁfaxe}r ShPSHmERY, RN rHoliS cafBERBdlanded WikinSe.g., a pre-

way, a portfolio may be créated and nai ntai ned based

determined threshold is reached. In this way, a portfolio may be created and maintained based

on a non-market capitalization index.

Rebalancing can be based on assets reaching a threshold condition or value. For
example, but not limited to, rebalancing may occur upon reaching a threshold such as, e.g.,
‘when the portfolio of assets increases in market value by 20%,’ or ‘when the assets on a sub-
category within the portfolio exceed 32% of the size of the portfolio,” or ‘when a U.S. President

is elected from a different party than the incumbent,’ etc.
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on a non-market capitalization index. 15 Rebal ancing

can be based on assets reaching a threshold condition
woroogarase2 For exanple, but not limted to, PCT/US2005/002345

rebal anci ng may occur upon reaching a threshold such

as, e.g., when the portfolio of assets increases in

mar ket val ue by 20%' or “~when the assets on a sub-

category within the portfolio exceed 32% of the size

of. the portfoli.o '.or “when.a U, resi dent
or et et om ARy vt RR i i e nommatc
etc. - 17 O%l‘# g76812 PCT/ US2005/ 002345 The present
capital lm@ﬁt Wﬁllg p QERBY al§ F HRYRSIRGH) 1Banagemgnt (g8 investment

non- mar ket capitalization wei ghted portfollo may be
portfolig bendhsrarkingest nent management, or investnent
portfolio benchmarking. An exenplary enbodi nent of the
i nvention may be inplenented on a conputing 5
déwni eshylarypembedisen( ©f , the dnpetion( sy dredimgplemented on a computing
comuni cati ons device(s). The conputer, in an

devicef)epiotessyr(Srooehaess) andiy coRmRiniGEiot\devile(s)Dr e centr al
processing units (CPUs) or processors, which may be

coupled to a bus. The processor may, e.g., access

MREh&) JORIPRIkeE, \th Bart Qﬁe@? Rry ERfhodaiti! ay"BYmpPEseC OHP! tdmore central
to an |nput/out put (170" subsystem such as, e.g., but

proces@ﬂlg eliﬁ]}ﬁi?&é??&f & C[():r@céég rleﬁcfl P‘fv\g l{(eac%ﬁ%lgéi tdla gﬁ Qe n@[)ce@sor may, e.g.,

e 0 a ne econp

accessbﬂlzl‘fn g?elﬁﬁrgp\lggﬁtgfe ob%jglgoncliqa%‘\{ i R co i“é’:ﬁ% gpymput/output o)
menory. may i ncl ude, not I|mted to, a disk
subsysiers rsyigh agn¢-&- diut goh Ml%ddpa@@eﬁ@@ﬁkwmerf@ﬁ% RPNy @a modem for

storage units may include, but are not Ilimted to, a
accessnegnativerkt diggonpetdroeays alsh bascoupled .t aasehamdaryd mmor)adlrectly via
optical storage device such as, e.g., a wite once

bus, of eacth itmaﬁyméMﬂSMfoﬂéﬂan@.le.OSecﬁndaﬁpﬁﬂho@i may inChille, @§., But not limited
n
to, a dzrsigstfrage unit or other storage medium. Exemplary disk storage units may include, but
are not limited to, a magnetic storage device such as, e.g., a hard disk, an optical storage device
such as, e.g., a write once read many (WORM) drive, or a compact disc (CD), or a magneto
optical device. Another type of secondary memory may include a removable disk storage
device, which may be used in conjunction with a removable storage medium, such as, e.g. a CD-
ROM, or a floppy diskette. In general, the disk storage unit may store an application program for
operating the computer system referred to commonly as an operating system. The disk storage
unit may also store documents of a database (not shown). The computer may interact with the
I/O subsystems and disk storage unit via bus. The bus may also be coupled to a display for

output, and input devices such as, but not limited to, a keyboard and a mouse or other

pointing/selection device.
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15 optical device. Another type of secondary nenory

may i nclude a renovabl e di sk storage device, which
woreyslogssused i n conjunction with a renovabl e sPCI/E§®05/002345

medi um such as, e.g. a CO- ROM or a floppy diskette.

In general, the disk storage unit may store an

application programfor operating the conputer system

referred to commonly as an operating system The disk

or,age, unit al so.store docunents of a daf abase
CrotRERisalifeterB Binbt Bothly” AP pelief) BRL7S6RFpey readabic
mediu%ugtggggg gjggcg Fc](g ggllfeg!a(lgfs gq%fgrg%gvlélq?ilatrsuglg gg,%g.; bgﬂlgotiblﬁgﬁqrﬁayo removable
devi ces such as, but not |limted to, a keyboard and a
storagergiive adrarddiskrinstglsdnnihar disk duve. ond gienplsestc.- TBesp@omputer program
2005/ 076812 PCT/ US2005/ 002345 In this docunent, the
produdte muy provideutofiwaps ogcampoedisystémanthé avemidremay daeddibdceed to such
medi unt may be used to generally refer to nedia such

compu&’&f,pr6g1€n1_,pr6§1§ct§10t [im t ed to re_rmvabl e storage drive,
a hard disk installed in hard disk drive, and signals,

etc. These conputer program products nay provide

SREANREEs {P“GRIAHESImINST €A erhBEdihRUEN t4Q0 PR ¥mBEdiment,” “various
directed to such 5 conputer program products.

embodﬁ%&&ﬂ’san&gz I%agr dillrl(rerig%{;eeﬂj&? %ygrghgdlmgﬁgg}glgp rrg‘%lt ig?é}ﬁié;tﬁcs.o, described may

anpl e ) var

inctad R oo I B RSl nocesarty

) structure, or characteristic, but not every enbodi nent )

includersthe periculay featwrel siassurear characierisiicaF urtien tApeated use of the phrase “in
structure, or characteristic. Further, repeated use of

one erbedipleng’der“iim abOexemeplaybouberiment;” do rot meegssailgnpfearty the same
enbodi nent," do not necessarily refer to the sane

embodémbeg hiffestigh tedytheygh they may. In the foll ow ng
description and clains, the ternms "coupl ed" and

"connected," al ong |

In the following description and claims, the terms “coupled” and “connected,” along
with their derivatives, may be used. It should be understood that these terms are not intended as
synonyms for each other. Rather, in particular embodiments, “connected” may be used to
indicate that two or more elements are in direct physical or electrical contact with each other.
“Coupled” may mean that two or more elements are in direct physical or electrical contact.

However, “coupled” may also mean that two or more elements are not in direct contact with

each other, but yet still co-operate or interact with each other.

An algorithm is here, and generally, considered to be a self-consistent sequence of acts or
operations leading to a desired result. These include physical manipulations of physical

quantities. Usually, though not necessarily, these quantities take the form of electrical or
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with their derivatives, may be used. It should be

understood that these terns are not intended as
wa@yesnyess2 f or each other. Rather, in particul aPCT/US2005/002345

enbodi nents, "connected" nmay be used to 15 indicate

that two or nore elements are in direct physical or

el ectrical contact with each other. "Coupled" my

nmean that two or nore el enents are in direct physi cal

magneﬁgasﬁélf% caPaao e ?nbngg% st ﬁemﬁ%llgsrf%'f (l()%g'rb nﬂeddl é%){areﬁo and otherwise
onta;ls5 wWth each other but yet still co-operagte or

manipplgted, ol thagproyeB ARV eRiFRy at tﬂesmrlarlgelﬂr faTreRSOR o omgiag usage, to
general ly, considered to be a self-consistent sequence

refer tfthese signgls asntsopelnes, ieksmeents spinhglst chasacirss tewas, mumbets or the like.
These i nclude physical mani pul ati ons of physi cal

It shouldihae tinddrsteod, Usnraivery that b wd theso tndieindlas termb yre tbfbe sesociated with the
quantities take the formof electrical or -19 WO

approp%&%%l@%ﬁﬁlléua?ﬁf 142040 helg4onvdB& eibel a%gﬁ&ﬁ’tosthese quantities.
capabl e of being stored, transferred, i ned
conpared, and otherwi se nanipul at ed. It has proven'

CORNENE 'iﬁc'%ﬁl LdtATBS otlRivie! Rabbdaré R 48R %ll&fnng Qid®Esions, it is
usage, er to these signals as bits, val ues,

apprecfaltgmtt ﬁlirxoﬁ%}g%? &ﬁ% e]? d&% ﬁ éugﬁéﬁ%’tg{}ﬂ{g%nﬁ %P‘fht %e “processing,”

Sj.m erns are to bhe associated,wt
compggg%gr“{i%\ lﬁj[nég Jpﬁ‘[ eglgfnla%rgﬂrlt lg%e 5 g to,the ﬁ%til(g} I?i/or processes of a
convenient | abels applied to these quantities. UnI
Ccompuigsesi GORpRItng sytigie 87 SIHEN \ilard OnigCoRpIERS device ot lnenpulate and/or
foll owi ng discussions, it is appreciated that
transforr datgh@ptescIﬂed apephyfsicahtsiuoh adi aleatzmin rqslanﬁﬁiési withip the computing
terns such as processing "conputing,’

systeni’§ adgistbi®tandbr ‘mérdeti@yr it bihgr datarsithhigly tdpeesentefiek phosical quantities
the action and/or processes of a conputer or

Wlthlnc@rf@tt%hﬁﬂtlﬁg SERMBmM S mehdBrledr r8if6ks" AP Gh&OTALK | Armation storage,
devi ce, ‘that mani pul ate and/or- 10 transform data

transm'is%%}]tcﬁecm q%vm&% | IgyS| cal, such as el ectronic,

n the conputlng systenis registers
and/or nennrres into other data simlarly represented

% &P sr}Xlealg rarl er ﬁ*} | te1|~n? $‘processor may refer to any device or portion of a device
that processes electronic data from registers and/or memory to transform that electronic data into
other electronic data that may be stored in registers and/or memory. A “computing platform”

may comprise one or more processors.

Embodiments of the present invention may include apparatuses for performing the
operations herein. An apparatus may be specially constructed for the desired purposes, or it may
comprise a general purpose device selectively activated or reconfigured by a program stored in

the device.
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within the computing systems nenories, registers or

ot her such information storage, transm ssion or
wale@ploagizievi ces. In a simlar manner, the terpCT/US2005/002345

"processor” may refer to any device or portion of a

device 15 that processes electronic data from

registers and/or nenory to transformthat electronic

data into other electronic data that nay be stored in

AP SRR RIT o SPOP R4 S Bt v, i
T R T R P —

specially constructed for the desired purposes, or it
Thus, thgybreazith sadhpeoips @f shaypissend linysntipn skowdé npicle kmited by wey 9f the above-
activated or reconfigured by a programstored in the
descrilsbevixemplar 6mBOd N, Bt Sibail Pee d¢iHRd Obhly0in2i3d&rdamel with the following
vari ous enbodi nents of the present invention have been

claims329GhdiPeghivIons, WHilexhRUhvbntion s Béchtpanbul Bl ddsby@ded and illustrated

have been presented by way of exanple only, and not
. Q) r . . . .
with refbiFhl Ak Pfeforbubddifiply A3 beAMICRERA%H Hock Mvipe ppdinary skl in
ve- descri bed exenpl ary enpodi pent s ut shoul. d be
the ar B eRang S i Ao ForE S Riod Rt RER By BhinadF S et to formal
..and their equivalents, ile this jnvention has been
detail ng?qt@@pg,ﬁpg Lfl@é% teispay %Hacqnq Qfdhs Wyediony t h ref er ence
to a preferred enbodinent, it will be understood to
those having ordinary skill in the art that changes
in the above description or illustrations nay be nade
with respect to formal detail w thout departing from

the spirit and scope of the invention. -21 WO
2005/ 076812 PCT/ US2005/ 002345
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What Is Clainmed Is: 1. A nmethod of constructing a

non-capitalization weighted portfolio of assets,
w@ompsrasing: (a) gathering data about a pl ur ab€T/yYSm5/002345

assets; 5 (b) selecting a plurality of assets to

create the index of assets; and (c) weighting each of

said plurality of assets selected in the index based

on an objective nmeasure of scale of said each of said

pl ural sse wherei n said wei ghting conpri ses:
(i) \MJ%%#?#&%@H”&Z%st one of said plurality of
assets; and 10 (ii) weighting other than weighting
based on at |east one of market capitalization, equa

wei ght.i share price ht i
‘%Pﬁ‘. Oﬁg é‘il’é{rl% H’rgfﬁ‘i mﬁaﬁeﬂ%gam&etss% PB%%PITE&SG% comprising:
wei ghting each of said plurality of assets, wherein
(@ai d eptirerire datg ghont 3 plwalily A epsstss at | east one of a
stock; a 15 commodity; a futures contract; a bond; a
(yut ual selastidg aglireliyeoffagsedls toccréaiertheghddx nfdssetsyand
exchange traded fund (ETF); a derivative; or a
()egat iweighthgeddhnd said piliassissetSselddial ithddex based on an
according to claim1, wherein said (c) conprises

objectiVe e irB @f S oPfai$ 8Ach ofRhidifMialily SHfas@igets, wherein
sai d each of said assets conprisés a stock. 20 4. The

met hod, aceor di Iffgﬂtlﬁ%@%ﬂ{hﬁsesmer ein said (c)

conpri ses MEIg Sai d plurallty of assets

wher ei n sa| .of asse WO
2005/ 076812 %@%&%6@%@%%29 dpﬂé%? r di ng
to claim1, wherein saldél rlses wei htlng each

of said (ii) weighting other anwelgh ing based on af least one of market

capitalization, equal weighting, or share price weighting.

2. The method according to claim 1, wherein said (c) comprises weighting each of said
plurality of assets, wherein said each of said assets comprises at least one of a stock; a
commodity; a futures contract; a bond; a mutual fund; a hedge fund; a fund of funds; an

exchange traded fund (ETF); a derivative; or a negative weighting on any asset.

3. The method according to claim 1, wherein said (c) comprises weighting each of said

plurality of assets, wherein said each of said assets comprises a stock.

4.  The method according to claim 1, wherein said (¢) comprises weighting each of said

plurality of assets, wherein said each of said assets a commodity.
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plurality of assets, wherein said each of said assets
conprises a futures contract. 6. - The nethod

wa@e@sndismy to claim 1, wherein said (c) conpriBEBUS2005/002345
wei ghting each of said 5 plurality of assets, wherein
said each of said assets conprises a bond. 7. The
nmet hod according to claim1, wherein said (c)
conprises weighting each of said plurality of assets,

0, sai d.,.each of saj d asset onpri.ses a ,nut ual .
5. TR AR AR uRin e BRI BOBPHFRR el Byt of sad
.sai C) conprises i ghting each of said plurality
Plurahwfof‘}éé@‘é%»é*{h%@rsémagﬁpﬁsaé BffeSCoOmprigesA LEYIES et ses
a hedge fund. 9. The nethod according to claiml1,
wherein said (c) conprises weighting each of said
plurality of assets, wherein said each of said assets
6. - Thenmethedsccardingth dhinfi indhereibbsaid(c) thaprisdsivedglatgaach ofsaid
to claim1, wherein said (c) conprises weighting each

plurali§fofelidls, iledéialshidyeatlh oPSSE hstets\WORpRiEs SBdid. each of
sai d assets conprises an exchange traded fund (ETF).

11. The method according to claim1, wherein said (c)
conpri ses wei ghting each of said 20 plurality of

t wherein.said each of saj d,assets conprises .a .
7. 188 RRod A8 gh8 et B S inc B 6 REBR e TR Sefof said
.wherein said.(c). conprises a negative weighting on any
Plural“éf&sfr@@?et%?@’a&@%f@'@§ﬁg%%*ﬁ PETIS 93P PSIS TR i : The
met hod according to claim 12, wherein said negative
weighting is perfornmed for purposes of at |east one
of establishing, or neasuring, performance for at

8. Theasdthahacootdiagyo clsiac by whateinssajibc) tahprisesfweaagigiiseactaof said
hedge fund, or a long/short position. 5

plurality of assets, wherein said each of said assets comprises a hedge fund.

9.  The method according to claim 1, wherein said (c) comprises weighting each of said

plurality of assets, wherein said each of said assets comprises a fund of funds.

10. The method according to claim 1, wherein said (c) comprises weighting each of said

plurality of assets, wherein said each of said assets comprises an exchange traded fund (ETF).

11. The method according to claim 1, wherein said (c) comprises weighting each of said

plurality of assets, wherein said each of said assets comprises a derivative.

12.  The method according to claim 1, wherein said (c) comprises a negative weighting on any

asset.
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14. The method according to claim1, wherein said (c)
conpri ses wei ghting based on said objective neasure
woRoosoasez wherein said objective nmeasure of sSPEl/€S2005/002345
conprises a neasure of conpany size associated with
each of said plurality of assets. 10 15. The net hod
according to claim 14, wherein said neasure of conpany
size conprises at |east one of gross revenue, sales,
inconme, 15 earnings before interest and tax (EBIT),
earni ngs before interest, taxes, depreciation and
norti zati on  ( EBI TDA) nunber of enpl oyee

13, Ths msihiod agzQrting o gl  Zpviareinsaid r@gaﬁh\éqwmﬁw lspzzfomd for

2005/ 076812 PCT/ US2005/ 002345 16. The nmet hod

purposeccefit taptgpneoidstablislingth enesisnrieg pgripuhanse dpr dtdeast one of any

wei ghting based on said objective neasure of scal e,
securityeepoeifsliccaf dssets] & htdgecfundas arleng/fhatpdsitionpri ses a
measure relating to an underlying asset itself. 5 17.
The nmet hod according to claim 16, wherein said asset
conprises at |least one of. a nunicipality, a

14. THY ﬂ{e‘ﬁ{oeaajcis&ﬁif.lg‘ &H1RE P,q{)ge?ein%'éida(cf QWé'eE Yweighting based on said
objective measure of scale, wherein said objective measure of scale comprises a measure of

company size associated with each of said plurality of assets.

15. The method according to claim 14, wherein said measure of company size comprises at
least one of

gross revenue,

sales,

income,

earnings before interest and tax (EBIT),

earnings before interest, taxes, depreciation and amortization (EBITDA),

number of employees,

book value,

assets,

liabilities, or

net worth,
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18. The nmethod according to claim 16, wherein said
obj ective neasure of scale associated with said asset
wa@ompnieses at | east one of: 10 revenue, prof i PEDUB200§002345
sales, total sales, foreign sales, 15 donestic
sal es, net sales, gross sales, profit margin,
operating margin, 20 retai ned earnings, earnings per
share, book val ue, book val ue adjusted for inflation,
2 0 76812 .PCT/ / 4 L. .
16, TRl SR Gl Ly 2o R Er oo 8 St pasep g i

o |l%ui datiPn Yal e, . di.vi dends, assets )
objective measure of scale, wherein said objectivé measure of scale comprises a measure

relating to an underlying asset itself.

17. The method according to claim 16, wherein said asset comprises at least one of: a

municipality, a municipality issuing bonds, or a commodity.

18. The method according to claim 16, wherein said objective measure of scale associated with

said asset comprises at least one of:
revenue,
profitability,
sales,
total sales,
foreign sales,
domestic sales,
net sales,
gross sales,
profit margin,
operating margin,
retained earnings,
earnings per share,
book value,

book value adjusted for inflation,
-25.
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5 tangi bl e assets, intangible assets, fixed assets,
property, plant, 10 equi pnent, goodw ||,

wo epbacsnent val ue of assets, |iquidation val BPET/082005/002345
assets, liabilities, 15 long termliabilities, short
termliabilities, net worth, research and devel opnent
expense, accounts receivable, 20 earnings before
i nterest, taxes, dividends, and anortization (EBITDA),

T L R T
book value adjusted for liquidation value,
dividends,

assets,

tangible assets,

intangible assets,

fixed assets,

property,

plant,

equipment,

goodwill,

replacement value of assets,

liquidation value of assets,

liabilities,

long term liabilities,

short term liabilities,

net worth,

research and development expense,
accounts receivable,

earnings before interest, taxes, dividends, and amortization (EBITDA),
accounts payable,

cost of goods sold (CGS),

debt ratio,
‘ =26 -
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capi tal budget, cash budget, direct |abor budget, 5

factory overhead budget, operating budget, sales
whoageres12 i nvent ory net hod, type of stock of f REBUS2003/02345

liquidity, book inconme, tax incone, capitalization

of earnings, <capitalization of goodw Il, 15

capitalization of interest, capitalization of

revenue, capital spending, cash, conpensation, 20
bqﬁg{oyee turnover, overhead costs, credit rating,

WSk h rate,

capital budget,

cash budget,

direct labor budget,
factory overhead budget,
operating budget,

sales budget,

inventory method,

type of stock offered,
liquidity,

book income,

tax income,
capitalization of earnings,
capitalization of goodwill,
capitalization of interest,
capitalization of revenue,
capital spending,

cash,

compensation,

employee turnover,
overhead costs,

credit rating,

growth rate,
-27 -



-27 WD 2005/ 076812 PCT/ US2005/ 002345 tax rate,
i qui dati on val ue of conpany, capitalization of cash,
weapstaisizat i on of earnings, 5 capitalization BET/US2005/002345
revenue, cash flow, or future val ue of expected cash
flow 19. The nethod according to claim1l, wherein
said (c) conprises weighting each of said assets 10
in the index based on said objective neasure of scale,
tmh%kgin sai d objective neasure conprises a ratio of
%ﬁ& ¢onbi nation of said objective neasures of scal e of
the asset ot?er than rati os based on weighting the
liguidatien yalue 9T 69MPAYket capital i zation, equa
wei ghting, or share-price weighting. 15.20. The
cagitdhizatierceliadiong to claim 19, wherein said ratio of
any conbi nation of said objective neasures of scale
cepitglizatien of ehraawk, one of : current ratio, debt ratio,
over head expense as a percent of sales, or 20 debt

capitalizeBouf @eshueat i 0. 21. The nmethod according to
claim 16, wherein said objective neasure of scale

cggﬂp5®§&$ a denographi c nmeasure of the asset.

future value of expected cash flow.

19. The method according to claim 1, wherein said (¢) comprises weighting each of said assets
in the index based on said objective measure of scale, wherein said objective measure coniprises
a ratio of any combination of said objective measures of scale of the asset other than ratios based
on weighting the assets based on market capitalization, equal weighting, or share-price

weighting.

20. The method according to claim 19, wherein said ratio of any combination of said objective
measures of scale comprise at least one of:

current ratio,

debt ratio,

overhead expense as a percent of sales, or

debt service burden ratio.

21. The method according to claim 16, wherein said objective measure of scale comprises a

demographic measure of the asset.
-28-
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-28 WD 2005/ 076812 PCT/ US2005/ 002345 22. The met hod

according to claim21, wherein said denographic
wore@sore1nf scal e conprises at |east one of: PCT/US2005/002345

enpl oyees, 5 floor space, office space, |ocation,

or other denographics of an asset. 10 23. The nethod

according to claim 14, wherein said neasure of conpany

size conprises at |east one of a denographic nmeasure

of the asset. 24. The nethod according to claim 23,

wherei n sai d denographi c neasure of the asset 15

omprj ses at | east, one_of, a. nopn-financial netric .
2. Thehehpd srcrdpgiogerRer; wherein s3 OgsePluGeaspER el scale comprises
fl oor space, 20 office space, or other denographics of
at leasttore @fsset. - 29 WD 2005/ 076812 PCT/ US2005/ 002345

employees,
floor space,
office space,
location, or

other demographics of an asset.

23. The method according to claim 14, wherein said measure of company size comprises at
least one of

a demographic measure of the asset.

24. The method according to claim 23, wherein said demographic measure of the asset
comprises at least one of:

a non-financial metric,

a non-market related metric,

a number of employees,

floor space,

office space, or

other demographics of the asset.
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25. The nethod according to claim1l1l, wherein said (c)

conpri ses wei ghting based on said objective neasure
woRoosoasez wherein said objective nmeasure of sSPEl/€S2005/002345

conprises a geographic netric. 5 26. The net hod

according to claim?25, wherein said geographic netric

conprises a geographic netric other than gross

donmestic product (GDP) wei ghting. 27. The nethod of

laim1 e n t 0d. co ses_a ass
25. ﬁ“ﬁ\}géﬂm‘% S IH% ao clggﬂ,ge Wgerﬁ]él saigg(cé 8%13{9?% 8 tvyeﬁ% \{]tnﬁ é)ased on said
portfolio _of assets, according to the index. he
objectiyghesauisiof spal v BEren I SF I BepHe pbial Somiiiseet gographic
conprises at |east one of- a fund; a nmutual fund; 15
metrica fund of funds; an asset account; an exchange traded
fund (ETF); a separate account, a pooled trust; or 20
alimted partnership. 29. The nethod according to
claim 27, further conprising: selecting a plurality of

26. 'BRSAthod aEcordinditd Bladh 9] Whébin!sid iR gt pHR metfAb dompR&ds ‘é@eo graphic
2005/ 076812 PCT/ US2005/ 002345 tradl ng one or nore of

metncibﬁl'éé;itﬁ%géﬁgé don&Qtic PRGRIB(PBPPHeiRis@ d wei ghting of

27. The method of claim 1, wherein the method comprises a passive investing method
comprising:

constructing the portfolio of assets according to the index.

28. The method of claim 27, wherein the portfolio of assets comprises at least one of:
a fund;
a mutual fund;
a fund of funds;
an asset account;
an exchange traded fund (ETF);
a separate account,
a pooled trust; or

a limited partnership.

29. The method according to claim 27, further comprising:

selecting a plurality of assets for trading according to the index; and
-30 -
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30.

31.

32.

33.

34.

30. The nethod according to claim?29, wherein said
tradi ng conprises: rebalancing the portfolio based on

wo b@siongex. 5 31. The net hod accordi ng to cl ai P€B0S2005/002345

wherei n sai d rebal anci ng conprises: rebal ancing on a
periodic basis. 32. The nmethod according to claim 30,
wherei n said rebal ancing conprises: 10 rebal ancing
based on the assets reaching a threshold. 33. The

5 LR PR e WA TR g i

nmet hod according to claim1, wherein the nethod of
constructing the non-market capitalization weighted
1ﬁ;rtfolio may be used for at |east one of: investnent
ragfhedaecording t9 eleins Rhpwherpin seiddradmgremmises: ki ng. 20
35. The nethod of claim1, wherein the nethod
conpr i wbslaacing theapuetdlio bated onmweiatiéxng et hod
conprising: constructing the portfolio of assets in a
fashion in which at |east one of hol dings,
performance, or characteristics, are substantially

Refubtdrhdas Loy ot AN QICHR et ai
1, mherﬁ R qal : §w$91 rises a conputer- _
i npl ensnt ég’ ﬂ%?ﬂ&? HRECIAT (a) conprises: gathering

data using conputerized dat abases.

The method according to claim 30, wherein said rebalancing comprises:

rebalancing based on the assets reaching a threshold.

The method according to claim 29, further comprising:

applying rules associated with the index.

The method according to claim 1, wherein the method of constructing the non-market

capitalization weighted portfolio may be used for at least one of:

35.

investment management, or

investment portfolio benchmarking.

The method of claim 1, wherein the method comprises an enhanced index investing

method comprising:

constructing the portfolio of assets in a fashion in which at least one of holdings,

performance, or characteristics, are substantially similar to the index.
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5 37. The nethod according to claim1l, wherein said
(c) conprises weighting based on a non- market
weapstaisizat i on financial netric associ ated w POT/@82005/002345
of said plurality of assets, and a non- financi al
metric associated with each of said plurality of
assets. 10 38. A system for constructing a
non-capi talizati on wei ghted portfolio of assets,
conprising: means for gathering data about a
plurality of assets; nmeans for selecting a plurality
f assets to..create the jndex of sets; and weighting
36, T aRERE b RosRBIGh L Ha ke WGT D SER RGN SHHPEe5h CHEDEEL
. selected in the index based on an objective neasure
implemggntedmethodand spid (BLEOMBBeSai d plurality of assets, 15
wherein said wei ghti ng neans conprises: neans for
wei ght i gathering date using eomputeried daltabasdsi t y of assets;
and neans for weighting other than weighting based on
at |l east one of market capitalization, equa
wei ghting, or share price weighting. 20 39. A
37. ThRWRMA&S adcoRligFR¢I18Eh NOPhe@Rishil (b Z&nRRe¥ReGhtifLbased on a non-
portfolio of assets construction ® system conprising:
t : (- Lural
market Bl AEARER AR AR A Ao PR HEN AR Ml ol R sk, pd 2 on-
create the.index,of assets; adapted to weight each of
ﬁ“a“‘“%glinaﬁbﬁ 57QH1EY WA Cag gt S@@@P‘é@?ﬁ@ﬁ assefs WD 2005/ 076812
PCT/ US2005/ 002345 in the index based on an objective
nmeasure of scale of said each of said plurality of
assets; adapted to weight at |east one of said
38.  Apsyistet fanconstrustiva ngronasapitalidapereweigbtedagiogiilicndfrassets, kamprising:
based on at |east one of market capitalization, equa
nveahg furigatheriap dafaabeut plaglivweddstdtsrg.

means for selecting a plurality of assets to create the index of assets; and
weighting means for weighting each of said plurality of assets selected in the index based
on an objective measure of scale of said each of said plurality of assets,
wherein said weighting means comprises:
means for weighting at least one of said plurality of assets; and
means for weighting other than weighting based on at least one of market

capitalization, equal weighting, or share price weighting.

39. A computer-implemented non-capitalization weighted portfolio of assets construction
system, comprising:
a processor adapted to gather data about a plurality of assets; adapted to select a plurality

of assets to create the index of assets; adapted to weight each of said plurality of assets selected
-32-
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5 40. A machi ne readabl e nedi um that provides
i nstructions which when executed by a conputing
w@b@shosm cause said conputing platformto peP€DUR2005/002345
operations conprising a method of constructing a
non-capi talization weighted portfolio of assets, the
nmet hod conprising: (a) gathering data about a
plurality of assets; (b) selecting a plurality of
. . te.the index of , 1.0 . X
i the {380k Bed O 15 S s st B5 S0 Bect MR bpBlipear e
he i.ndex based o ohj ective measur f scal e of
adapted i WelghEH g0t 656 o Sa}adfnlmaﬁbgp 5ok 384 Sdanjflpaysieater than based
wei ghting conprises: (i) weighting at |east one of
on at leggfj enegif iraakgtioppitlizakiers eaual avedehting) onsbpighprica gveighiing.
than wei ghti ng based on at | east one of market 15
capitalization, equal weighting, or share price
wei ghting. -33
40. A machine readable medium that provides instructions which when executed by a

computing platform, cause said computing platform to perform operations comprising a method

of constructing a non-capitalization weighted portfolio of assets, the method comprising:

(a) gathering data about a plurality of assets;
(b) selecting a plurality of assets to create the index of assets; and
©) weighting each of said plurality of assets selected in the index based on an

objective measure of scale of said each of said plurality of assets,
wherein said weighting comprises:
(i) weighting at least one of said plurality of assets; and
(i1) weighting other than weighting based on at least one of market

capitalization, equal weighting, or share price weighting.
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