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8S 20  tobe large cap stocks, and hence do not represent the large cap asset class in the U.S.

One factor that is often considered in conjunction with these indices includes the amount of
risk the indices are associated with. Thus, numerous techniques have been developed to allow risk
quantification. Specific examples have traditionally included standard deviation, average shortfall,
and variance. In addition to these, another example includes the “value-at-risk” ("VAR") measure.

25 The VAR of, for example, an individual investor’s portfolio indicates the portfolio's market risk by
describing the greatest possible loss that may be expected in the portfolio in question (based upon its
contents, which can include one or more indices or portions thereof) with a certain given degree of
probability during a certain future period of time.

Nevertheless, many problems remain in the prior art. For instance, the amount of risk

30  associated with an index or individual security (or any other potential investment-type component)
may not always remain constant over time. To the contrary, the risk leve] associated with an index
typically fluctuates greatly depending upon any number of factors. Events or circumstances such as
volatile market conditions can and often do cause dramatic changes in the levels of risk associated
with an index. For example, one of the more popular measures of expected U.S. stock market r1sk is

35 the VIX index (i.e., an index designed to track market volatility), which in 2002 ranged from a low of

20 to a high of 50.
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25 of the index are reallocated to relatively low risk components of the index. Likewise, if the risk
associated with the index drops below the desired level of risk by more than a predetermined limit,
assets from relatively low risk components of the index are reallocated to relatively high risk
components of the index. In this manner, the risk level associated with the index may be maintained.

In one or more parallel and at least somewhat overlapping embodiments, the level of risk may

30 be quantified using one or more of RiskMetric Group’s RiskGrade measure (available from

RiskMetrics Group of New York, NY), value-at-risk (VAR), variance, average shortfall, standard

deviation, or any other similar or analogous measures.

BRIEF DESCRIPTION OF THE DRAWINGS
35 Various objects, features, and advantages of the present invention can be more fully
appreciated as the same become better understood with reference to the following detailed description

of the present invention when considered in connection with the accompanying drawings, in which:
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The target risk level may be set arbitrarily depending on the specific needs and requirements
25  of the index provider. For example, embodiments of the present invention contemplate that an indices
provider, such as Dow Jones & Company or Standard and Poor, may utilize the techniques of the
present invention to implement and offer any number of constant risk indices to its customers. More
particularly, the indices provider may utilize the techniques of the present invention to implement and
offer constant volatility indices that target, for example, RiskGrades of 30, 60, 90, 120, and 150,
30 thereby allowing individual investors to invest in the most suitable index depending on their
individual needs (i.e., risk aversion).
As one specific example, using the RiskGrade™ statistic, the target risk level associated with
a constant risk index of the present invention may be set to 70, indicating that the index is less risky or
volatile than the market-cap weighted average volatility of international markets during normal
35  market conditions.
After defining a nisk level (STEP 104), processing continues with the allocation of assets

required to obtain the identified risk level (STEP 108). One example of a method for allocating
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While two specific examples for allocating assets are provided above, it is to be understood

25  that embodiments of the present invention contemplate utilizing any allocation method so long as the
overall risk level of the index comports with the target risk level determined at, for example, STEP
104 above. Thus, the components of the index of the present invention may include any number and
combination of assets, including, for example, any number of individual securities, combinations of
securities including other financial indices (e.g., the S&P 500), bonds, cash, etc.

30 Hence, any combination of assets, including for example the inclusion of any single or
combination of financial indices (e.g., the S&P 500, Dow, MSCI, FT, etc.), any single or combination
of securities, bonds, etc., and cash may constitute the components of the constant volatility index of
the present invention (so long as the overall risk level of the composite index comports with the
targeted risk level). Furthermore, at least some embodiments of the present invention contemplate the

35  use of internally generated and non-branded indices. Thus, with the above example, the S&P 500

may constitute a certain percentage of the constant volatility index of the present invention (e.g.,
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25 In conjunction with monitoring the risk of the index (STEP 116), the process also maintains

the risk Ievel of the index (STEP 120). As will be discussed in greater detail below, at least some
embodiments of the present invention contemplate maintaining the risk level by shifting assets
between relatively high and relatively low risk index components as their relative risks change. In
this manner, the level of risk associated with the index may be maintained at a relatively constant

30  level. Thus, investor portfolios that include allocations to the constant volatility index of the present
invention similarly remain at a constant risk level.

An example of at least one technique that may be utilized in conjunction with embodiments of
the present invention for quantifying and measuring risk includes the RiskGrade™ statistic, devised
and offered by RiskMetrics Group of New York, NY, the details of which may be found in Kim,

35  RiskGrades™ Technical Document, RiskMetrics Group, New York, NY (2000), which is
incorporated herein by reference. Generally speaking, the RiskGrade™ statistic is a standardized

measure of volatility, and hence allows an “apples to apples” direct comparison of investment or asset
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including a low level risk index, a moderate level risk index, and a high level risk index for its
25 (':ustomers. Thus, it should be clear that any and all ranges of risk are contemplated as being included
within embodiments of the present invention. Whatever the case, for each index (STEP 204), a range
of acceptable risk is first determined (STEP 208). As discussed above, this range of acceptable risk
indicates that range of risk in which fluctuations are acceptable, and in which rebalancing or
reallocation is not required. As an example, the level of acceptable risk may range from a RiskGrade
30  of 60 to a RiskGrade of 80 for a RiskGrade target of 70.

From there, the components of the index and the index risk may be determined in the manner
described above. Subsequently, the risk of the index is monitored (STEP 212). In particular, the
process monitors the overall risk of the index for overall risk increases as well as decreases that
elevate or drop the risk level above or below acceptable limits. Thus, to maintain the risk within these

35  limts, at least some of the embodiments of the present invention contemplate varying the weights of

assets of the index as its risk changes.
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25  shifted to higher risk securities as well.

Furthermore, although the examples above describe shifting between securities and cash or
bonds, it is to be understood that at least some embodiments of the present invention contemplate
shifting assets between similar types of assets that carry differing levels of risk. For example, to
reduce risk, at least some embodiments of the present invention contemplate shifting assets from high

30  risk securities to lower risk securities. Similarly, at least some embodiments of the present invention
contemplate increasing risk by shifting assets from cash to bonds or other low risk, non-stock
investments.

As to reallocating or rebalancing assets, embodiments of the present invention contemplate
that any suitable rebalancing targeting procedures may be utilized. As an example, once the level of

35  risk associated with the index drifts outside the acceptable range of risk, the composition of the index
may be rebalanced targeting the orginal target risk (i.e., the center of the band). Thus, using the

above example, with an acceptable range of a RiskGrade of 60 to a RiskGrade of 80 with a RiskGrade
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25 556 serves as the main information link interconnecting the other components of system 515. CPU
558 is the central processing unit of the system, performing calculations and logic operations required
to execute the processes of the instant invention as well as other programs. Read only memory
(ROM) 560 and random access memory (RAM) 562 constitute the main memory of the system. Disk
controller 564 interfaces one or more disk drives to the system bus 556. These disk drives are, for

30  example, floppy disk drives 570, or CD ROM or DVD (digital video disks) drives 566, or internal or
external hard drives 568. CPU 558 can be any number of different types of processors, including
those manufactured by Intel Corporation or Motorola of Schaumberg, Illinois. The memory/storage
devices can be any number of different types of memory devices such as DRAM and SRAM as well
as various types of storage devices, including magnetic and optical media. Furthermore, the

35  memory/storage devices can also take the form of a transmission.

A display interface 572 interfaces display 548 and permits information from the bus 556 to be

displayed on display 548. Display 548 is also an optional accessory. Communications with external
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2 At least some embodiments of the present invention contemplate implementing the techniques
of the present invention in a computer system in a manner such that the information used to quantify
the risk of the index assets (e.g., information used in STEPS 108, 116 or 120) is inputted via keyboard
550 or downloaded via port 574. From there, software implemented in, for example, CPU 558 may
be utilized to generate the constant risk index of the present invention, which in turn may be displayed

30 onto display 548.

At least some embodiments of the present invention contemplate that various portions of
software for implementing the various aspects of the present invention as previously described can
reside in the memory/storage devices.

In general, it should be emphasized that the various components of embodiments of the

35 present invention can be implemented in hardware, software, or a combination thereof. In such
embodiments, the various components and steps would be implemented in hardware and/or software

to perform the functions of the present invention. Any presently available or future developed
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or nmore of the processing conponents/stations that transmts/receives data
vi a inf r dasedped heypinbelere arpanerely jliystrative of the gengr! pncipigs|of Hiedgyeaien Nfarigred

transm t Lgfifiediohd hiyadlcGhde 8 &loVelkilleh AEhE MR EERIsteRYWHILM: PRYCiALSE: BRA 1 onal |y

use a | ow power radio tranSmtter 580 and/or a | ow power radio receiver 582.
The | ow brogiebeforadi o transmitter transmits the signal for reception by
conponents of the production process, and receives signals fromthe
conponents via the | ow power radio receiver. FIG 6 is an illustration of an
exenpl ary conputer readable nmenory medi um 884 utilizable 15 for storing
conput er readable code or instructions including the nodel (s), recipe(s),

etc) _ As one exanple, nedium 684 may be used with disk drives illustrated
in FIG 5. Typically, nenory nmedia such as floppy disks, or a COD ROM or a
digital video disk will contain, for exanple, a nmulti-byte l|ocale for a

single byte | anguage and the programinformation for controlling the above
systemto enable the conputer to performthe functions described herein.
Alternatively, ROM 560 and/or RAM 20 562 can al so be used to store the
programinformation that is used to instruct the central processing unit
558 to performthe operations associated with the instant processes. O her
exanpl es of suitable conputer readable nmedia for storing information

i ncl ude magnetic, electronic, or optical (including holographic) storage,
sonme conbi nation thereof, etc. In addition, at |east sone enbodi nents of the
present invention contenplate that the conputer readable nmediumcan be a
transm ssion. At |east some enbodi nents of the present invention contenplate
i npl ementing the techniques of the present invention in a conputer system
in a manner such that the information used to quantify the risk of the

i ndex assets (e.g., information used in STEPS 108, 116 or 120) is inputted
via keyboard 550 or downl oaded via port 574. Fromthere, software

i npl emented in, for exanple, CPU 558 nay be utilized to generate the
constant risk index of the present invention, which in turn nmay be displayed
30 onto display 548 At |east sone enbodi nents of the present invention
contenpl ate that various portions of software for inplenenting the various-
aspects of the present invention as previously described can reside in the’
menory/ st orage devi ces.



In general, it should be enphasized that the various conponents of

enbodi ments of the 35 present invention can be inplenented in hardwal & JAN 2007
software, or a conbination thereof. In such enbodinments, the various
conponents and steps woul d be inplenented i n hardwar e and/or software to
performthe functions of the present Q%ention. Any presently avail able or
future devel oped 1 9 JAN 2007 WD 20041010247 PCT/ US2003/022223 10 conputer
sof tware | anguage and/ or hardware coﬁb%%@%ts can he enployed in such

enbodi nericeindf the present invention. For exanple, at |east sone of the
functionality mentioned above could be inplemented using C or C++
programm ng | anguages. It is also to be appreci ated and understood that the
specifit enb@dbMﬁn&Sm@knmmai&ﬂ%amhdﬁﬁmo&ﬁﬂeﬁpmmaeﬁghemﬁﬁmbeﬁmmeyaﬁe&nﬂfeIy

illustrati era rinci of the i.nventjon. Var.i ous
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princi p(les scstabllishmglatarmreeelrobes‘kmt @hicl to9nalnddih 200ivdex11 CLAIMS We claim 1. A
conput ef, i np te enenting a constant

volati {3y ‘L‘%Pr‘rt%gﬁgt AU PTHRRS ssé%laf{% 0 da el TR ST sk, said

conput ef3)i rrpdemmle chidmdaxswi rsalle@btlngtnhwoamwpms gihergthe gk Btgped ofith said Inflex

est abl i f i (2)
o tor ST By SR Gifer ol Bt i bk o Wbsiifbh PR o M MR

rebal anci ng sai d i ndex by real |l ocating i ndex conponents mhen the risk

associ aj ed V‘Tﬁehcoﬁéhtgr b Kntedl GV 55%‘&@& nfth%IPo? @faﬂh § afugcﬁ‘ér co }ﬁ%n fm_PE]én%KtmgtJ"'er eby

at least substantirally maintainin ecif risk Ieve
conput efiskibapd terAshmidd lover daysli oftriski b ‘t’ I% taggfet bv%pfﬁwi( anl gp upRst lexe9f Fisksabare

i mpl enegd t'a%etaleveﬁ '0§Kskb&r§Q1dt19deQezln'drafﬁereﬁl Jaf?ivﬁgp dreualanG EdnﬁJflsQQE&Wnéﬁé gid ar get
| evel of risk and an upper | evel ri sk above said %ar et |evel risk

sai d i nte Wla?ﬁdh%mraéwﬁla@é.Wdthﬂlépnd@}r ripes |FagvATeiF HgPE éwsqufgéé OF g9By BeMY R sai d

i ndex WRe8r EWEof ﬂlsskkthefs@oal1@E@db§tunt1£11ysadndalmngﬁpé risk 88&ciAROViEh B iHdedPRRked eVel
of risk or drops belov\/srf\gsat1 | ower l'evel of risk, thereby at |east

substan?ﬁ&PWVaﬁﬁWﬁF%?ﬁW fiEskh28% associated with said i ndex between said
| ower and upper levels of said risk band. 3. The conputer-inplenmented or

assi ste od of cl.ai erein s evel risk.is red usjng
R skt Hi ¢ ClIgamau ey R e Srassuranetes of s bigteus SioupreL Rk gt

assi steﬁkmgﬁhh@(t@f&@hpadmmram@m said level of risk is nmeasured using at

| east one of standard deviation, variance, average shortfall, VAR or any
other simlar or anal ogous neasures.
4. The computer-implemented or assisted method of claim 1, wherein said level of risk is measured

using at least one of standard deviation, variance, average shortfall, VAR, or any other similar or

analogous measures.

5. The computer-implemented or assisted method of claim 1, wherein said step of rebalancing
comprises reallocating assets from relatively high risk components of said index to relatively low risk
components of said index, if the risk associated with said index exceeds said level of risk by a

predetermined level.

6. The computer-implemented or assisted method of claim 1, wherein said step of rebalancing
comprises reallocating assets from relatively low risk components of said index to relatively high risk
components of said index, if the risk associated with said index drops below said level of risk by a

predetermined level.

7. The computer-implemented or assisted method of claim 1, wherein said index components

comprise at least one security and cash.

8. The computer-implemented or assisted method of claim 7, wherein said cash is shifted to said at



5. The conputer-inplenmented or assisted nethod of claim1, wherein said stedo
of rebalancing conprises reallocating assets fromrelatively high rilkJAN 2007
conponents of said index to relatively low risk conponents of said index,

if the risk associated with said i ndex exceeds said |level of risk by a
predeterm ned | evel. 6. The conput er-ilrﬁpl enmented or assisted nmethod of claim
1, wherein sai d.step of rebal ancing conprises reallocating assets from

rel ati VEISOF ST L ESHEGNent s of said index to relatively high risk
conmponents of said index, if the risk associated with said index drops bel ow
sai d | eyel risk by a predetermned |evel. 7. The co. er-inpl epented or
2esi st oy mec i mPemPrEE R U Sho Y i T shiEnREnt B R EE Feact
one secsbifiet Yo saiddasbasfiecre8se rifke conput er -i npl enent ed or assi st ed net hod of
claim7, wherein said cash is shifted to said at 1 9 JAN 2007 12 |east one
security to increase risk. 9. The conputer-inplenented or assisted nethod of
cl ai m 710. whek estemsfai dnpd¢mdntizese canstentyelbtility index, she infdixf iagidg o assadidedorst hsaido

decr eas Stgljﬁ%&nprélq . A systemfor inplenenting a constant volatility index,

the indéex having an associated risk, said system conprising: an input

devi ce for edwptdenige for peeepjing altasges level of Hikgkwhich igrmaiiain spidhiailext ai n sai d i ndex;
a devi ce for, JIBRl foPmbRbriagish bR 6t risR hssbdiftdd RigsQklifdefnM th sai d index; and a
processor for rebal ancing said index by reallocating i ndex conponents when
the risk assoEeatsed©r whifncingisgid inderely wellpraing ddex eampoRIne When dfistrisk asseqiatags

risk, thel ehy imdbx easts solshantbigdl leVel MBIk 2hBe RO afleast REEkliAE hiiSinhg\e! .

11. The system of claim 10, wherein said processor inplenents a risk band to
del i mi tSPsificd\igk levedvel of risk below said target |evel of risk and an upper

| evel of risk above said target level of risk of said index, and wherein
sai d processor rebal ances said index when the risk associated with said

i ndex rllses ﬁ‘ﬁévéem dgiam ﬁ?rﬂ@‘reref”es\?'élpr‘lﬁFSS?ri‘@Rle‘BFmﬁar‘6‘}53’3'6‘&061\9\}“@5? HWFUG\)@foﬁ evel
of ri skrisk |1>210w“5he ta336% ]Ee@moﬂfismirﬂiaﬁmﬁ&r lewkl F @iknabsad sdiéil tergellevaf offrisis Kf siaig illimaﬁ,s ured
usi ng at ast one of Ris tric. Gooup' s R skG ade asure,. standa

oy St LE5H G 2P S Scessob FateheEn i P WhGAR Tt s D RBG1 per dpesgpove

anal ogousl uppa daveles riskl@ .droph elow sdielowed lewel &irigk.10, wherei n sai d processor

rebal ances said index by reallocating assets from relatively high risk

conponents of said index to relatively low risk conponents of said index
when t hE. riBk sgsgoof ddimd Onivhdreis adid laveldé xislels omasisedsming al Bew lonodf RiskMetrilsy a
pr edet er.m neg I h . ¢l aj rei i Q r
Febal andBeP R perdil o BrF USRI, S ilop? nolih FAR, G2y oRERAARER
conponembgal negugs.i ndex to relatively high risk conponents of said index
when t he

13. The system of claim 10, wherein said processor rebalances said index by reallocating assets from
relatively high risk components of said index to relatively low risk components of said index when the

risk associated with said index exceeds said level of risk by a predetermined level.

14, The system of claim 10, wherein said processor rebalances said index by reallocating assets from
relatively low risk components of said index to relatively high risk components of said index when the

risk associated with said index drops below said level of risk by a predetermined level.

15. The system of claim 10, wherein said index components comprise at least one security and cash.
16. The system of claim 15, wherein said cash is shifted to said at least one security to increase risk.
17. The system of claim 15, wherein said at least one security is shifted to said cash to decrease risk.
18. A system for implementing a constant volatility index, the index having an associated risk, said

system comprising:



ri sk associated with said i ndex drops below said |evel of risk by a
predetermi ned level. 15. The system of claim 10, wherein said index 19 JAN2007
conmponents conprise at | east one security and cash. 16. The systemof claim
15, wherein said cash is shifted to said at | east one security to increase
risk. 17. The system of claim 15, wherein said at |east one security is
shifted to said cash to decrease risk.3 18. A system for inplenmenting a

const ant vol™®Ps o §Fablizhing 2 arees lqvel @ uskaswhish toamriniais sd Wded ri sk, said system

conpri sing: reafls fﬂ)%tﬂ@gﬁgsaﬂﬁei@@ﬂﬁkﬁ@écn@&hﬁ&'s‘aﬁhﬂ&ﬂ aadt ar get |9V9| of risk
at which to main alg sai d i.ndex; ns. for, nonitoring said ]evel of risk

associ at ed WI'PA ‘954 al?"r‘iﬂi‘é)?a‘d aider %ﬁﬂg’cﬁtﬁg indeh SAMPRRIIEGVIER g Tisk ARsgcitg with

r eal | ocatd indx idevdaes foaiaanegétdevandnisk, ligrdbl 3kl eR68I0QANALIBOMMAthiAing 3 8pedified Hex
devi at es. ir omsaid target level of risk, thereby at |east substantially

mai nt ai A g a specified risk level. 19. The systemof claim 18, further
conpri sing means for irrpl errenting arisk band to delimt a | ower |evel of
ri sk be PW ar I ) sai d
target 1 evelsf;}1 Sysufn%%? g \s{glfagher 5%mprlsmﬁdn?/\ﬁerdgluﬁp “éen n?ré1 % £ b ‘3)4'(t° ‘gﬁglf dnci ng
conpr i slegerteahsf risbibelpe lsaﬂ tanget legel arigk and dxeuppahlewl of i abox&lsalamgm: leatlefirisk t h

sai d i n%%éld 11&0%? Saa%&ﬂélltgm %ﬁii/ q}eklrg%r rebal?a\{mh% %gnprl S means gr reB%ar]%%%g%ﬁ/d ?%ex WL%V\?;

| evel . em of ereln sal res
measur etie tski asgpciated with seid ordex ufes Phoyk bad viper le@ ofniskor Rogk Blad srihieasiiee] of
st andar g, devi ati on, variance, average shortfall, VAR or any other simlar

or anal ogous neasures. 21. The system of claim 18, wherein said neans for
rebal anci ng conpri ses neans for reallocating assets fromrelatively high
risk com)oneﬁ;e§ Qefm 58418 mi l@d@/ﬁerglg sﬁlghe@‘&' O\f?llslylslrﬁé%lﬁ'édsllgl %QFRQ&?%H@ of Iggkl\&a'lc

i ndex when t e risk associated with said i ndex exceeds said |evel of risk
by a préwer %V\H‘F(Ffé‘éf MeagEs, stapdard deyitien; Sprdpsep fveraea phertiad, VaRet @y osefistnilkeeins f or
rebal anghRgos ai¥Ruicses neans for reallocating assets fromrelatively |ow

ri sk conponents of said index to relatively high risk conponents of said

i ndex when the risk associated with said index drops bel ow said |evel of
risk byzia predeyeimiionegin ee/a&hereassaldﬂh@@yoﬁtramaeéing:&@ilp%ekaneawﬁﬁ dallocaftigd

i ndex conpo ent? @nFr se at | east onﬁnaecurity r? é%’he sy stem of
cl ai m 2%5¢t ngh B HPMPENDR; of PR IT QaFIY VAl %8 °°8W8“e§§ F*}“H‘/‘

i NCr easwhdnitlekisk asdbeiatddeittsytitiedex efceds ddidend of MdReNy QipFedstaintnedlieveleast one
security is shifted to said cash to decrease risk. 26. A conputer readable
medi um for inplenmenting a constant volatility index, the index having an
associ atxd r"rlsksystsmiodclainnp&t\zemerreadﬂﬂnéms lfmdéuahmcﬂmgmmsiiseagneaﬁoﬁmmetaﬁascaﬁr@adabI e
instructi blishing a ta t tan
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risk aswhnmtlaaetrekl assbdiftedswiithosaidrinkizx ;iroaﬂbhlow said level of risk by a predetermined level.

23. The system of claim 18, wherein said index components comprise at least one security and cash.
24. The system of claim 23, wherein said cash is shifted to said at least one security to increase risk.
25. The system of claim 23, wherein said at least one security is shifted to said cash to decrease risk.
26. A computer readable medium for implementing a constant volatility index, the index having an

associated risk, said computer readable medium comprising:

computer readable instructions for establishing a target level of risk at which to maintain said
index;

computer readable instructions for monitoring said level of risk associated with said index; and

computer readable instructions for rebalancing said index by reallocating index components when
the risk associated with said index deviates from said target level of risk, thereby at least substantially

maintaining a specified risk level.



conput er readable instructions for rebal ancing said index by reallocatin
i ndex conponents when the risk associated with said index deviates f?%dgN 2007
said target |evel of risk, thereby at |east substantially nmaintaining a
specified risk level. 1 '9 JAN 2007 14 27. The conputer readabl e nmedi um of
claim 26, further conprising conputer F adabl e instructions for
inplenmenting a risk band to delimt a lower |evel of risk below said target

| evel of risk and an upper Ilevel of risk above said target |evel of risk of
sai d i nglex, Ercowhereiendadaintkdoonpludiai 26etuethdd| comprisirtgr avaiputengadablerinstrafi@hanci ng
conpri sgs. .er_ read e l.nstructions faor. rebal anci ald.index when the
ok 2B e (AT e S L A B R Ry LB B

dr ops blevadaf gdiadoveswd targatleat! obfisk ofshid irigx, afithehaenpaid ermpueadadibl imsgdétions of
claim?2 i id.J f I ] £aS I . e .
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conput er readabl e medi um of claim26, wherein said conputer readable
instructions for rebal ancing conprises conputer readable instructions for
real | oc&lt i ngligsempyerfreasiadle megwin\pépsalnmﬁgwhﬁrplgwald ey Pl mislh s gnegfurasiaisiele atrleksk t o
rel ati vgleYor RAMVER KorGHPRRRTHER MdasiR@isfndaRH&XiaMBIE Rarkddte, bl Sdge ARG M1 §TaRD WM th
sai d i ndex exceeds said |evel of risk by a predeterm ned level. 30. Tthe
conput et ORSHEBIE ORGSR 2BYHI m 26, wherein said conputer readable
instructions for rebal ancing conprises conputer readable instructions for
real l ocating assets fromrelatively |ow risk. conponents of said index to
rel atively ﬁTf@wompgtﬁr EeAtab s Yn Of claim 46 WREERD ik Fommder rradpbley MSERetionsdar wi t h
said i nfiﬂéiarﬂiélgglsmb@deﬁ\_ébrﬁ}ﬁjtéﬂ rlee?zm;ﬂé irgfru(fti;ll)\ﬁskfob_)‘eaﬂodaﬁ%d@'%@d’ Fomeelativ@iehigh 8d The
conput er readabl e nedi um of .clajm 26, erei n sai.d i ndex components, conprise
at | easfOmPEHBLLESHT | E?nra{aﬁ‘é@hf.owgi CTH%OUEIBW@H“‘F&Y&%F*‘@ rﬁ@aﬁsm@fm aim
31, whesa@i index @k dedsasit ldvel of fisK Byetbrédetesaingll ladel.| east one security to increase
ri sk. 33. The conputer readable nediumof claim31l, wherein said at |east
one security is shifted to said cash to decrease risk. 34. A

conput eso.i npllen@nipetr chdaismstied ofrelano do,f vairerdindid n@mutan geadatd® nstnaxivns for

vol atil | i ndex, said__conmputer-i.nplenmented or assis met hod . c r.i.,si ng
{he st efseHk P8 ol dh SompOHTEIE0E ATBGIOFLE e e AT LOLE SllP IO REP RS §

sai d i nchepongn®)of adifl dulet torrgladeiypogrernitksomporsats df $afdiesdexi whea theatshessogatehwitthat a
ri sk assogci 1 hd ol J .sahd target |level of risk; (3)
setti ng&gﬁlhge%?goﬁg\%%%&?%%ééelBgﬁ&rb?tsa%%gggn%rlﬁggege ‘wWith said target risk (4)
nonitoring said |l evel of risk associated with said index; and (5)

rebal angj ng pal c%gigptg#esa&xlenﬁ@ﬂdnp&aamgza,s it QTR ANRRSm¥IERs LG L $Kieast

associated wth
one security and cash.

32. The computer readable medium of claim 31, wherein said cash is shifted to said at least one

security to increase risk.

33. The computer readable medium of claim 31, wherein said at least one security is shifted to said

cash to decrease risk.

34, A computer-implemented or assisted method for implementing a constant volatility index, said
computer-implemented or assisted method comprising the steps of:

(N identifying a target level of risk at which to maintain said index;

2 allocating components in said index in a manner such that a risk associated with said index attains
said target level of risk;

3) setting an acceptable range of risk associated with said target risk

4) monitoring said level of risk associated with said index; and

(5) rebalancing said index by reallocating said components when the risk associated with said



1 9 JAN 2007 15 index deviates from said acceptable range of ri sk, therebg
at |east substantially maintaining a specified risk level. 35 The 19 JANZ007
conmput er -i npl enented or assisted nmethod of claim 34, wherein said | evel of
risk is nmeasured wusing at |east one of RiskMetric Goup's R skG ade

measure, standard deviation, variance, average shortfall, VAR or any other

'15
simlar nal ogous neasures. 36. The conputer-inpl enent ed or assisted
<A o oG
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asset s fiskagver el atively high risk conponents of said index to relatively | ow
risk conponents of said index, if the risk associated with said index
exceeds said level of risk by a predetermned |level. 37. The

conput 5. i nplhe rempueol- implemsﬁédsirediswéh’rm]dd of cladindi ywitdein saivleei nf Iisaiisdnmleq:m of

rebal anl?s%nggt 1E0B, ! I§fe 1s£ﬁ? é%ﬁ\}gtsnﬁlsl?éé €. rsnﬁarsﬂrg f(tanedlar%t éewaLg ,Svgo?nce JAverage dex,

conponen Sar'd ive onen
i f the shogkll.assRhor atye)dlevwlmharmardlqgmdemeadwsps bel ow said | evel of risk by a
predeterm ned | evel. 38. The conputer-inplenmented or assisted nethod of

claim 34, wherein said index conponents conprise at |east one security and
cash. 3%. Theecomputtreimplemshtednenassited metiwd i of todadm rdét Wwbeteiof sail sigpnef3@alandirer ei n

sai d Ca&)li]rltpl‘1§es %yll{)ctaﬁl% 1 &? ﬂ'brq r@i&uve tngg%t r1§?(nc%31§§1ﬁﬂ{sl df ¥a1£1 q’nde%l V\% ?e"l’a‘?leew Ilo%\kgskélo

The conputer-1np enment e assSl| S nmet ho claim3 ereln sal
| east ofpEPeReatsr 9ft spidi Bdexg Hf fflteetlskt prsesigited widls Kaid ondfécq%e@% sgifl Jel of risk by a

predetermined level.

37. The computer-implemented or assisted method of claim 34, wherein said step of rebalancing
comprises reallocating assets from relatively low risk components of said index to relatively high risk
components of said index, if the risk associated with said index drops below said level of risk by a

predetermined level.

38. The computer-implemented or assisted method of claim 34, wherein said index components

comprise at least one security and cash.

39, The computer-implemented or assisted method of claim 38, wherein said cash is shifted to said at

least one security to increase risk.

40. The computer-implemented or assisted method of claim 38, wherein said at least one security is

shifted to said cash to decrease risk.



