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10 Conventionally, there are various broad categories of securities portfolio management.
One conventional securities portfolio management category is active management wherein the
securities are selected for a portfolio individually based on economic, 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

15 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

20  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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market segments. In most cases indexes may include each security in the proportion that its

10  market capitalization bears to the total market capitalization of all of the included securities. The
only common exceptions to market capitalization weighting are equal weighting of the included
securities (for example the Value Line index or the Standard & Poors 500 Equal Weighted Stock
Index, which includes all of the stocks in the S&P 500 on a list basis; each stock given equal
weighting as of a designated day each year) and share price weighting, in which share prices are

15 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

20 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.
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every market crash down. Finally, in general, portfolio securities selection is not based ona
10 criteria that reflects a better opportunity for appreciation than that of the market or market

segment overall.
Summary of the Invention

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

15  with metrics other than market capitalization weighting, share price weighting or equal
weighting. Among these metrics are various financial data of the company issuing securities,
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

20  capitalization metrics can be used as the basis for compiling an index, such as, e.g., but not
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10 The use of these non-market capitalization metrics according to the exemplary
embodiment of the present invention, allows the construction of indexes and resulting passive
portfolios that better reflect the economic scale and/or long-term growth potential of the
individual securities within a market or market segment than do conventional capitalization
weighting, share price weighting, or equal weighting. The non-market capitalization metrics

15 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

20  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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10 its own specific performance and risk characteristics.

An exemplary embodiment of the present invention sets forth a system, method, and
computer program product for constructing a non-capitalization weighted portfolio of assets. In
an exemplary embodiment, 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

15 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 (i1) weighting other than weighting based on market capitalization, equal

weighting, and/or share price weighting.

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

wherein each of the assets may include a bond.

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

10 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, (c) may include weighting each of the plurality of assets,

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

15 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, (¢) 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.



In one exenpl ary enbodi ment, (c) may include wei ghting each of the
plurality of assets, where each of the assets may include a fund of funds.
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plurality where each of the assets may includé an exchange
traded fund (ETF). In one exenplary enbodi nent, (c) may include weighting
each of the plurality of assets, where each of the assets may include a
derivative. In one exenplary enbodinment, (c) may include a negative
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In one exemplary embediment, the measure of company size may include 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,

10 assets, liabilities, and/or 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

15  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,

20  book value adjusted for liquidation value, dividends, assets, tangible assets, intangible assets,
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rating, growth rate, tax rate, liquidation value of company, capitalization of cash,

10  capitalization of earnings, capitalization of revenue, cash flow, and/or future value of expected

cash flow.

In one exemplary embodiment, (c) may include weighting each of the assets in the index
based on the objective measure of scale, where the objective measure may include a ratio of any
combination of the objective measures of scale of the asset other than ratios based on weighting

15  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

20  demographic measure of the asset.
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In one exemplary embodiment, (c) may include weighting based on the objective

measure of scale, where the objective measure of scale may include a geographic metric.

10 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
15 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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i ndex; and trading one or nore of said plurality of assets based on said
wei ghting of the index. WD 2005/076812 PCTI US2005/ 002345 10 In one

exenpl ary embodi nent, the trading may include: repal ancing the portfalio
based on thdnioRa&kemplaryosrabodimest, theytrading, maydprlude; gehalansingthe pasHolighasest
rebal ancing on a periodic basis. In one exenplary enbodi nent, rebal ancing
may i nclondbe indekal anci ng based on the assets 5 reaching a threshold. In one
exenpl ary enbodi nent, the nmethod may further include applying rules
associated with the index. In one exenplary enbodi nent, the nethod of
const ruct i ng Inloae sgemplarylentbodiapeért alebalatding) maydnahindee cehatantinglona peripdizcasised
for one or nore of. investnent managenent, and/or 10 investnent portfolio
benchmar ki ng. I n one exenpl ary enbodi nent, the nmethod may include an

enhanced i ndgy ond\ég&hplagy enidiaent, rdbalanEihp athytByludd) ebbilnchptsdsedioh thegaskdie
portfolio of assets in a fashion in which at |east one of hol dings,

per f gr mMyRLRindd thedRbRACt eristics, are substantially simlar to the index. In
one exenplarfgi odi nent, the nethod may be a conputer-inpl enented net hod

and
In one exemplary embodiment, the method may further include applying rules associated

with the index.

In one exemplary embodiment, the method of constructing the non-market capitalization
weighted portfolio may be used for one or more of: investment management, and/or

10 investment portfolio benchmarking.

In one exemplary embodiment, the method may include an enbanced 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

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

In one exemplary embodiment, (c) 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.



s (a) may include: gathering data using conputerized databases. In one
exenpl ary enbodi nent, (c) may include weighting based on a non-nmarket

capi t al i zaty@hobd, ial netric associated with each of theyhiddhisldoss Of
assets, and a non-financial metric associated with each of said plurality

of assets. WD 2005/ 076812 PCT/ US2005/ 002335 11 In another exenplary

enbodi nent, a system for constructing a non-capitalization weighted
portfolio of assets nmay include: nmeans for gathering data about a plurality
of assets; neans for selecting a plurality of assets to create the jndex
of assets; anih @epigen iexemplannsmbodimenti ghsystam ot (ropstrupting p| npna¢apitglization
assets selected in the index based on an objective neasure of 5 scal e of

sai d eaciveightedopattfpliaivfibssets mdy mehedesmeutreforigathsengl dasai apotit a glurality of rassets;

i nclude: neans for weighting at | east one of said plurality of assets; and

nmeans f omewRy RistiBeting 4 plurdlitp of a¥RiskBidrétde BRsiAde06f Asetseard weightifd mivah fir
capi talization, equal weighting, or share price weighting. In yet another

exenpl ar ' , - an - i on. Wei ] : 10
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a processor a ata about
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selected_ in the . index based gn an objective neasyre of scal e qf the each
of said Bcrruwsugﬁmg 8t leaskeng P?éﬂ‘gp?]@ﬁh‘% ofiASifte: and |meAns {gh eveightingeother than
plurality of assets; and adapted to weight other than based on at_ | east
one of mivekahting dysechionzal jegst, oney 0fImarkelgRanitazation, sAwslewpighting, aw share price
wei ghting. In another exenplary enbodi ment, a nachi ne readabl e nmedi umt hat
provi des weighting.

In yet another exemplary embodiment, a non-capitalization weighted portfolio of assets

10  construction system, may include: 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 the plurality of assets selected in the index based on an objective measure of scale of 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

15  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;

20 (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



i nstructions which when executed by a conputing platform cause the
computing platformto performoperations may include a method of '
constructi g Misfapi talization weighted portfolio of ﬁ’?ﬁﬁﬁz‘b»s doBsuset hod
may i ncl ude: %? gathering data about a plurality of assets; ( b)
selecting a plurality of assets to cregje the index of assets, and (c)

wei ghting 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) weighting at |east one of said WO
2005/ 07 pbualitpCH/ asste1081d06D 3weighting othea [thany weighting desed emct (eds) opeicfmarket

ot her than weighting based on at | east one of nmarket capitalization, equal
wei ght i eapitabizatidtg equab weiphting, @isharepricEweighéingf eat ures and advant ages of the
invention, as well as the structure and operation of various enbodi nents
of the invention,- are described in detail belowwth reference to the 5

acconpanyi ng dew fegiGires Bhd 8llvdaRaes oPthe@vention, 2 villansith€ Stridiere fafd @Pératién afnd
ot her features and advantages of the invention will be apparent from the

Fol | ol RgriofiDEAbAREIhEU4 2 fhedERERGGH 40 deﬁcrﬂ)é@gn | R SERAIE [efeiShod B the

i nvention ustrated in t{ﬁe accorrpanyl n raw ngs raw ngs,
i ke refg ence nuqlggrs general ly 10 indicate identical, functionally
simlar, a aIIy simlar elenments. The dravvingin whi ch an
el enment first appears is indicated by the leftnost digits in the

correspondin renc n . A preferred exenplary enbodi nent is
di scussed belglsf\f\?/r %&éﬂ??&atﬁ@?@n ption of the follow ng draw ngs:

FIG | is a depl oyrrent di agram of an index generation and use process in

accor dance
The foregoing and other features and advantages of the invention will be apparent from

the following, more particular description of exemplary embodiments of the invention, as
illustrated in the accompanying drawings. In the drawings, like reference numbers generally
10 indicate identical, functionally similar, and/or structurally similar elements. The drawing in
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

15  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

exemplary embodiment of the present invention.



15 with an exenplary enbodi nent of the present invention;, FIG 2 is a
process flow diagram of an index generation process in accordance with an

exenpl ary qPadsiRet, of the present invention; and FIG 3pdpusopdisesss flow
di agram of an I ndex use process in accordance with an exenplary enbodi nent

of the present invention. WO 2005/07683g8 PCTI US20051002345 13 Detail ed
Descri ption of Exent pl ary Enbodi nents of the Present |Invention Various
exenpl ary enbodi nents of the invention are discussed in detail bel ow
including a Br eferred enpodinent. VA ile specific inplenentations are

di scussed, i tDeRiled Besceiptinn of Bresplary Rutbodinepts of thgdeseyt Inveptigi r at i on
purposes only. A person skilled in the relevant art can recognize 5 that
ot her conponents and configurations may be used w thout parting firomthe
spirit and scYpiouseikemplary embedingnts of ki@ inverdiopiare disqwssed ungtail helow pnalyding t
di agram of an indey ge.r.,nmgf inn El-d use process in accordance with an
exenpl arayprefédrrediembuidimént! Whips seeific inpleditntations Aecdisalissed, itahbiléd be anderptoad y
enbodiment, an anal yst nay use a conputer systemto generate an index. The

anal yst thet thiis denéfor Puststiftp@pade¥ Dhfy. SO pkieh Skilled BX BidireRvalRaf cah Mtbgnize
entities offering different kinds of "securities that may be traded by

I nvest or %ﬁ}]gg%jn f ' : | lobsl s e
a pu%l iC ?/t ﬁgfre C npglrlltg a\I/\lggge z?rbg%ﬂﬁ&age S&fl)%éﬁggﬁéhan%gﬁﬁm\%\gélg?%’tﬁepp
present | ﬁgntiom al so applies to any entity that nay have any type of

securi t yYOYH&EPVEY*e traded where information about the entity and/or its

security is available (or capable of being nade 15 available) for

anal ysi s. . . . .
y FIG. 1 depicts an exemplary deployment diagram of ap index generation and use process

in accordance with an exemplary embodiment of the present invention. According to the
exemplary embodiment, an analyst may use a computer system to generate an index. The analyst
10 may do so by using analysis software to examine data about entities offering different kinds of
securities that may be traded by investors. An example of an entity that may 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

15  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

20 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.



In an exenpl ary enbodi nent, once an i ndex has been generated by an analyst
using the entity date, the I ndex nay be used to bUI|d |nvestnent
portfolios ?7 got or, advisor, nanager or broker ﬂéﬁﬁb st he
pur chased secur| ies as a nutual fand for a plurality of indivi ua and
institutional investors. Alternativelyjqthe purchased securities may be
managed for one or 20 nore investors. 1n the latter case, securities may be
pur chased based on the index for inclusion in an individual or an
institutional investor's portfolio. WO 2005/076812 PCT/ US2005/ 002355 14
FIG 2 depi c¥iGad depistspameyerpployeprocéss dlowidiagram offanaindéx gesereféone pracessrin
process in accordance with an exenpl ary enbodi nent of the present

I nvent i accordancanwithk eamp| exesnplazyrberdbodinent bb thenpresdnt aventivdexin an exemiplaty
usi ng anal ysis software may access entity data about various entities that

have segmboliinfht, tBadendfaf b HHRY, afr AhalfstaidRiganaPHsiy soFtwaré e sbcessCHR WatdS

nust disclose infornmation about certain financial aspects of their
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capl talization nmetric. The norpalized entity data may be used to generate
10 a weiRfRFmaHp may theoreeaesated; far ray Plurlity @ﬁtemltatﬁ .M?«rkst SeCQIR 3B {Goripspanding
busi ness sector as defined by the netric, in an exenplary enbodi nent. An
i ndex mandiess masnbembe ientifiedjandgenarteghisingghe aggregatodata.once an i ndex i s
generated, according to an exenplary enbodi nent, the index may be used to
track the business sector defined by the netric or to create a portfolio of
securities dffstightly imore detadlntant index wiayste gerfepatad thyamormmlizing ehtity dganfor 2t e
t he i ndex.

particular non-market capitalization metric. The normalized entity data may be used to generate

10 a weighting function describing the contribution of each entity to a business sector as defined by
the metric, in an exemplary embodiment. An index may be generated using the weighting
function. Once an index is generated, according to an exemplary embodiment, the index may be
used to track the business sector defined by the metric or to create a portfolio of securities

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

15 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 'of the group of

20  assets, and weighting based on other than market capitalization, equal weighting, or share price

weighting.



15 For exanmple, in an exenplary enbodi mrent of the invention a nethod of
constructing a non-capitalization weighted portfolio of assets may

i ncl ude, e.ggao@abiasi Ng data about various assets; sel eppirig260s0634P Of
assets to create the index of assets; and weighting each of the group of

assets selected in the index based on am objective neasure of scale of each
menber of the group of assets, where the weighting may include wei ghting
all or a subset of the group of 20 assets, and wei ghting based on ot her
than market capitalization, equal weighting, or share price  weighting. WO
2005/ 076812 POTPRSSXRIplanyoanbodiment, theweigh PﬁF'g’FbeH’BB'&eﬁ@ﬁtﬂ,’e g1o8P R 35ng
of each nenber of the group of assets, may include weighting assets of any
of vari omay inchuls wéeightimg assetsfof any pHuariaug pypes o Examples ©f iyagious fypesuefcassets qay
but not limted to, a stock type; a comodity type; a futures contract

t'ype; a inohde, ¢.g.pbut sottinited tof aswdck yype; a @olanbdity ftyped atfituees contractdypd; af bonds
type; an exchange traded fund 5 (ETF) type; and a derivative type assets.

The wei glypheng ifdalfuf@ tiPts | ikkige Sulld typeta MR ofifdseYpe;l fh eRcHAREAIRI&] fund
wei ghting on any of the various types of assets. According to exenplary

enmbodi ne . r .l .on, J ' e .

an oﬁ)yj ecﬁ]\%q&%&égﬁgg %?Rgé‘é @\68\%45?52 ’W]e 8‘5}}@& P\%%ﬁ%ﬁgﬁlﬁgé,ﬁ 'Sglglqgﬁ%l%

i ncl ude g) neasure rel.atin tor?gﬁt?underl in? é\ss t itself. The asset may

i ncl ude % AOfi® ‘-’ﬁéﬁlg@',nga vpd ecY*}S’é’PfﬁQ’e &Y bonds, or a comodity. An
obj ective neasure of scale associated with the asset may include any

conbi nation of. revenue, profitability, sales, total .sales, foreign sales,
donest i ¢ sal c&coordings iy sxbmplary, embarients of th nreReq) inveaBeiaten P BEK be
retai ned earni ngs, earnings, per share, book val ue, book val ue adjusted for
i nfl ati prlgbgygkbq;gcﬁ s} %ptyggtg@ mgasure of scale, where the objective measure of scale may

include a measure relating to an underlying asset itself. The asset may include a municipality, a
10  municipality issuing bonds,'or a commodity. An objective measure of scale associated with the
asset may include any combination 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,
15 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
20  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



repl acenent cost, book value adjusted for |iquidation value, dividends,
assets, tangi ble assets, 15 intangible assets, fixed assets, property, '
pl ant, equi dwi | I, replacenent value of assets,  LiAul i val ue
of assets, Wﬁ@%ﬁ@?@s long termliabilities, short ter mpﬁfgg#qql%(}zg& net
worth, research and devel opnent expensg accounts receivabl e, earnings
before interest, taxes, dividends, and anortization (EBITDA), accounts
payabl e, cost of goods sold (CGS), debt ratio, budget, capital budget,
cash budget, direct |abor budget, factory overhead budget, operating 20
budget , cesth.eareditidyiig, growthnate; yaxete, diduidatyqre valie of cotpahy, enapidglizatiopoficash,
book inconme, tax incone, capitalization of earnings, capitalization of
goodwi | lcapi€aizhtie bf @airifigs) CapitilliRstiml of reveie | cikh flot, and/of fitaieonli oftxpedtad
spendi ng, cash, conpensation, enployee turnover, overhead WO 2005/ 076812
PCT/ US2QQs{ Qw345 16 costs, credit rating, growh rate, tax rate,

|'i qui dat1on val ue of conpany, capitalization of cash, capitalization of
earnings, capitalization of revenue, cash flow, and/or future val ue of

expected cash,f i o} . e i t
The wei ght i ng e 38 o b6 i LR emAlRT Ceryb b Al B R Ao BFASTA! he
scale, may ipclyde a ratio of an onbi nation,of the.objective.oeasur of
scal & ofnte b Shidive mensiteR o ot dony GiFi &It AR FELEREOR el on
mar ket capitalization, equal weighting, or share-price weighting. For
exanpl e objestive mepgpres obseale fghe pssst other than raties bajed an; weighiing the assety based pa
may include, e.g., but not limted to, current ratio, debt ratio, overhead
expense market ¢apralizations eqial weighting,dwishareeriet oeeightinde iFor gxample] ¢he ratigrof any
exenpl ary enbodi nent, the portfolio of assets may include, e.g., but not
| i mted dombination «ff thewtgective raedsunesl jof dcaleltnukgy irclude, e.g., fbunchooflinfitedds, catent
asset account; an exchange traded

ratio, debt ratio, overhead expense as a percent of sales, or debt service burden ratio.

10 In an exemplary embodiment, the portfolio of assets may include, e.g., but not limited to,
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; or a limited partnership.

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
15 (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

20 employees, floor space, office space, or other demographics of the asset.



fund (ETF); a separate account, a pooled trust; or a limted partnership.
I n an exenpl ary enbodi nent, a neasure of conpany size may include one, of,

or a conbiygbéRRréshz0ne or nore of gross revenue, sales, pCHRRIRSBHIUNIS
before interest and tax i5 (EBIT), earnings before interest, taxes,

depreciation and anortization (EBITDA)47nunber of enployees, book val ue,
assets, liabilities, or net worth. In one exenpl ary enbodi nent, the neasure
of conpany size may include a denographic neasure of the asset. The

denmogr aphi ¢ neasure of t he, asset may .include, e.g,, qne of, or

Combinat i on 4% a8 sECTBPlappsEbefiment Ay gHtRE mAYe et o the obifshyemerate pErcales
metric, a nunber of 20 enployees, floor space, office space, or other
denogr a;whems thef measure syt inclnde 208HE0TBR LReRCT THS2B0STaphie 3udri¢ in jan examplary
exenpl ary enbodi nent, wei ghting may be based on the objective neasure of
scal e, enwfbddinéremayaiiclude NRygeogaphide metritc oteathine gredsr domeskite padaoy {GDPY
nmetric in an exenplary enbodinent may include a geographic netric other
than gr Qag estic product (GDP) weighting. 5 FIG 3 depicts an exenplary
process flow di agram of an index use process in accordance wth an

exenpl ary enbodi rent of the present invention. An index may be received
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according to an exenpl ary enbodi nent.
purchase for a portfolio, according to an exemplary embodiment. The securities may be

purchased from an exchange or other market and may be held on account for an investor or
10  group of investors. The index may be updated on, e.g., but not limited to, a periodic basis and
may be used as a basis to rebalance the portfolio, according to an exemplary embodiment.
According to another exemplary embodiment, the portfolio can be rebalanced when, e.g., a pre-
determined threshold is reached. In this way, a portfolio may be created and maintained based

on a non-market capitalization index.

15 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.



Accordi ng to anot her exenpl ary enbodi nent, the portfolio can be rebal anced
when, e.g., a pre- determned threshold is reached. In this way, a !

portfol e} % Jﬂg/oﬁsﬁﬁf’"t ed and mai ntai ned based on a non- nE&KEka00 ,002345
capitalization in 15 Rebal anci ng can be based on assets reachrng a

threshold condition or value. For exaygle, but not limted to, rebal ancing
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, Phegirebent inveptieh.eint @u éxemplary dérhbadimant payt he tusedh théh @on-market

I ncunbent,' etc. WO 2005/076812 PCTI US2005/ 002345 18 The present invention,

in an examnwmmei@hf&npomno hRays®d Gded foprinvestheft marugeineht, L2t investment
wei ghted portfolio may be used for investnment nmanagenent, or investnent

portf ol '}?01%%'8%&&:1 gAn exenpl ary embodi ment of the invention may be
i npl emented on a conputrng 5 device(s), processor(s), conputer(s) and/or

comuni cations device(s). The conputer, in an exenplary enbodi nent, nay

conprise one mfpg&gnkqlghduﬂ%;@%me NGvéitiochSm %éim@%m%féaea‘é A Som

may be couplc e processor may, e. access nmaln menory vi

t he bus. dThe c)orr%:éter rer { ctu)g eag to an |n ﬁut‘ggt (1/0) subsystem
such “as, 9EIEE(S): BIOFeSIOR(S ?ﬁ”?‘é&rf A0 orﬁgmq:ﬂc PeIFAES)card (NIQ), or a
rmdemfor 10 access to a network. The conputer may also be coupled to a
secondary rregg_i_l directly via bus, or via.a main rrermrx f or exanpl e. al
Secondary ne é‘i?ﬂpqtﬁcllﬂd%“ eyemplary, gmbpdiment,;may, copprise; qReQr QTP LGFOr
unit or other storage nmedium Exenp IarK di sk storage uni ts may i ncl ude, but
_ processing vnits (CPUs) or processors, which may be couplcd Y0 a bus. The processor mey, ¢.8.,

access main memory via the bus. The computer may be coupled to an input/output (I/O)
subsystem such as, e.g., but not limited to, a network interface card (NIC), or a modem for
10  access to a network. The computer may also be coupled to a secondary memory directly via
bus, or via a main memory, for example. Secondary memory may include, e.g., but not limited
to, a disk storage 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
15  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
20 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.



are not limted to, a magnetic storage device such as, e.g., a hard di sk,
an optical storage device such as, e.g., a wite once read nmany (\WORM

drive, or Fy@&osRASds1sli scC (CD), or a magneto 15 optical deptgRis2008062388 type
of secondary nenory may include a renovable disk storage device, which may

be used in conjunction with a renpvabl ggstorage nedi um such as, e.g. a Cb»
ROM or a floppy diskette. In general, the disk storage unit may store an
application programfor operating the conputer systemreferred to conmonly
as an operating system The disk storage wunit may al sq store docunents of
a dat abase (nbt thifclgepment cthe depns ccomayter pregram: mefium’t pad Sigompgter readable
subsystens and di sk storage unit via bus. The bus may al so be coupled to a
di spl ay mediiumdumpytbe wsed to peoeraliie vefeeto media sash abue.gndut hotnlimited to removable
keyboard and a nouse or other pointing/selection device. WO 2005/ 076812

PCT/ US2 Q{52400 3546, alBarl diskinStall@Cinteimd disk ldeive,emdsigraliiple! dhepd agfiputenfrdptan’
and "conputer readable nediunt nmay be used to generally refer to nedia

such as pr&ddc 543%1 gfygidé bdiwae tb Q:ohﬁﬁi&\ffb%t@m. STRE 39RnHbA Yay Be BfEdedts uch

i nstall drive, and signal§, etc. These conputer program
prodycts na rovigg]?n ftware to conputer system The invention may be

di regt ecfoﬂg%tgr ° cg’%ﬁ%% program products. References to "one

enbodi ment ," "an enbodi nent," "exanpl e enbodi nent," "various enbodinents,"

etc., may indjicate that .the e di mnept(s) of .the nventi.on so (descrjbed may
i ncl ude a parkle%ﬁ?’ﬁfs aPift 8’?‘18&?’}? uré‘:‘eH‘?’Oe ct 8?‘?%?*&’“%95‘!’“% &7‘5‘?93
enbodi ment. negcessarily inc¢ludes the particular feature, structure, or.

char act &mediments,; gi5e may dahicate dhatthe smbodiment(s) of the mventiom o desgihedongy -

or "in an exenplary enbodi nent," do not necessarily refer to the sane
include a particular feature, structure, or characteristic, but not every embodiment necessarily

includes the particular feature, structure, or characteristic. Further, repeated use of the phrase “in
10 one embodiment,” or “in an exemplary embodiment,” do not necessarily refer to the same

embodiment, although they may.

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

15 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
20 operations leading to a desired result. These include physical manipulations of physical

guantities. Usually, though not necessarily, these quantities take the form of electrical or



enbodi nent, although they may. In the follow ng description and clains, the
ternms "coupl ed" and "connected,” along wth their derivatives, may be '

used. It shou nderstood that these terns are not i

synonyns f her . in particular enmbodi ment's, “connectéd" may
be used to 15 indicate that two or norggelenents are in direct physical or
el ectrical contact with each other. "Coupled" may nean that two or nore

el enents are in direct physical or electrical contact. However, "coupled"
may al so nean that two or nore elenents are not in direct contact with

each ot heagnebatsignals sipable of-tepmy stoeedyriransfearedc tombinkde aainpaedecand Atherwise
algorithmis here, and generally, considered to be a self-consistent
sequencendifipwated. df has BroVefi 'cdhVétiént | a8 aihd3g piificipalliefor resbohe 98 cbmmbnessage, to

i ncl ude physical mani pul ati ons of physical quantities. Usually, though not

necessar.j . it k f ' 6812
nort Lo BHe S URESSiRMETL tidsCRba Elehiifies SO, Hafitlerd, Bim® nuiblrs A WO THRE.

conbi ne co red t herw se Lhul ated. . s_proyen cqQ ' at
oo, B HRRRERE e8P0 BoBERe B ol BF RS Bl mitel BB w18 KB SRR
as bits, values, elenents, synbols, characters, terns, nunmbers or the |ike.
't shourBPEPTalRIbskabmhantiteRand are %anpweafene ibels R 10 hese PRS- ar o
to be associated with the 5 appropriate physical quantities and are nerely
convenient |abels applied to these quantities. Unless specifically stated
ot herwi se, asUnlssrasrasificelly stated ofhsrvisqi ayarnasentsfiqms the following dissypdensatibip
that throughout the specification discussions utilizing terms such as
" pr oces sipprgciated tabhronghput the specification gliscussiensetilizingntgrhs snch he “priokessing,”
refer to the action and/or processes of a conputer or computing system or
si m | ar “ebaguting)’ ¢calouiming,? ‘ddeevinidng,t’ loa thentild, pefertocthe acki®@r and/or processes of a
computer or computing system, or similar electronic computing device, that manipulate and/or
10 transform data represented as physical, such as electronic, quantities within the computing
system’s registers and/or memories into other data similarly represented as physical quantities

within the computing system’s memories, registers or other such information storage,

transmission or display devices.

In a similar manner, the term “processor” may refer to any device or portion of a device
15  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
20 comprise a general purpose device selectively activated or reconfigured by a program stored in

the device.



io transformdata represented as physical, such as electronic, quantities
within the conputing systems registers and/or nenories into other data
simlarly rngp-86ak§id as physical quantities ,w thin thepg@RiRYds/082345
systenis nmenories, registers or other such information storage,

transm ssion or display devices. In a gjmlar manner, the term "processor"
may refer to any device or portion of a device 15 that processes

el ectronic data fromregi sters and/or nenory io transformthat el ectronic
data into other electronic data that nay be stored in regi sters and/or
nmenory. A "corfeie Naripusaembedimentsagf thenpresent igNentian haeebganodessgbeds above, it
Enbodi nents of the present invention may include apparatuses for performng
t he opeshxiuldbe uhderstond thi tiryiave been preyerted sypeay af exantpie ohlyy atdnotf lomitdtioa.
desired purposes, or it may 20 conprise a general purpose device

sel ecti vehus,ahé¢ bieal@thndlschfs ONthe Présest inYeritidd shBuRMOt be ligfitedby dnyofdRy hsve-
WD 2005/ 076812 PCT/ US2005/ 002345 21 Wil e vari ous embodi nents of the
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t hey have been pre way of exanple o not Tirmtation.
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to a preferred enbodinent, it will be understood to those having ordinary
ski | | i nthe a6 thet changgs incthgmeve descripéonenillustartions mayibgrmarde with gespectito Sormal
may be made with respect to fornmal detail w thout departing fromthe
spirit adetadcuiieutepaning fomithe spirit and scope of the invention.




WD 20051076812 PCT/ US2005/ 002345 22 VWat |Is Clained Is: 1. A nethod of
constructing a non-capitalization weighted portfolio of assets, conprising:

(a) gat her‘b@%%gmgbout a plurality of assets; 5 (b) seh«a&h}sga,sﬁﬂg[‘#]ral ity
e ch o

of assets create"the index of assets; and 10 (c) weighting ea sai d
plurality of assets selected in the in?@x based on an objective neasure of
scal e of said each of said plurality of assets, -:herein said Wighting
conprises: (i) weighting at |east one of said plurality of assets; and (ii)
wei ghti ng other than weighting based on at |east one of narket
capitalization, e®idrIs€ighiedds; or share priece weighting. 2. The nethod
according to claiml1l, wherein said (c) conprises weighting each of said
plurality of assets, wherein said each of said assets conprises at | east
one of a stock; a 15 commodity; a futures contract; a bond; a nmutual fund,
a hedgelf und;methddiofl cofisthuttilg a nen-capitalivatigr weightkeldpdrifolib (fEEts, comprising:
derivative; or a negative weighting on any asset. 3. The nethod accordi ng

to claim 1,(ay\/nereiggthgﬁhgld{,ﬁ)abg@lrgéﬂmﬁnggmj ng each of said plurality of
assets, wherein said each of said assets conprises a stock. 20 4. The

cai d pl uraliy  of “SeE Ibbr O BF BBl thy SRR LA RIS B oty
(©) 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

10 (ii) weighting other than weighting based on at 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
15  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.

20
4, The method according to claim 1, wherein said (c) comprises weighting each of said

plurality of assets, wherein said each of said assets a commodity.



WD 2005/ 076812 PCT/ US2005/ 002345 23 5. The nethod according to claiml1,
wherein said (c) conprises weighting each of said plurality of assets,

wherei n saj said assets conprises a futures cont e
%df"ﬁ%&“ﬁzc ﬁéﬁﬁﬁoﬁs&mﬂﬁ

met hod acc laim 1, wherein said (c) conprises wei €ach of
said 5 plurality of assets, wherein sab? each of said assets conprises a
bond. 7. The nethod according to claim1l, wherein said (c) conprises

wei ghting each of said plurality of assets, wherein said each of said
assets conprises a nutual fund. 10 8. The method according to claim1,
wher ei n 5sai Thé metbahgucbrdiag twedlajnt i nghereiatsatif (ckeomiprides vedightingehclnefsaid
wherein said each of said assets conprises a hedge fund. 9. The net hod

accor di Rurakty@fakeets, whehéih 8hid eaet 6f daid assOgROMPSesEfuliltes SentReeh of said
plurality of assets, wherein said each of said assets conprises a fund of

funds. 15 10. The nmethod according to claim1, wherein, said (c) conprises
wei ghting each-of said plurality of assets, wherein said each of said

i h ded d TF). 11.. The. hod s i
aseets TP ci il ERANGR Liale e LT ol SRR B GR 19 1
o o R i o e i Bt L /oL, 12 The

wei ghting on any asset. WD 2005/ 076812 PCT/ US2005/ 002345 24 13. The net hod
according to claim 12, wherein said negative weighting is perfornmed for

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

plurality of assets, wherein said each of saiu asseis coripiises a mutuai rand.

10 8. 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 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.

15
10. The method according to claim: 1, wherein szid () comprisez weighting each-cf 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 (¢) comprises weighting each of said

20 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.



pur poses of at |east one of establishing, or neasuring, performance for at
| east one of any security, a portfolio of assets, a hedge fund, or a

| ong/ short ition..5 14. The method according to claim re ai d
(c) conpri i@iéﬁ%{ogﬁﬁ ng based on said objective neasure %?Tiyg@f’gb erein
said objective nmeasure of scale conprisgs 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, incone, 15 earnings before interest

and tax (EBIT), eantgs before interest, taxes, depreciation and
anortization (EBITDA), nunber of enployees, book value, assets, 20

i abi | i 1136S THemeMRId #Lbkding V12202 Oikédia sEﬁ}Aéé%@%éi%ﬁﬁ&éé pétforiied fbRe

met hod according to claim1, wherein said (c) conprisés wei ghting based on

sal d  Obh BEl LY 6r HRASHGSe BF estftilfing " (1ShEAerRg) shoRBhite! 5P at TERT UheofinySCal ©

conpris neas

security, a portfolio of assets, a hedge fund, or a long/short position.

14. The method according to claim 1, wherein said (c) comprises weighting based on said
objective measure of scale, wherein said objective measure of scale comprises a measure of

company size associated with each o1 said piurality of asseis.

10 15. The method according to claim 14, wherein said measure of company size comprises at
least one of
gross revenue,
sales,
income,
15 earnings before interest and tax (EBIT),
eamnings before interest, taxes, depreciation and amortization (EBITDA),
number of employees, |
book value,
assets,
20 liabilities, or

net worth.



relating to an underlying asset itself. 5 17. The nmethod according to claim
16, ‘wherein said asset conprises at |east one of: a nmunicipality, a

muni ci pal ia, ioﬁs%%ﬁ'ﬁ bonds, or a commodity. 18. 'lit u, etdd 29‘?52635@%”9 to
claimit, ereln said objective neasure of scale associated W sai d

asset conprises at |least one of: 10 remgnue, profitability, sales, total

sales, foreign sales, 15 donestic sales, net sales, gross sales, profit

margin, operating margin, 20 retained earnings, earnings per share, book

val ue, book value adjusted for inflation, WO 2005/076812 PCT/ US2005/ 002345

26 booklé«al The methodtagcbriling to elsim demhatein said (c) comprises weighting based on said
objective measure of scale, wherein said objective measure of scale comprises a measure

relating to an underlying asset itself.

5 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 wuectivod according to claim 1€, wherein said 6bjective measure of scaie associated wiii
said asset comprises at least one of:
. 10 revenue,
profitability,
sales,
total sales,
foreign sales,
15 domestic sales,
net sales,
- gross sales,
profit margin,
operating margin,
20 retained earnings,
earnings per share,
book value,

book value adjusted for inflation,



book val ue adjusted for |iquidation value, dividends, assets, 5 tangible
assets, intangible assets, fixed assets, PrQperty, plant, 10 equi pnent,"*

goodwi | |, Wﬁ%&ﬁftﬁ%?t val ue of assets, |iquidation val ug-9fys3susfbSus

liabilities, ong termliabilities, short termliabilities, net worth,
research and devel opment expense, accegnts receivable, 20 earnings before
I nterest, taxes, dividends, and anortization (EBITDA), accounts payable,
cost of goods sold (CGS), debt ratio,

book value adjusted for replacement cost,
book value adjusted for liquidation value,
dividends,
assets,
5 tangible assets,

intangible assets,
fixed assets,
property,
plant,

10 equipment,
goodwill,
replacement value of assets,
liquidation value of assets,
liabilities,

15 long term liabilities,
short term liabilities,
net worth,
research and development expense,
accounts receivable,

20 eamnings before interest, taxes, dividends, and amortization (EBITDA),
accounts payable,
cost of goods sold (CGS),

debt ratio,



WO 2005/ 076812 27 budget, capital budget, caéh budget, direct |abor
budget, 5 factory overhead budget, operating budget, sales budget,

i nventory r@b{&g&lggélxpe of stock offered, 10 liquidity, ?g&mhﬁ'z&%%%% t ax

i ncome, capli ion of earnings, capitalization of go
capitalization of interest, capitalizaijion of r?venue, capital spending,
cash, conpensation, 20 enployee turnover,

budget,
capital budget,
cash budget,
direct labor budget,
5 factory overhead budget,

operating budget,
sales budget,
inventory method,
type of stock offered,

10 liquidity,
book income,
tax income,
capitalization of earnings,
capitalization of goodwill,

15 capitalization of interest,
capitalization of revenue,
capital spending,
cash,
compensation,

20 employee turnover,
overhead costs,
credit rating,

growth rate,



over head costs, credit rating, growh rate, PCT/US2005/002345 WO
20051076812 28 tax rate, |iquidation value of conpany, capitalization of *
cash, capi ' ' of earnings, 5 capitalization of r flow,
or future \wé?%ﬂgg@%ésg{;pect ed cash flow. PCT/ US2005/ 002345%1(%'.(}{1%?85/@? od
according to claim1l1, wherein said (c)2gtz)orrpri ses wei ghting each of said
assets 10 in the index based on said objective neasure of scale, wherein
sai d objective nmeasure conprises a ratio of any conbination of said

obj ective neasures of scale of the asset other than ratios based on

wei ghting tkexratesets based on market capitalization, equal weighting, or
share-price weighting. 15 20. The nethod according to claim19, wherein

said ratio gfuiakios 9k BREdBparyf Sai d objective neasures of scale conprise
at | east one of: current ratio,

capitalization of cash,

capitalization of earnings,
5 capitalization of revenue,
cash flow, or

future value of expected cash flow.

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

10  in the index based on said objective measure of scale, wherein said objective measure coxhprises
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.

15 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

20 debt service burden ratio.

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

demographic measure of the asset.



debt ratio, overhead expense as a percent of sales, or 20 debt service
burden ratio. 21. The method according to claim 16, wherein said objective
nmeasure of wedlohs@ReRr 1 ses a denographi c neasure of the ageaiys2¥¥3/002345
2005/ 076812 PCT/ US2005/ 002345 29 22. The nethod according to claim 21,
wherein said denographic neasure of scalge conprises at |east one of

enpl oyees, 5 floor space, office space, |ocation, or other denobgraphics
of an asset. 10 23. The nmethod according to claim 14, wherein said neasure
of conpany size conprises at |east one of a denographic nmeasure of the
asset. 24. The method according to claim23, wherein said denographic
measure of the asset 15 conprises at |east one of a non-financial netric,
a non- ma2Ret The nzthofl seording to claimiZhevheaséin said|dsypogrphic measure of scale comprises

at least one of:
employees,
5 floor space,
office space,
location, or

other demographkics of an asset.

10 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
15 comprises at least one of:
a non-financial metric,
a non-market related metric,
a number of employees,
floor space;
20 office space, or

other demographics of the asset.



fl oor space; 20 office space, or other denographics of the asset. WO
2005/ 076812 PCT/ US2005/ 002345 30 25. The nethod accor di ng to claiml,
wher ei n saiyq Qg@;,ongpm ses wei ghting based on said obj ecpt¥msmw3g; of
scal e, whereln said objective neasure of scale conprises a geographic
metric. 5 26. The nethod according to ﬂlal m 25, wherein said geographic
metric conprises a geographic netric other than gross donestic product
(GDP) weighting. 2?_ Th: nmethod of claim1, wherein the method conprises a
passi ve investing nethod conprising: 10 constructing the portfolio of
assets ad%bor Ghampethodiapeordingds claims. 1, Wherein:said &)@pm@nmwgghtmms@d on said
portfolio of assets conprises at |east one of, a fund; a nutual fund; 15
a fund obbjectivkaneasare afssale, whereinndaid ebjective rmagnretdf acidel cémpdses E@graphic
separate account, a pooled trust; or 20 a limted partnership.

metric.

5 26. The method according to claim 25, wherein said geographic metric comprises a geographic

metric other than gross domestic product (GDP) weighting.

27. The methed of claim 1, wherein the method comprises a passive investing methoa

comprising:
10 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;

15 a fuhd of funds;

an asset account;
an exchange traded fund (ETF);
a separate account,
a pooled trust; or

20 a limited partnership.

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

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



29. The nethod according to claim 27, further conprising: selecting a
plurality of assets for trading according to the index; and WO 2005/ 076812
PCT/ US2005002008/876812 L F @di ng one or nore of said pluralitycplys@psissdPased
on said weighting of the index. 30. The method according to claim 29,
wherein said trading conprises: rebal anging the portfolio based on the
index.. 5 31. The nethod according to claim 30, wherein said rebal ancing
conprises: rebalancing on a periodic basis. 32. The nmethod according to
claim 30, wherein said rebal anci ng conprises: 10 rebal anci ng based on the
asset s r eacHradipgonernrandre lof said plurgliy ofrpssetsdasescan widyeiehting of thedndex: ur t her
conprising: applying rules associated with the index. 15 34. The net hod
according to claim1l, wherein the nethod of constructing the non-narket
capitalization weighted portfolio nay be used for at |east one of

Fnvest ey, NEHRAHEHBA hecopding tdWIAfh PO Wheeintshidl thaditpectidpresi ng. 20 35. The
nmet hod of claim 1, wherein the nethod conprises an enhanced i ndex investing

met hod conpri sing: : j i ~assets in a fashion in
whi ch at | east onere%gﬂﬁ%]lhgﬁégls, ggrbgg?%?ééeiﬁdgé characteristics, are

substsanti ally simlar to the index.

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

rebalancing on a periodic basis.

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

10 rebalancing based on the assets reaching a threshold.

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

applying rules associated with the index.

15 34. 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:
investment management, or

investment portfolio benchmarking.

20 35. 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.



WO 2005/ 076812 PCT/ US2005/ 002345 32 36. The met hod according to claim1,
wherein said nmethod conprises a conputer- inplenented nethod and said (a)

conprises: \gathardng,data using conputerized databases. Spgfaysifossisod
according to claim1I, wherein said (c) conprises weighting based on a non-

mar ket capitalization financial netricagssociated with each of said
plurality of assets, and a non- financial netric associated wth each of
said plurality of assets. 10 38. A systemfor constructing a

non-capi talization weighted portfolio of assets, conprising: neans for
gathering data about a plurality of assets; nmeans for selecting a plurality
of assets to create the index of assets; and wei ghting nmeans for weighting
each of 36i dThe metiodtagcailingss elasm deivherenosaihmethodi conhpris¢saaseanputer- an

obj ective neasure of scale of said each of said plurality of assets, 15

wherein ﬁﬂ?]éméﬁieghﬁéﬂwdm@qambﬁ@sg means for weighting at |east one of
said plurality of assets; end neans for weighting other than weighting

based on at |east ongingRatelsingCRRiguftrizé@HhdBaseg€dual wei ghting, or share
price wei ghting. 20%9. A%WDU%HEF-I I er%ent ed a?lsgn-capi talization weighted

portfplio of assets construction system conprising: a processor adapted
to gather data about a plurality of assets; adapted to select a plurality

of 5ot 57 076l eabe e, LALSX it 35 Rin 29709 ot el Bl i 60 2305

market capitalization financial metric associated with each of said plurality of assets, and a non-

financial metric associated with each of said pluraliiy of asscts.

10 38. A system for constructing a non-capitalization weighted portfolio of assets, comprising:
means for gathering data'about a plurality of assets;
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,
15 wherein said weighting means comprises:
means for weighting at least one of said plurality ~f assets; and
means for weighting other than weighting based on at least one of market

capitalization, equal weighting, or share price weighting.

20 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

3



WO 2005/ 076812 PCT/ US2005/ 002335 33 in the index based on an objective
measure of scale of said each of said plurality of assets; adapted to

wei ght at I\ga%cf(,m@s]gf said plurality of assets; and adap?éﬁ‘n}s?oo%bﬁbﬁ

ot her than base on at |east one of market capltal i zation, equal

wei ghting, or share price weighting. 5340. A machine readabl e medi um t hat
provi des instructions which when executed by a conputing platform cause
said conputing platformto performoperations conprising a nethod of
constructing a non- capl talization weighted portfolio of assets, the nethod
conpr i siipghe ngex fased mang)mmﬂaemureafqynlermsmdjeaeh%‘@s@ tyyf assetsct i ng a
plurality of assets to create the index of assets; and 10 (c) wei ghti ng
each of maptedpbweight ayleadt one sfsaid platality eflassetss dnd a'dapte& tdoweigtit othemthan based
obj ective neasure of scale of said each of said plurality of assets,

wher ei n sipatdeast bBOb MarkeOdapithliRtion (dqualwéighting) Or sHard pricd weightigg, sai d
plurality of assets; and (ii) weighting other than weighting based on at

| east one of nmarket 15 capitalization, equal weighting, or share price
wei ghti ng. '

5 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 avoul a piurality of assats;
®) selecting a plurality of assets to create the index of assets; and
10 ©) 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
(ii) weighting other than weighting based on at least one of market

15  capitalization, equal weighting, or share price weighting.



