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20 For example, a long-only portfolio manager might strongly believe that a company, which
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constitutes 2% of her benchmark, will go bankrupt. The only way the manager can express this

belief is to not hold the stock at all. In a long/short portfolio, though, the manager can bet against

the company as strongly as the manager can normally bet for a company. The ability to short-sell

gives a manager more flexibility. A need therefore exists for a signal testing methodology that can
25  predict performance, allocate securities, and minimize risk, while accounting for limitations

imposed by a long-only portfolio, and a device for such methodology testing.

SUMMARY OF THE INVENTION
- The invention, in various embodiments, features a signal testing methodology for long-only
30 portfolios. The description generally describes methods and apparatus, including computerized

devices and computer program products, for assessing the efficacy of a strategy for selecting
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information catrier, for verifying document compliance to a standard. The computer program

product can include instructions being operable to cause data processing apparatus to define a long-
only portfolio comprising a set of securities. Each security includes a respective signal value and a

25  benchmark weight. The set of securities is divided into a plurality of subsets of securities based on
the respective signal value of each security. Each subset corresponding to one of a plurality of states
includes at least a good state and a bad state. A revised weight is automatically assigned to each
security in the subset of securities corresponding to the good state. The revised weight can be based
on the benchmark weights of the subset of securities corresponding to the bad state.

30 In still another aspect, there is a computer device, including a computer processor system

configured to define a long-only portfolio comprising a set of securities. Each security includes a



configured to define a long-only portfolio conprising a set of securities.
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20 In various embodiments, the benchmark value can be related to an allocation of the security

in a standard set of securities (e.g., the Dow Jones Industrial Average, the Nasdaq Composite index,

the S&P 500, the Wilshire 5000 index, or the Russell 2000 index). The set of securities can include

securities from a group of a securities market (e.g., an industrial group, a regional group, or a market

cap group). In some embodiments, the set of securities includes securities from a plurality of groups
25  of a securities market.

In various embodiments, the revised weight includes an active component. The respective
active component can be equal for each of the securities in the good state. The respective active
component can include the sum of the benchmark weights of each security in the subset of securities
corresponding to the bad state over the total number of securities in the subset of securities

30 corresponding to the good state. In some embodiments, the respective active component includes

(1) the product of (i) the respective benchmark weight of the respective security of the subset of
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and advant ages, of the invention wl] becone _apparent _fromthe description,
t he drawi ngEan inMestment steategy g a wapthat is implementable in a long-only portfolio. Furthermore, the
20  methodology can account for securities having a neutral signal value. One implementation of the
invention provides at least one of the above advantages.
The details of one or more examples are set forth in the accompanying drawings and the
description below. Further features, aspects, and advantages of the invention will become apparent
from the description, the drawings, and the claims.

25

BRIEF DESCRIPTION OF THE DRAWINGS
The advantages of the invention described above, together with further advantages, may be
better understood by referring to the following description taken in conjunction with the
accompanying drawings. The drawings are not necessarily to scale, emphasis instead generally

30  being placed upon illustrating the principles of the invention.



BRI EF DESCRI PTI ON OF THE DRAW NGS The advant ages of the invention described
above, together with further advantages, may be better understood by
referring to the follow ng description taken in conjunction with the
acconpanyi ng dmayseageraizdhe drawi ngs are not necessarily t ecgaRdRsomsphasi s
instead generally 30 being placed upon illustrating the principles of the

i nvention. WO 2006/ 074139 PCT/ US2006/ 000045 -5 FIG | is a flowhart of an
exenplary process for weighting a security in a _long-only portfolio. FIG 2
is a flowchart B &is pr phan sxgaplacy pregessdat weighting g gear B 2ilone-auby ght
conponent p@ﬂgﬁg revised weight of a security in a good state. 5 FIG 3 is a
bl ock di agram of an exenpl ary network that includes a conputing device for

si gnal testing W& Rédoflovghant of an exemgpleryl pjoosesrior deterginingomSCiRy ePvgi g CORpPOoREiE

| NVENTI ON o) I 3P npl ary process 10 for weighting a
security ihﬂ(%]ie%lﬁ%@gﬁ yto%@%g@@fug??gda% process 10 can be used as an

i mpl emeht abl e t Bt B g Wockatiegygm phHant exsmpletymeiyesrk thatineludes agbmputingrdgviomfoy

portfolio i , . uate the efficacy of an investnent
strategy. Q%%?%mﬁﬁgﬁgﬁgﬁﬁﬁgfbf%ﬁg%?%g%ﬁ%@%'as an illustrative exanple of the
process 10. WO 2006/ 074139 PCT/ US2006/ 000045 -6 Table 1. Exenplary

wei ghting process for securities in a long-only portfolio. 123 456789

10 Equal Cap Bench- Equal C@& e%hag } { rk Active Active
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good 10-000P0BAi B Be REBECTHI IS PE Ussg s ¢ e 008 SRR IO AT ERE REBI6E 6. 206
11. 5% 12. 2%f a long-only portfolio being constructed, e.g., to evaluate the efficacy of an investment strategy.

Data from Table 1 is referenced as an illustrative example of the process 10.



CSCO 6. 0% good 4. 0% 4% 0% 5. 5% 4. 1% 9. 5% 8. 1% ABS 5. 5% neutral 3. 0% 0% 0%
0.0% 0. 0% 3. 0% 3. 0% | NTC 5. 4% neutral 2.0% 0% 0% 0. 0% 0. 0% 2. 0% 2. 0% TWK
5.0% neutral 5.0% 0% 0% 0. 0% 0. 0% 5. 0% 5. 0% LLY 4.0% neutral 6.0% 0% 0%
0. 0% 0. 0% 6. 0%uf 8607BAE 3. 0% neutral 8. 0% 0% 0% 0. 0% 0. 0%c-$auQdoodils CE
2.8% neutral 7.0% 0% 0% 0.0% 0. 0% 7.0% 7.0% JNJ 2.5% neutral 4.0% 0% 0%
0.0% 0. 0% 4. 0% 4. 0% JPM 2. 4% bad 3. 0% 0963% - 3. 0% - 3. 0% 0. 0% 0. 0% C 2. 3%
bad 8. 0%0%8%-8 0% - 8. 0% 0. 0% O. 0% MRK 2 0% bad 6. 0% 0% 6% - 6. 0% - 6. 0%

0.0% 0. 0% ,é ?‘V ggd 4. 0% 0% t4‘V 0%0 0% O, O(V 0. 0% )g\/ 9% bad 2. 0%
0% 2% - 2. 0% - 2. BT CREEPIHY W ehingRrasssh MtseEsBAnLI9RE TY BICHD 096 0. 0% 0. 0%
%l ot al 101).0% 32% 33% 0. 0%40. 0% 109. 0%6100. 0% I n tige procegs 10, 1@ universe
of securities is selected (14). The universe of securities £Saq beC a set of
securities froman index fund, a mutual fund, an |nst|tut|oﬂaﬁ fuid, or a
standard set of WD 2006/ 07B¢®%- PCTI US2006/ 00@@usl -Capsecur Arfives, AR6¥¢ abl e

standard sets ofj,sgcuritieg,pan also incl ude,AcQ%t Aot !R'eﬂleheq{etvﬂ 4 the
Dow Jones_ | ndustrial_Avera e, the Nasda rg)om te index, S&P 500, the

W | shire Yotko i Vieles, State | 6wdo Baddex Bebr a Betnil ar Wﬂ!ﬂhketWPl&'tIex

Each secufgyy C§mbe gfodSi NGLe, secufyty gor a gglyl ectign of cspcurifijoes.
security can be, for exarrple a stock bond, “fut ual “fund, treasury bi II
group of G6Eocks8.0% omowt hes.08vi dense ofovdebt 568 of S(Jwétershllms%et CL0.2bin col um
1 of Table t he universe securities ingludes w dely held stocks listed

on a pubIMé rk&f. B prggé’ss 10%%1 s ncl L?Jé‘s st | nglé%l gn];il Mal ue

(18) to brogval sighed gbai2) - 106 Si gal  ov@l ue sazan be sbut 19580t ljgapfed to,
a yield of a security, a dividend of a security, a price of a security, the

annual peX@Mnt ag&yi ebd, a6{9%rfor n@nce 04 gur 6.5V exclss of laShenchidbe k
figure, ribute, Oval n rat pri,ce-to-hpok r
price-to- g%(;(il ngé} atPE  of % her %@ g)l/?rancé%({"nar A /CI’I st Pg @tsecurl ty.

Mor e t hanapge si.gnal ny@lauemam be @¢el eqrped armd)%avalmed as. owll 3.6 unm 2
of Table 1 shows the signal val ueoée.g., the y| eld) for the stocks listed

in Col urmINIC ~ 54% neutral 2.0% 0% 0.0% 20%  2.0%
TWX  50% neutral 5.0% 0% 0% 00%  0.0% 50%  5.0%
LLY  40% neural 6.0% 0% 0% 0.0% . 0.0% 60%  60%
BAC  3.0% neutral 8.0% 0% 0% 0.0%  0.0% 8.0%  8.0%
GE 2.8% neutral 7.0% 0% 0% 00%  0.0% 7.0%  7.0%
IN]  25% neutral 4.0% 0% 0% 0.0%  0.0% 40%  40%
JPM  24% bad  3.0% 0% 3% 30%  -3.0% 0.0%  0.0%
C 23% bad  8.0% 0% 8% -8.0%  -8.0% 0.0%  0.0%
MRK  2.0% bad  6.0% 0% 6% -6.0%  -6.0% 00%  0.0%
MCD 19% bad  4.0% 0% 4% 40%  -4.0% 00%  0.0%
SOV 19% bad  2.0% 0% 2% 20%  -2.0% 00%  0.0%
T 16%  bad 10.0% 0% 10%  -100% -100%  0.0%  0.0%
%Total 100.0%  32% 33%  00%  0.0% 100.0%  100.0%

In the process 10, a universe of securities is selected (14). The universe of securities can be

a set of securities from an index fund, a mutual fund, an institutional fund, or a standard set of



The securities can be divided into one or nore subsets of securities, with
each subset being appropriate for securities having a signal val ue
representing a particular state. Each security can be 15 assigned to a
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securi t20es i supdeletiddditmetis thé pavdistanedag Rbrréspordl.to a pogivecatiribwtg ©f a security, while in
other embodiments, the good state corresponds to a negative attribute of a security.

A user can define a predetermined number of states, and each state can have a predetermined
range of signal values for which the state is appropriate. For example, for dividing securities
between three states, e.g., a good state, a bad state, and a neutral state, the good state can be

25  appropriate for securities having a yield greater that 2%; the neutral state can be appropriate for
securities having a yield between 1% and 2%; and the bad state can be appropriate for securities
having a yield less than 1%. After determining the yields of the securities, the securities can be
assigned to a respective state.

In some embodiments, the signal values can be determined, and then based on the overall

30  range of signal values, appropriate discrete ranges for individual states can be defined. For example,

yields between 0% and 16% may be observed. The good state can correspond to values from 10%



wei ght or a normalized weight). Colum 4 of Table 1 lists the benchmark

wei ght for each stock in the universe. Colum 5 lists the percentage wei ght
of only those stocks in the good state, while colum 6 shows the percentage
wei ght of thoseysbelkaison the bad state. In sone enbodi nerﬁc&msw@e/ooobx@nchrrark
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subset of securities corresponding to the bad state (30). Each security in the subset of securities

corresponding to the neutral state can be assigned a revised weight equal to the benchmark weight of
that security (34). Each security in the universe of securities can be assigned a revised weight so
that the allocation of the long-only portfolio can be revised (38).

25 The revised weight of each security in the good state can include an active weight
compbnent, also referred to herein as a bet. FIG. 2 is a flowchart of an exemplary process 42 for
determining an active weight component and a revised weight of a security in a good state. The bets
for each security can be equal (e.g., equal active weight) or the bets for each security can be unequal
(e.g., cap active weight) (46). In one embodiment, the revised weight 50 or 54 includes the bet

30 (from 46) and the benchmérk weight 58. For example, an equal active revised weight 50 can

include an equal active weight bet and the benchmark weight 58. Alternatively, a cap active revised



The bets for the neutral stocks are zero. The bets for the stocks in the bad
state are set to the 10 negative value of the correspondi ng benchmark so
that the revised weight is offset to zero. Colum 9 shows the revised
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- technolmgy tee gepstakd 55% of stocks in a financial

For example, column 8 of Table 1 lists the values for the cap active bets if the bets for the
stocks in the good state are unequal. The values for the stocks in the good state are proportional to
the benchmark weights of the stocks in the good state. The bets for the neutral stocks are zero. The
bets for the stocks in the bad state are set so that the revised weight is zero.

25 Column 10 shows the revised weight for the cap active bet in column 8. The values for the
stocks in the good state are the sum of the benchmark weight of the respective stock and the cap
active bet for that stock. The revised weights for the neutral stocks are equal to the respective
benchmark weight. The revised weights for the stocks in the bad state are zero.

In various embodiments, the set of securities includes securities from a group of a securities

30  market (e.g., an industrial group, a regional group, or a market cap group). The group of the

securities market can be used as a portfolio constraint, which can partition the universe of securities



group, the high technol ogy group can be divided into three states and the
financial group can be divided into three states. After evaluating the
signal val ues of each group separately and revising each group separately,

the two groupsywepfdeddsfzeconbi ned so that the relative wei gatrueiooddeedsi gh 10
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net wor k20335. ThBIG: 13iie#bloclodingttin o alexéePRirBiEiwerk 300 diatineluddstclieft computing

device 305 that includes a module 310 for signal testing methodology for long-only portfolios. The
module 310 is configured to perform signal testing methodology as described above. The
computing device 305 communicates with one or more servers, represented by a server 315, to
transmit and receive information needed by or generated by the module 310. The server 315 can

25 communicate with a database server 320 that manages a database 325. In the network 300, the
database 325 is part of an enterprise network and the communication network is typically a private
company network, for example an intranet. The server 315 can also communicate with devices
outside of the internal network, using a communication network 335. The server 315 typically
communicates with the network 335 through a firewall 330. In the network 300, an external

30 database server 340, which manages a database 345, is illustrated as an exemplary external device

with which the computing device, via the server 315 can communicate.



5 securities using this information. The universe of securities can be
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20  the securities during a test. Securities can be purchased using the communication network 335 and

one or more servers (not shown) associated with a securities purchasing service.
The above-described techniques can be implemented in digital electronic circuitry, or in
computer hardware, firmware, software, or in combinations of them. The implementation can be as
a computer program product, i.e., a computer program tangibly embodied in an information carrier,
25 e.g.,in amachine-readable storage device or in a propagated signal, for execution by, or to control
the operation of, data processing apparatus, €.g., a programmable processor, a computer, or multiple
computers. A computer program can be written in any form of programming language, including
compiled or interpreted languages, and it can be deployed in any form, including as a stand-alone
program or as a module, component, subroutine, or other unit suitable for use in a computing

30  environment. A computer program can be deployed to be executed on one computer or on multiple



conputer programto performfunctions of the invention by operating on input
data and generating 5 output. Method steps can al so be perforned by, and
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The terms "module" and "function," as used herein, mean, but are not limited to, a software
or hardware component which performs certain tasks. A module may advantageously be configured
to reside on addressable storage medium and configured to execute on one or more processors. A
module may be fully or partially implemented with a general purpose integrated circuit (IC), FPGA
25 or ASIC. Thus, a module may include, by way of example, components, such as software
components, object-oriented software components, class components and task components,
processes, functions, attributes, procedures, subroutines, segments of program code, drivers,
firmware, microcode, circuitry, data, databases, data structures, tables, arrays, and variables. The
functionality provided for in the components and modules may be combined into fewer components
30  and modules or further separated into additional components and modules. Additionally, the

components and modules may advantageously be implemented on many different platforms,



application-enabled switches or routers, or telecomrunications
infrastructure equi pnment, such as public or private tel ephone switches or
private branch exchanges (PBX). In any of these cases, inplenentation nmay
be achi eved ei Weelodaasi ti ng applications that are nati vect@sihoosfdgsen 5
platform or by interfacing the platformto one or nore external application
engi nes. To provide for interaction wth-1& user, the above descri bed

t echni ques can be inplenented on a conmputer having a display device, e.g.,
a CRT (cat holiding aymplud:m)computbm\(etsi, dpJui cbrmm;mtatibns inlfms]:rh@tyr)e equipmerd sychfagr
dlsplaylng | rnatl key oi nt.i ng .devi ce,
e.g., a rﬁ egat{ I ktBIIl%g Ior H‘.}El ersv\lﬁr telﬁmmuu wa%nns %ﬁasﬁrlu%t%e quipt t su{:%ast he
conp uter ( putgl,c or mmaelhphme blwmhasmpnizﬁle brahelr éxahmgeﬁ (@BEGL In. anﬁbhtheselcmsts of
devi ces can dto Lde. f. nt er act i nvvlt a user a for
exanpl e, B'%pg %ia PHWB \ﬁﬂege?ﬁ' eﬁfé%?’m&%gr?pB a&ﬁ@”ﬁﬁ %tBrS%\cl)\ﬁ?‘ﬁsefleedback
;a g. \és Sup]atfoﬁreedlbﬁmb terfamgithg prayfof.fnemdinetﬁlkmomarextref:naéI dppticatieseipaeds; and lﬂput
romthe user ¢ e . received in.any Ing acoustic eec
tactile input. Yo PE iReRCoR B atué%htﬁ? %@3 Q%Sala ﬁhH’ﬂP@rféﬁP%’éF‘Hﬁ) egted

di stri but een & esHptitdrhavify 8BSy Mce e, d@RT'(Ui&}%d@ra?QlﬂJé) @rlsbmgiqameystal e.g.,

as a data server, and/or_a m ddl eware conponent, e.g., lication

server, anfispRY)anmitenfor disalayseinferstion o the use@ﬁﬂé@&é}lh%&ﬂ@ﬂ GtPé]F‘ ipgdavirg @8- 2
gr aphi cal &h%ﬁée orla @Jaél(bfal@%?r v@]'ﬁkfy ¢ udr %%r&ﬁ&"iﬁﬁﬁ td tE OHHhaMpd £ hln%ra‘é?@ftlhgﬁélr

interact wth an exanp nent at | or  any conbi nation of s
back- end, mt@@b@vlement) &thefrrkmwis Oémmsm@n@mdéo prrivisle origonaetirnsvibra usetes vellst em

can be int Cc ation,
can be. ! 04 SURRES SR oA el 0 s s PRCL A Ml Uiy RO 10,
a I oc aI ar ézdbeek,endikory {cedbabk, )or mtjleefeedbzutk mdwunﬁommhdmséf OAABE yepeleedgn any he

| nt ernet, gmd i nﬁ:ldudecobo&c Svg ort a_g 1‘5\‘ rtel ess networks. Conmuni cation
networ ks can al"$G BproGr % p8r PoRcof "Phe PSTN, for exanpl e, a portion
owned by a specTlid abomaiescrrbed teI]Inﬁqlm@nanheumglemymb@m acdstribniel dodputing sysiem tiand
server ient d server are genera rem from each other and
Cypi callPy TP b AP PR b AR B o DU F RESGREST BB o
client andagficuen safvers aﬁ/dna ﬂnﬂnf-émﬁ:oﬁfpoﬁ‘dﬂfmlgt Qlclight OghpUTEr Havify b BEpHibal tube
respective, conputers having a_client-server relationship to_each other.

The i nvent .H&ﬁquagn%%ﬁﬂvebge\%%oww Seffcap gt Yt an & pigreentatipn,

al ternati V%ﬁany%&%ﬁm'aﬁkﬁfbf@ﬁ‘dhﬂia&k—éﬁcﬁnﬁdﬁi’dm}ee& fr&fi-chd Edrgonaits. OTheQBMmYorRAd ofOt tO
linit the altérnatives in any way. The 30 steps of the invention can be

performed ithe susten parchedpiercamaseted i anysform pr mediye pdigial idpta spampisatiopse-£.G her
enbodi FBNt $ofEntiol nBwbie BERBRSs 8 coimi Bl ASH S1nBuiBa locat Afea network

(“LAN”) and a wide area network (“WAN™), e.g., the Internet, and include both wired and wireless

networks. Communication networks can also all or a portion of the PSTN, for example, a portion
owned by a specific carrier.
The computing system can include clients and servers. A client and server are generally
25 remote from each other and typically interact through a communication network. The relationship
of client and server arises by virtue of computer programs running on the respective computers and
having a client-server relationship to each other.
The invention has been described in terms of particular embodiments. The alternatives
described herein are examples for illustration only and not to limit the alternatives in any way. The
30 steps of the invention can be performed in a different order and still achieve desirable results. Other

embodiments are within the scope of the following claims.



CLAIM5S 1. A conputerized nethod of weighting a security in a long-only
portfolio, conprising: receiving, by a conputing device, data indicative of
a long-only portfolio conprising a set of securities, each security

i ncluding a respective signal value and a benchmark wei ght; processing, by

t he conputing device, the data and dividing the set of securities into a
plurality of subsets of securities basdd-on the respective signal val ue of
each security, each subset corresponding to one of a plurality of states
including at | east a good state and a bad state; and autonmatically

assi gni ng, BRAIMS conputing device, a revised weight to each security in the
subset of securities corresponding to the good state, the revised wei ght

i ncluding an active conponent and being based on the benchmark wei ghts of

t he subset &fA sumyterizddarethod of weiglyingianesutiy in hlongrarly rertfalice compprisifge et hod of
claiml further conprising processing, by the conputing device, the data and
al l ocati ng teh@vingtak cafiputihgddyenchmendicatied glhtlengehlytpesfodie comprisings sétef't he
subset of sewmuwitie,icesh seqwityrindplireh mipettive sibenl baek apt abenchwark veighevi sed wei ght s
of the securities in the subset of securities corresponding to the good
state. 3. Thecawuid)bgthetompuingnidvicahbes ditannt dyidinghbedet affsecuddesrintd b @Birality of

cor r espondi ngsdtooftséverits baked bathe respatiy dighelsvalt of @alstecwing esécubset y. 4. The

nmet hod of ctatespoidifigifotohe of acpdurplity st stgesandwlimgtat least & yood Swiegund nbad soye; ke
conputing device, a revised weight equal to zero to each security of the
subset of seeotdticAlBsE@lidzeEPBOnUtihOdel e ahatked Skightto edch kdrarily a@ie aibkey
portfolio. bfsedhiiestRirkpondidig t6 tiRighddbtdtd) tHe h@tised FBIRKt iSdluighglh QB8 Sbfigbneddy t he
conputi ng dend teidg bssed tle Baikcbmark Rdighta b tiesubdet bhecurigisyRatipyRiingay tedad wei ght

of each secwutety in the subset of securities corresponding to the good
state and generating a revised long-only portfolio based on the second

data. 6. The nethod of claiml wherein the plurality of states further
conprises a newhd AbthdAcRim ¥ furth@omBiidthratkssib MythdoopliidiievieQ MRelduE atl

aut omat i cal hiyoc@mg iti@btAIDT tHeYerkdAMak WeRMEsioNfhe RIS in thé QibQAGTsesREN Ity in the

subset of segkElchdiBS 0GR B8 SRRACHHE evised WdghtN@ulle sedurisiésah eheQlibsktte sdc@it@s onl y
portfolio acsRYia@H; Wehahbd agwal to the respective benchmark wei ght of that

security. 8. The nmethod of claim|l wherein the benchmark value is related to
an all ocati ors, @fie héiRod ¥R | Wierbif 1R sﬁﬁs@tﬂﬁ*é’écﬁhtﬁ:@’&orfbfspo‘ﬁ@iﬁgl fd thd £59d st The
met hod of clahpis@ aRek Bldtedung. St andard set of securities conprises the S&P
500.
4. The method of claim 1 further comprising automatically assigning, by the computing device,
a revised weight equal to zero to each security of the subset of securities corresponding to the bad
state of the long-only portfolio.

5. The method of claim 4 further comprising processing, by the computing device, second data
indicative of the respective revised weight of each security in the subset of securities
corresponding to the good state and generating a revised long-only portfolio based on the second
data.

6. The method of claim 1 wherein the plurality of states further comprises a neutral state.
7. The method of claim 6 further comprising automatically assigning, by the computing device,
to each security in the subset of securities corresponding to the neutral state of the long-only

portfolio a revised weight equal to the respective benchmark weight of that security.

8. The method of claim 1 wherein the benchmark value is related to an allocation of the
security in a standard set of securities.

9. The method of claim 8 wherein the standard set of securities comprises the S&P 500.

10. The method of claim 1 wherein the respective active component is equal for each of the
securities in the good state.



10. The method of claim 1l wherein the respective active conponent is equal
for each of the securities in the good state. - 15 11. The nethod of claim
10 wherein the respective active conponent conprises the sum of the
benchmar k wei ghts of each security in the subset of securities corresponding
to the bad state over the total nunber of securities in the subset of
securities corresponding to the good stdbe. 12. The nethod of claim1l
wherein the respective active conponent conprises: (1) the product of (i)
the respective benchmark wei ght of the respective security of the subset of
securities corresponding to the good state and (ii) the sumof the benchmark
wei ghts of ed&nhe gsthgd Pf? im0 phereig isdatpedive &g rqmAoRNt eQRATESSRIMPGtheo t he
bad state o‘?Fé?h,maé{h‘Mel%}Q? ofteph seqyRyOR theibserof saqhtier CHESTRpREIES trthebadtae@¥®ir ity i n
the subset B obpifphet plsecusfies B &5 sHRIFHGSecitiep prareepRoBeing todbesood §ateThe et hod of
claim1 wherein the set of securities conprises securities froma group of a
securities matKde methad ofglaim farhgrsin the regneglivanatye GABROGFH CORRIISEY oup conpri ses an
industrial group. 15. The nethod of claim 13 wherein the group conprises a
regional gr 8&1@3@ prod@:t ofthéherespbesie benclerhatk weigly ofihe respestivarecuiitnefghcwbsst ¢fses a
mar ket cap euitips corrgspordies tadlielzoed wdte anlddiinthe suphadthe) banchmarkseaightsfof sesburi t i es
conpri ses sweustty pjtkesubsenhisgeupliccairgspgndipp to e badstptegivergardecuri ti es market. 1
S. The nethod of claim| further conprising processing, by the conputing
devi ce, sec@ntie sutaofahd bedéhomak weghos ofteheh ss@wirin theesbsetd bagnriieks téreespaading tod
wei ght s andth¢ gedistatg.- per f or mance of a revised long-only portfolio conprising
the securities assigned the revised weights. 19. The nethod of claim 18
further conprising processing, by the conputing device, the second data and
conpari ng pers.dimearted virdmd vehelbisthoset efakcuatiarcagerifepsecarit®s ovd argcbupefa of
securi ti es.se@@itieslingketet hod of claim 19 further conprising processing, by the
conputing device, the second data and formng a revised |long-only portfolio
t hat exceeds 1#.He pethbdpidaind 3 ehereinghe dnouptcomprisa$ araudsmigegro®dl. The net hod of
claim 18 further conprising processing, by the conputing device, the second
dat a and conparihagethed biorlaimrid evheremrthesgroupl cemprises 4 regiengderoupd. 22. The net hod
of claim21 wherein the relevant tine period conprises a nonth.

16. The method of claim 13 wherein the group comprises a market cap group.

17. The method of claim 1 wherein the set of securities comprises securities from a plurality of
groups of a securities market.

18. The method of claim 1 further comprising processing, by the computing device, second
data indicative of the securities assigned the revised weights and testing performance of a revised
long-only portfolio comprising the securities assigned the revised weights.

19. The method of claim 18 further comprising processing, by the computing device, the
second data and comparing performance versus a historical average for a standard set of
securities.

20. The method of claim 19 further comprising processing, by the computing device, the
second data and forming a revised long-only portfolio that exceeds the performance of the

historical average.

21. The method of claim 18 further comprising processing, by the computing device, the
second data and comparing performance over a relevant time period.

22. The method of claim 21 wherein the relevant time period comprises a month.

23. The method of claim 21 wherein the relevant time period comprises a year.



23. The nmethod of claim 21 wherein the relevant tinme period conprises a
year. -16- 24. A conputer program product, tangibly enbodied in a
machi ne-r eadabl e storage devi ce, the computer program product including

i nstructions being operable to cause a data processing apparatus to:
receive, by a conputing device, data indicative of a long-only portfolio
conprising a set of securities, each_ggcurity including a respective signa
val ue and a benchmark wei ght; process, by the conputing device, the data
and divide the set of securities into a plurality of subsets of securities
based on the respective signal value of each security, each subset
corresponding to one of a plurality of states including at | east a good
state and a2baficaipateeprogmo praluttoredibly ethbodicd S84 gachingyreaditde gomgauteving ttdevi ce, a
revi sed wetogipiitet wogaro lproge inciuding iinstrodiienssheing eperdfle tosaper dit pecesong espondi ng
to the gooaspstiat®; the revised weight including an active conponent and
bei ng based on the benchmark wei ghts of the subset of securities

cor r espondietevet by 4 doenpbiat datiad, data Bidicative 0OMPUE-B1ily g@vfblicecomipFisihgigliengf a conput er
processor sygities each@etutigutichdidgQrespetios signal Ryuctahda benodre veightyi ce, dat a

i ndicative of defining a long-only portfolio conprising a set of

Secur i ti espro@at by S8 EdHiputidg ddVeh UR! digh aid B0 R felsb 08 s @B iy @pluligRE a
benchmar k- Bl secitRs 888d odifie kiR c@RIRHA ShluEISEafsccllrilg esbilsabsand di vi de the
set of secedieépofding ©lfe & aPIHAIRY bil ateRfinchidiAE i ISast HEood SGkelahd 4 BRI shas@d on the
respective signal value of each security, each subset corresponding to one
of a pl uralyidnhieily $tHnSsy hOCnpllifiiedke, h88Rkd ReidRQGcath 8chrid M slpad ot at €;
and aut omBfel & fikd dor@shohdif toM doBEstGOMUERLd dRhCReludind S\bSRA MBI and © €ach

security i _Elaiﬂghﬁseﬁlép%_tbe& mark&&iPhtstof 88 sORE LB SPRNAL Afrel &n@ihgtogﬁ)é)ﬁd%ta@.t e, the
revi sed wei ght including an active conponent and being based on the

benchmar k wei ghts of the subset of securities corresponding to the bad

state. 26. The, 0ifiRdafccthaldhd « AIBLE! okl GGLhYGEQIRARENT Of the revised

weight is a

receive, by the computer device, data indicative of defining a long-only portfolio comprising a set
of securities, each security including a respective signal value and a benchmark weight;

process, by the computer device, the data and divide the set of securities into a plurality of subsets
of securities based on the respective signal value of each security, each subset corresponding to
one of a plurality of states including at least a good state and a bad state; and

automatically assign, by the computer device, a revised weight to each security in the subset of
securities corresponding to the good state, the revised weight including an active component and
being based on the benchmark weights of the subset of securities corresponding to the bad state.

26. The method of claim 1 wherein the active component of the revised weight is a bet.



