
USING ACCOUNTING DATA BASED INDEXING TO CREATE A PORTFOLIO OF
FINANCIAL OBJECTS Cross-Reference to Related Applications 100011The
present application is a Patent Cooperation Treaty Application of and
claims  priority to U.S. Patent Application No. 11/931,913, filed
October 31, 2007, a continuation-inpart of and claims the benefit of
U.S. Patent 'Application No. 60/896,867, filed March 23, 2007, the
contents of both of which are incorporated herein by reference in
their entirety and are of common assignee. 100021The present
application also claims the benefit of U.S. Patent Application No.
11/509,002, filed August 24, 2006, the contents of which are
incorporated herein by reference in their entirety and are of common
assignee, which claims the benefit of (i) U.S. Patent Application No.
60/751,212, filed December, 19, 2005, the contents of which are
incorporated herein by reference in their entirety and are of common
assignee, and (ii) U.S. Patent Application No. 11/196,509, filed
August 4, 2005, the contents of which are incorporated herein by
reference in their entirety and are of common assignee, which claims
the benefit (a) of U.S. Patent Application No. 10/159,610, filed June
3, 2002, the contents of which are incorporated herein by reference
in their entirety and are of common assignee, and (b) U.S. Patent
Application No. 10/961,404, filed October 12, 2004, the contents of
which are incorporated herein by reference in their entirety and are
'of common assignee, which in turn claims the benefit of (A) U.S.
Patent Application No. 60/541,733, filed February 4, 2004, the
contents of which are incorporated herein by reference in their
entirety and are of common assignee. Background of the Invention
Field of the Invention 100031Exemplary embodiments relate generally
to securities investing, and more particularly to construction and
use of indexes and portfolios based on indexes. Related Background
100041Conventionally, 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 1  conventional category
is passive management, also called indexing, wherein the securities
in a portfolio duplicate those that make up an index, The securities
in a passively managed portfolio are conventionally weighted by
relative market capitalization weighting or equal weighting. Another
middle ground conventional category of securities portfolio
management is called enhanced indexing, in which a portfolio's
characteristics, performance and holdings are substantially dominated
by the characteristics, performance and holdings of the index, albeit
with modest active management departures from the index. 100051The
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 modeling is used to create a
portfolio that duplicates the profile, risk characteristics,
performance characteristics, and securities weightings of an index,
without actually owning every security included in the index.
(Examples could be portfolios based on the Wilshire 5000 Equity Index
or on the Lehman Aggregate Bond Index.) Sometimes statistical



who desire their funds to closely track an index, are compelled to
have a higher weighting in companies whose share prices or market
capitalizations have already risen and a lower weighting in companies
that have seen a decline in their share price or market
capitalization. 100121Price or market capitalization based indices
can contribute to a 'herding' behavior on the behalf of investors by
effectively compelling any of the funds that attempt to follow these
indices to have a larger weighting in shares as their price goes up
and a lower weighting in shares that have declined in price. This
creates unnecessary volatility, which is not in the interests of most
investors. It may also lead to investment returns that have had to
absorb the phenomenon of having to repeatedly increase weightings in
shares after they have risen and reduce weightings in them after they
have fallen. 100131Capitalization-weighted indexes ("cap-weighted
indexes") dominate the investment industry today, with approximately
$2 trillion currently invested. Unfortunately, cap-weighted indexes
suffer from an inherent flaw as they overweight all overvalued stocks
and underweight all undervalued stocks, This causes cap-weighted
indexes to under-perform relative to indexes that are immune to this
shortcoming. In addition, cap-weighted indexes are vulnerable to
speculative bubbles and emotional bear markets which may unnaturally
drive up or down stock prices respectively. 100141Equal-weighted
indexation is a popular alternative to cap-weighting but one that
suffers from its own shortcomings. One significant problem with
equal-weighted indexes is that they come out of the same cap-weighted
universes as cap-weighted indexes. For example, the S&P Equal
Weighted Index simply re-weights the 500 equities that comprise the
S&P 500, retaining the bias already inherent to cap-weighted indexes.
100151High turnover and associated high costs are additional problems
of equal-weighted indexes. Equal-weighted indexes include small
illiquid stocks, which are required to be held in equal proportion to
the larger, more liquid stocks in the index. These small illiquid
stocks must be traded as often as the larger stocks but at a higher
cost because they are less liquid. 100161What is needed then is an
improved method of weighting financial objects in a portfolio based
on an index that overcomes shortcomings of conventional solutions.
Summary 100171In an exemplary embodiment a system, method and
computer program product for index construction and/or portfolio
weighting of financial objects for the purpose of investing in the
index is disclosed. 100181Exemplary embodiments may use accounting
data based indexing, i.e., accounting data based measures of firm
size, rather than market capitalization, to construct an index of
Financial objects Construction of an index, according to an exemplary
embodiment, may include selecting financial objects to be included in
an index, and weighting the financial objects in the index. By
avoiding the inherent valuation bias of cap-weighted indexes,
accounting data based indexes (ADBI) may outperform cap-weighted
indexes by as much as 200 bps in the US and by more than 250 bps
internationally, based on extensive back testing (to 1962 in the US
and to 1988 internationally). 100191An exemplary embodiment may use
four specific metrics in ADBI construction: book equity value; income
(free cash flow); sales; and/or gross dividends, if any. Another
exemplary embodiment may include additional and/or alternative
metrics. Metrics may be varied by country according to another
exemplary embodiment. An ADBI construction strategy may offer several



financial objects, including the steps of: determining overlapping
financial objects appearing in both an accounting data based index
(ADBI) and a conventional weighted index, where the conventionally
weighted index may include an index weighted based on at least one of
capitalization, equal weighting, and/or share price weighting, and
where the ADBI may include weighting based on at least one accounting
data based factor and not based on any of capitalization, equal
weighting, and/or share price weighting index; comparing weightings
of the overlapping financial objects in the ADB1 with weightings of
the overlapping financial objects in the conventionally weighted
index; and/or purchasing at least one financial object based on the
comparing. 100271The purchasing amy include at least one of:
purchasing a long position in at least one  overlapping financial
object when the comparing indicates the at least one overlapping
financial object is over weighted in the non-capitalization weighted
index relative to the conventional index; and/or purchasing a short
position in at least one overlapping financial object when the
comparing indicates the at least one overlapping financial object is
underweighted in the non-capitalization weighted index relative to
the conventional index. 100281The purchasing of the long and/or short
positions may be implemented by using total return swaps. The long
and/or short positions may be held for one year.  100291The
embodiment may further include rebalancing the portfolio. The
rebalancing may  include: at least one of creating new long and/or
short positions using cash flow from new capital contributions;
and/or altering existing long and/or short positions using cash flow
from new capital contributions. 100301The embodiment may further
include using leverage to obtain the long and/or short positions.
100311The comparing may include calculating a difference between the
weightings, and/or calculating a difference between arithmetically
modified values of the weightings. The arithmetically modified values
of the weightings may include square roots of the weightings.
100321The comparing may include calculating a difference based on
tiers of weightings using stratified sampling. 100331The financial
object may include: at least one unit of interest in at least one of:
an asset; a liability; a tracking portfolio; a financial instrument
and/or a security, where the financial instrument and/or the security
denotes a debt, an equity interest, and/or a hybrid; a derivatives
contract, including at least one of: a future, a forward, a put, a
call, an option, a swap, and/or any other transaction relating to a
fluctuation of an underlying asset, notwithstanding the prevailing
value of the contract, and notwithstanding whether such contract, for
purposes of accounting, is considered an asset or liability; a fund;
and/or an investment entity or account of any kind, including an
interest in, or rights relating to: a hedge fund, an exchange traded
fund (ETF), a fund of funds, a mutual fund, closed end fund, an
investment vehicle, and/or any other pooled and/or separately managed
investments or accounts. 100341In another exemplary embodiment, the
present invention may be a method of constructing a portfolio of
financial objects, including the steps of:determining non-
overlapping financial objects appearing in only one of either an
accounting data based index (ADBI) or a conventional weighted index
by comparing financial objects in an ADBI with financial objects in a
conventionally weighted index, where the conventionally weighted
index may include conventionally weighting based on at least one of



100421The financial object may include: at least one unit of interest
in at least one of: an asset; a liability; a tracking portfolio; a
financial instrument and/or a security, where the financial
instrument and/or the security denotes a debt, an equity interest,
and/or a hybrid; a derivatives contract, including at least one of: a
future, a forward, a put, a call, an option, a swap, and/or any other
transaction relating to a fluctuation of an underlying asset,
notwithstanding the prevailing value of the contract, and
notwithstanding whether such contract, for purposes of accounting, is
considered an asset or liability; a fund; and/or an investment entity
or account of any kind, including an interest in, or rights relating
to: a hedge fund, an exchange traded fund (ETF), a fund of funds, a
mutual fund, a closed end fund, an investment vehicle, and/or any
other pooled and/or separately managed investments. 100431Another
exemplary embodiment may be a method, executed on a data processing
system, including the steps of: creating an accounting data based
index (ADI31) based on accounting data including: selecting a
universe of financial objects, and selecting a subset of the universe
based on the accounting data to obtain the ADI31; and/or creating a
portfolio of financial objects using the ADBI, including weighting
the financial objects in the portfolio  according to a measure of
value of a company associated with each financial object in the
portfolio. 100441The universe according to an exemplary embodiment
may include at least one of: a sector; a market; a market sector; an
industry sector; a geographic sector; an international sector; a
sub-industry sector; a government issue; and/or a tax exempt
financial object. 100451The accounting based data used in weighting
as a measure of value of the company associated with the financial
object, may include at least one of: any dividends; revenue; cash
flow; and/or book value. An exemplary embodiment may include
selecting and/or weighting constituents based on industry sector
based metrics. 100461The accounting based data may be weighted
relatively dependent on the geography and/or other country metric of
the company associated with the financial object 100471The financial
object may include: a debt instrument; at least one unit of interest
in at least one of: an asset; a liability; a tracking portfolio; a
financial instrument and/or a security, where the financial
instrument and/or the security denotes a debt, an equity interest,
and/or a hybrid; a derivatives contract, including at least one of: a
future, a forward, a put, a call, an option, a swap, and/or any other
transaction relating to a fluctuation of an underlying asset,
notwithstanding the prevailing value of the contract, and
notwithstanding whether such contract, for purposes of accounting, is
considered an asset or liability; a fund; and/or an investment entity
or account of any kind, including an interest in, or rights relating
to: a hedge fund, an exchange traded fund (ETF), a fund of funds, a
mutual fund, a closed end fund, an investment vehicle, and/or any
other pooled and/or separately managed investments. 100481Another
exemplary embodiment may be a computer-implemented method for
construction and management of an index and at least one index fund
containing a portfolio of financial objects based on the index, where
weighting of the index is based on accounting based data rather than
on stock prices or market capitalization or equal weighting, the
computer-implemented method including the steps of: creating an
index, and at least one index fund containing a portfolio of



domestic product (GDP), a gross national product (GNP), a gross net
income (GNI), and/or a gross national debt (GND); industry metrics
including at least one of: industry growth rate, total capital
expenditures, inventories total - end of year, average industry
dividends, supplemental labor costs, inventories finished products -
end of year, new orders for manufactured goods, fuel costs,
inventories work in process - end of year, shipments, electric energy
used, inventories, materials, supplies, fuels, etc. - end of year,
unfilled orders, inventories by stage of fabrication, value of
manufacturers inventories by stage of fabrication - beginning of
year, Inventories Number of production workers, inventories total -
beginning of year, inventories-to-shipments ratio, payroll of
production workers, inventories finished products - beginning of
year, value of product shipments, hours of production workers,
inventories work in process - beginning of year, statistics from
department of commerce, industry associations, for industry groups
and industries, cost of purchased fuels and electric energy,
inventories, materials, supplies, fuels, - beginning of year,
geographic area statistics, electric energy quantity purchased, value
of shipments - total, annual survey of manufacturers (ASM), electric
energy cost, value of shipments - products, employment, electric
energy generated, value of shipments - total miscellaneous receipts,
all employees payroll, electric energy sold and/or transferred, total
miscellaneous receipts - value of resales, all employees hours , cost
of purchased fuels, total miscellaneous receipts - contract receipts,
all employees total, compensation, capital expenditure for plant
and/or equipment total, other total miscellaneous receipts, all
employees total fringe benefit costs, capital expenditure for plant
and/or equipment - buildings and/or other structures, interplant
transfers, total cost of materials, capital expenditure for plant and
equipment - machinery and/or equipment total, costs of materials -
total, payroll, capital expenditure for plant and equipment - autos,
trucks, etc for highway use, costs of materials - materials, parts,
containers, packaging, value added by manufacture, capital
expenditure for plant and equipment - computers, peripheral data
processing equipment, costs of materials - resales, cost of materials
consumed, capital expenditure for plant and equipment - all other
expenditures, costs of materials - purchased fuels, value of
shipments, value of manufacturers inventories by stage of fabrication
- end of year, costs of materials - purchased electricity, costs of
materials - contract work, industry cost of capital, and/or average
industry dividend; employees; margin; profit margin; term structure;
interest rate; seasonal factor; a financial ratio of a company; a
ratio of accounting based data; a ratio of accounting based data per
share; a ratio of a first accounting based data to a second
accounting based data; a liquidity ratio; a working  capital ratio; a
current ratio; a quick ratio; a cash ratio; an asset turnover ratio;
a receivables turnover ratio; an average collection period ratio; an
average collection period ratio; an inventory turnover ratio; an
inventory period ratio; a leverage ratio; a debt ratio; a
debt-toequity ratio; an interest coverage ratio; a profitability
ratio; a return on common equity (ROCE) ratio; profit margin ratio;
an earnings per share (EPS) ratio; a gross profit margin ratio; a
return on assets ratio; a return on equity ratio; a dividend policy
ratio; a dividend yield ratio; a payout ratio; a capital market



in proportion to share price, weighting in proportion to market
capitalization, and/or weighting in proportion to free float.
100701In another.embodiment, the at least one accounting or
demographic data includes at  least one of a demographic measure; a
population level; an area; a geographic area; an economic factor; a
gross domestic product (GDP); GDP growth; a natural resource
characteristic; a petroleum characteristic; a resource consumption
metric; a petroleum consumption amount; a liquid natural gas (LNG)
characteristic; a liquefied petroleum gas (LPG) characteristic; an
expenditures characteristic; gross national income (GNI); a debt
characteristic; a rate of inflation; a rate of unemployment; a
reserves level; a population characteristic; a corruption
characteristic; a democracy characteristic; a social metric; a
political metric; nominal interest rates and the ratios of nominal
interest rates between issuing sovereign entities; commercial paper
yield metric; credit rating metric; consumer price index (CPI);
purchasing power of local currency metric; metrics measuring
relations between the purchasing power of local currency metric and
nominal exchange rates and deviations from historical trends in such
metrics; government exchange rate regime; a per capita ratio of any
of the foregoing or any other  characteristic; a derivative of any
foregoing or any other characteristic and/or a ratio of two of the
foregoing or any other characteristics. 100711In an embodiment, the
demographic data includes data found within a database of information
pertaining to regions, sovereigns and/or countries. In another
embodiment, the method further includes basing the constituent
weightings of the currency and related FX instruments upon at least
one of a ratio or a manipulation of the accounting data. In another
embodiment, the constituent weightings of the currency and related FX
instruments within the currency index or currency fund are altered as
the demographic data concerning the regions, countries, or sovereigns
associated with currency or related debt instruments in or outside
the index changes. 100721In another embodiment, the constituent
weightings of the currency and related FX instruments within the FX
fund are altered when at least one of: one or more of the regions,
countries or sovereigns report their quarterly and/or annual
accounting or demographic information; and/or at a pre-determined
time after which the majority of the regions, countries, or
sovereigns in the index have reported their quarterly and/or annual
accounting or demographic data. In another embodiment, the weighting
includes calculating the constituent weightings based upon the at
least one accounting data. In another embodiment, the calculating is
performed by an index manager calculator. [00731In an embodiment, a
computer-implemented method for constructing at least one of a
commodities index and/or a commodities portfolio of commodities
and/or derivative instruments based on the commodities index is
provided, the method including: selecting constituent commodities
and/or derivative instruments of the commodities index based upon at
least one accounting data regarding the companies or industries
associated with the commodities; and weighting the constituent
commodities and/or derivative instruments based upon at least one
accounting data regarding the companies and/or industries associated
with production and consumption of the commodities to obtain
constituent weightings for each respective commodity and/or
derivative instrument. In an embodiment, the weighting is



100841In an embodiment, the method further includes: creating the
financial index, and the at least one portfolio, wherein the at least
one accounting data includes at least one of: dividends and/or ratios
pertaining thereto. In another embodiment, the another accounting
data includes at least one of: any dividends and/or ratios pertaining
thereto. In another embodiment, the accounting data includes at least
one of: any dividends and/or ratios pertaining thereto. In  another
embodiment, the accounting data includes at least one of: any
dividends and/or ratios pertaining thereto. 100851In another
embodiment, the financial object market index is based on accounting
data, the method including: creating a financial object market index
including: selecting constituent financial objects of the financial
object market index based upon at least one accounting data regarding
the companies associated with the financial objects, wherein the
selecting is substantially exclusive of an influence of price, and
weighting the constituent financial object based upon at least one
accounting data regarding the entities associated with the financial
object to obtain constituent weightings, wherein the weighting is
substantially exclusive of an influence of price of the financial
object associated with the entity, and wherein the weighting is not
based on any of equal weighting, weighting in proportion to share
price, weighting in proportion to market capitalization, and/or
weighting in proportion to free float. 100861 In another embodiment,
a financial object market index fund containing a portfolio of stocks
based on a stock market index is provided, the method including:
creating a stock market index fund including a portfolio of financial
objects based on the financial objects market index wherein the
financial objects market index is created by selecting constituent
stocks of the financial objects market index based upon at least one
accounting data about the companies exclusive of a material influence
of price, and by weighting the constituent financial objects of the
financial objects market index based upon at least one accounting
data regarding the companies whose financial objects are in the
financial objects market index, wherein the weighting is exclusive of
a material influence of price of the entities, and wherein the
weighting is not based on any of equal weighting, weighting in
proportion to share price, weighting in proportion to market
capitalization, and/or weighting in proportion to free float,
100871In another embodiment, the financial objects market index fund
is held by, or on behalf of, one or a plurality of investors. In
another embodiment, the selecting includes selecting based upon at
least one of: a ratio of the accounting data; and/or a manipulation
of the accounting data. In another embodiment, the accounting data
includes at least one of: relative size of a profits of a the entity;
and/or pre-exceptional profits, sales, assets, cash flow,
shareholders' equity, and/or a return on investment of a the entity.
In another embodiment, the accounting data includes any generally
accepted accounting data. In another embodiment, 100881In another
embodiment, creating the stock market index includes selecting stocks
from a set of entities having a publicly available periodic financial
report. In another  embodiment, the set of companies is not
substantially equivalent to any one of the S&P 500 Index, and/or the
Dow Jones Industrial Average. In another embodiment, selecting
includes: selecting a subset from the set, wherein the set includes
at least one of substantially all of the companies having a publicly



100981In an embodiment, the system further includes a trading host
computer processing apparatus, coupled to the analysis host computer
processing apparatus, and operative to construct a portfolio of
assets including one or more trading assets, the trading host
computer processing apparatus including: an index retrieval subsystem
operative to retrieve the non-market capitalization objective measure
of scale index; a trading accounts management subsystem operative to
receive one or more data indicative of investment amounts from one or
more investors; a purchasing subsystem operative to permit purchasing
of one or more of the  trading assets using the investment amounts
based on the non-market capitalization objective Measure of scale
index. 101001In an embodiment, the system further includes a trading
accounts database coupled to the trading accounts management
subsystem, the trading accounts database operative to store the one
or more data indicative of the investment amounts. In another
embodiment, the system further includes an exchange host computer
processing apparatus coupled to the purchasing subsystem, the
exchange host computer processing apparatus operative to perform One
Or more functions of the purchasing subsystem In another embodiment,
the asset type includes at least one of: a fund; a mutual fund; a
fund of funds; an asset account; an exchange traded fund (ETF); a
separate account, a pooled trust; and/or a limited partnership.
101011In an embodiment, the system further includes: rebalancing a
pre-selected group of trading assets based on the non-market
capitalization objective measure of scale index. In another
embodiment, the rebalancing is performed on a periodic basis. In
another embodiment, the rebalancing is based on the group of assets
reaching a predetermined threshold. 101021In an embodiment, the
system further includes: applying one or more rules associated with
the non-market capitalization objective measure of scale index. In
another embodiment, the system may be used for at least one of:
investment management, and/or investment portfolio benchmarking. In
another embodiment, the selection sub-system is operative to perform
enhanced index investing, including: computing the portfolio of
assets in a fashion wherein at least one of: holdings; performance;
and/or characteristics, are substantially similar to an external
index. In another embodiment, the weighting subsystem is further
operative to weight based on a non-financial metric associated with
each of the selected group of entities.  101031In an embodiment, a
system is operative to produce data indicative of the state of a
plurality of entities, including: (i) an entity database storing
aggregated entity data about the plurality of entities obtained from
an external data source, each of the entities having at least one
object type associated therewith, the aggregated entity data
including at least one objective metric associated with each entity;
(ii) an input/output subsystem; and (iii) an analysis host computer
processing apparatus coupled to the entity database via the
input/output subsystem, the analysis host computer processing
apparatus including: (A) a data retrieval and storage subsystem
operative to retrieve the aggregated entity data from the entity
database and store the aggregated entity data to the entity database;
(8) a data generation apparatus subsystem including: (I) an object
selection subsystem operative to select a group of the entities based
on a  the at least one objective metric; (2) an object weighting
function generating subsystem operative to generate a weighting



with an exemplary embodiment of the present invention; 101151FIG. 2
is a process flow diagram of an index generation process in
accordance with an exemplary embodiment of the present invention;
101161FIG. 3 is a process flow diagram of an index use process in
accordance with an exemplary embodiment of the present invention;
101171FIG. 4 is a process flow diagram of a method of creating a
portfolio of financial objects; 101181FIG. 5 is a process flow
diagram of a method of constructing an AD131 and a portfolio of
financial objects using the A DBI; [01191FIG. 6 depicts an exemplary
embodiment of a computer system as may be used in the analysis host,
trading host, or exchange host, according to an exemplary embodiment;
101201FIG. 7 depicts an exemplary embodiment of a chart graphing
cumulative returns by date for exemplary high yield debt instrument
metrics according to an exemplary embodiment; 101211FIG. 8 depicts a
block diagram of an exemplary embodiment of a system according to an
exemplary embodiment; 101221FIG. 9 depicts an exemplary embodiment of
a chart graphing cumulative returns by date for exemplary emerging
market debt instrument metrics according to an exemplary embodiment;
101231FIG. 10 depicts an exemplary embodiment of a chart graphing
cumulative returns by date for exemplary emerging market debt
instrument metrics illustrating growth of an exemplary investment,
according to an exemplary embodiment; and 101241FIG. 11 depicts an
exemplary embodiment of a chart graphing a rolling 36-month value
added composite exemplary emerging market debt instrument metrics vs.
cap-weighted emerging market bonds, according to an exemplary
embodiment. Detailed Description of Exemplary Embodiments
101251Various exemplary embodiments are discussed in detail below
including a preferred embodiment. While specific implementations are
discussed, it should be understood that this is done for illustration
purposes only. A person skilled in the relevant art can recognize
that other components, configurations, accounting data, and ratios
may be used without parting from the spirit and scope of the
invention. Exemplary Conclusions 101261The inventors have arrived at
numerous conclusions upon which the embodiments are established,
including that cap-weighting is not mean-variance optimal.The latter
conclusion holds because weighting schemes based on market price;
including cap-weighting, overweight 100% of overvalued stocks and
underweight 100% of undervalued stocks. Both mathematically and
empirically, this over and under weighting problem inherent to
cap-weighting leads to a return drag of 200 bps per year in the U.S.
and more than 200 bps per year internationally. 101271One example of
the phenomenon comes from the recent stock market bubble of 1997 -
2000, when, e.g., Internet network service provider Cisco comprised
nearly 5% of the S&P 500. At its peak in 2000, Cisco traded at 870
per share. Since March 2000, Cisco has fallen to  approximately 12%
of its peak, dragging down S&P 500 performance of which it comprised
5%. 101281While it is difficult or impossible to know the true fair
value of a company, what is known is that if an overvalued company's
weight in an index is determined by market capitalization, then the
company will be over-weighted in the index. Conversely, IN company's
weight is determined by market capitalization and it is undervalued,
it will be underweighted in a capitalization-weighted index. 



101291Over the past 40 years, the largest stock by market
capitalization in the S&P 500 has underperformed the average stock in
the index over a 10-year time period by an average of 40%. The
largest 10 stocks by market capitalization have underperformed the
average stock over the subsequent 10-year time frame by an average of
26%. Yet, cap-weighted indexes continue to invest 20-30% of their
value in the largest 10 stocks by market cap, despite the fact that
they under-perform the average stock in the index, because the stocks
are selected and weighted using market capitalization, which by its
nature over-weights over valued stocks and under-weights undervalued
stocks. The various exemplary embodiments overcome the shortcomings
of the investment community. Various Exemplary Embodiments Further
Described 101301As used herein, references to "one embodiment," "an
embodiment," "example embodiment," "various embodiments," etc., may
indicate that the embodiment(s) of the invention so described may
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
one embodiment," or "in an exemplary embodiment," do not necessarily
refer to the same embodiment, although they may. 101311In the
following description and claims, the terms "coupled" and
"connected," along with their derivatives, may be used. It should be
understood that these terms are not intended as synonyms for each
other. Rather, in particular embodiments, "connected" may be used to
indicate that two or more elements are in direct physical or
electrical contact with each other. "Coupled" may mean that two or
more elements are in direct physical or electrical contact. However,
"coupled" may also mean that two or more elements are not in direct
contact with each other, but yet still co-operate or interact with
each other.  101321One or more exemplary embodiments of various
exemplary embodiments, including but not limited to a trading system,
a selecting system, a weighting system, an investment system, a
portfolio management system, an index manager system, a database
system; a metric storage and/or analysis system, to name a few, may
be implemented on, with, or in relation to a computing device(s),
processor(s), computer(s) and/or communications device(s). 101331 The
computer, in an exemplary embodiment, may comprise one or more
central processing units (CPUs) or processors, which may be coupled
to a bus. The processor may, e.g., 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
modern for 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), a digital
versatile disk (DVD), and/or a magneto optical device. Another type
of secondary memory may include a removable disk storage device,
which may be used in conjunction with a removable storage medium,
such as, e.g. a CD-ROM, a floppy diskette or flash drive, etc. 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



101431In slightly more detail, an index 110 may be generated and/or
stored by, for example,  normalizing entity data for a particular
non-market capitalization metric in block 204. The normalized entity
data may be used to generate a weighting function, in block 206,
describing the contribution of each entity to a business sector as
defined by the metric, in an exemplary embodiment. Index 110 may be
generated using the weighting function in block 208. The process may
end at block 210. Once index 110 is generated, according to an
exemplary embodiment, index 110 may be used to track the business
sector defined by the metric or to create a portfolio of financial
objects offered by the entities whose information was used to
generate the index. 101441For example, in an exemplary embodiment a
method of constructing a non- capitalization weighted portfolio of
financial objects may include, e.g., gathering data about various
financial objects; selecting a group of financial objects to create
the index of financial objects; and/or weighting each of the group of
financial objects selected in the index based on an objective measure
of scale and/or size of each member of the group of financial
objects, where the weighting may include weighting all or a subset of
the group of financial objects, and weighting based on factors other
than market capitalization, equal weighting, or share price
weighting. 101451In one exemplary embodiment, the weighting of each
member of the group of financial objects may include weighting
financial objects of any of various types. Examples of  various types
of financial objects may include, for example, but not be limited to,
a stock type; a commodity type; a futures contract type; a bond type;
a currency type; a mutual fund type; 3 hedge fund type; a fund of
funds type; an exchange traded fund (ETF) type; and/or a derivative
type asset, and/or any other portfolio or account of financial
objects, to name a few. In fact, any of the types of financial
objects specified above and elsewhere herein may be weighted. The
weighting may also include, e.g., but not limited to, a negative
weighting on any of the various types of financial objects.
101461According to exemplary embodiments of the present invention,
the index 110 may be weighted based on an objective measure of scale
and/or size, where the objective measure of scale and/or size may
include a measure relating to an underlying asset itself. The
financial object may include, for example, a government and/or a
municipality, a government and/or municipality issuing bonds, a
government and/or municipality issuing currency, a government and/or
municipality issueing a commodity, and/or a government and/or
municipality issuing a commodity, to name a few. An objective measure
of scale and/or size associated with the financial object may
include, for example, any combination or ratios of: revenue,
profitability, sales, total sales, foreign sales, domestic sales, net
sales, gross sales, profit margin, operating margin, retained
earnings, earnings per share, book value, book value adjusted for
inflation, book value adjusted for replacement cost, book value
adjusted for liquidation value, dividends, assets, tangible assets,
intangible assets, 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,



101571The exemplary method may create a new class of stock market
indices and index funds that may be implemented on, e.g., but not
limited to, a computing device or a processor, or as a computer
software or hardware, or as an algorithm. This new class of stock
market indices may base its weightings on the accounting data of the
companies that make tip that index. One possible version of an
accounting data based stock market index may be an index that is
based on the relative size of a sample of the companies'
pre-exceptional profits. If the chosen sample of companies was
determined to be one hundred and the accounting data based criteria
that the index manager decided to use was to be 'largest
pre-exceptional profits,' then the index may contain, e.g., the one
hundred largest companies as defined by the size of their
pre-exceptional profits. As an example, if the total pre-exceptional
profits of the largest one hundred companies, as measured by their
pre-exceptional profits, was 100 dollars, pounds, or other currency,
in a defined time period (such as a quarter or year) and in the same
time period the pre-exceptional profits of theoretical company 'A'
were $2, then theoretical company A would be allocated a 2% weighting
in the accounting data based index, in an exemplary embodiment. If
theoretical company 13 had pre-exceptional profits of $1.5 over the
same time period then it would have a weighting of 1.5% in the
accounting data based index according to an exemplary embodiment.
101581 The index weightings may be managed based on how the
"fundamentals" of the companies within, or outside, the chosen index
sample may change. As an example, the index manager could choose to
rebalance the weightings from time to time such as, e.g., but not
limited to, periodically, aperiodically, quarterly, as company
pre-exceptional profits change, and/or on an annual basis, etc., and
enter their choice into, e.g., a computing device. If, for instance,
by the time of the next rebalancing period the total pre-exceptional
profits of the largest one hundred companies, as measured by their
pre-exceptional profits, had grown to $120, and theoretical company A
now had pit-exceptional profits of $1.2, the computing device may
calculate the weighting of company in the accounting data based index
such as, e.g., the accounting data based index down to I% from 2% in
the previous period. Creating such accounting data based indices may
give an investor the opportunity to follow, or invest, passively in
an index which may be anchored to the economic realities of the
companies within it. This new accounting data based index
construction technique by a computing device may  produce an index
and related index fund products with increased stability and with
increased economically rational behavior as compared with known
methods of investing. 101591The foregoing index weighting and
rebalancing as performed on a computing device may also be applied to
indices constructed of financial objects including emerging market
debt instruments, or currency and related debt instruments, or
commodities and related debt instruments, or Real Estate Investment
Trusts. Each index may be based on the one or more accounting metrics
relevant to the financial object or which the index is composed. For
example, an index of currency and related debt instruments may be
based on the GDP of the country or sovereign responsible for issuing
the currency. Accounting Data Based Indexation (ADBI) 101601In one
exemplary embodiment, a computing device may create an accounting
data based stock market index (ADD!) such as, for example, an



portfolio may not purchase all of the financial objects in the ADBI,
and instead utilize a sampling methodology in order to obtain a
portfolio correlation objective. An exemplary sampling may use
quantitative analysis to select securities from the ADB1 universe to
obtain a representative sample of financial objects, that, for
example, resemble the ADBI with respect to a number of factors,
including for example, key risk factors, performance attributes, and
other characteristics. Exemplary additional characteristics may
include industry weightings (see Table   I); market capitalization;
and/or other financial characteristics of the financial objects. The
quantity of holdings in the portfolio may be based, for example, on a
number of factors, including asset size of the portfolio, and other
factors. The portfolio may be managed to hold less than or equal to
the total number of financial objects in the ADA,. In an exemplary
embodiment, in purchasing a portfolio based on the ADBI a correlation
goal between the portfolio's performance and the performance of the A
DBI may be set, such as, for example, 0.95 or better. A figure of
1.00 would represent perfect correlation between the portfolio's
performance and ADBI. 101721According to an exemplary embodiment, a
factor may be used to divide up the universe of financial objects of
the ADBI into sub-universes (groups / strata) and one may expect the
measurement of interest to vary among the different sub-universes.
This variance may have to be accounted for when selecting the sample
from the universe in order that the sample obtained is representative
of the universe. This may be achieved by stratified sampling. A
stratified sample may be obtained by taking samples from each of a
plurality of stratum or subgroups of a universe. When one samples a
universe with several strata, generally the proportion of each
stratum in the sample should be the same as in the universe.
Stratified sampling techniques may be used when the population of the
universe is heterogeneous, or dissimilar, where certain homogeneous,
or similar, sub-populations (i.e., sub-universes) can be isolated
(strata). Simple random sampling is most appropriate when the entire
population from which the sample is taken is homogeneous. Some
reasons for using stratified sampling over simple random sampling may
include: (i) the cost per observation in the survey may be reduced;
(ii) estimates of the population parameters may be wanted for each
sub-population; and/or (iii) increased accuracy at given cost.
[01731To construct an exemplary accounting data based index (ADB!),
such as, e.g., but not  limited to, the RESEARCH AFFILIATES
FUNDAMENTAL INDEX(r) (RAF10), some number of financial objects, e.g.,
1000 US equities, may be selected ancUor weighted based on the
following four accounting data based measures of company size: book
equity value, free cash flow, sales, and actual gross dividends paid,
if any. In an exemplary embodiment, when calculating the variable for
dividends, actual dividends paid plus stock buybacks minus new issues
of stock are calculated. According to another exemplary embodiment,
additional factors, including but not limited to, country factors,
industry metrics, accounting data metrics, nonfinancial metrics,
etc., may be used. In an exemplary embodiment, weighting may include
weighting by current and/or trailing historical accounting data, and
in a related embodiment, a five year weighted average and equal
weighting for each of objective metrics (for example, book value,
revenue, cash flow and dividends) may be used. In another related
embodiment, such metrics may be weighted to include any one of



accounting data based indexing such as, e.g., Canadian Fundamental
Income 100, a closed-end mutual fund of the largest 100 accounting
data based equities in Canada which attracted investments from retail
and institutional investors in 2005, one of the most difficult closed
end markets in recent history, demonstrating the strength of the
accounting data based indexation strategy. Exemplary Sector A DBI
Indexes 101851According to one exemplary embodiment, a universe may
be selected where the universe includes one or more sectors, and the
weightings may be based on one or more sector metrics or measures. A
non-exclusive list of exemplary sectors is shown in Table I, which is
based on North American Industry Classification System (NAICS)
sectors. A non-exclusive list of industry sector metrics that be used
in selecting and/or weighting, for example, financial objects, is
shown in Table 2. Table Exemplary List of Sectors (based on NA ICS
sectors) Agriculture. For strv, Fishing and Hun ina Mining Utilities
Construction Manufacturing Wholesale Trade Rat II Trade
Transportation and Warehousing Information Finance and lnsstrance
Real Estate and Rental and Leasing Professional, Scientific, and
"lechnical Services Management of Companies and Enterprises
Administrative and Support and Waste Management and Remediation
Services Edttcatioti Services Health Care and Social Assistance Arts,
Emitenaitaistent, and Recreation Accommodation nail Food Services
Other Services (except Public Administration) Public Administratioi
Table 2 Exemplary List of Sector Metrics Industry growth rate Total
capital expenditures Inventories total - end of tar 



Inventories finished products - end of year Average industry
dividends Supplemental labor costs  New orders forman tinctured goods
Feldl costs Inventories work in processend of year Shipments Elecsric
encrgy used lsvetstoriea materials supplies Inds, etc - end of el
Unfilled orders Inventories by stage of fabrication Value of
manufacturers nivestiortes by stage of fabrication - beginning of
year tnvetnories Numberof production workers Inventories total -
beginning of year Inventories-to-shipments ratio Payroll of
production norkets Inventories finished products - beginnittg of year
Value of product shipments I-tours of production workers Inventories
work in mixesbegimun of year invemories materials supplies fuels. etc
- beginning of year Statisticsfrontdepartment of commerce. industry
associations,for industry groups and indusnies Cost of purchased
fuels and electric energy  Geographic area statistics Electric energy
quantity purchased Electric energy cost  Electric energy generated
Value of shipmcn-total  Value of shipments - products Value of
shipments - total miscellaneous receipts Annual survey of
manufacturers (Asrm 



Einploytnent   Al; employees payroll Electric entre), sold or
trattsfcrred total miscellaneous receipts - Value of seantea All
employees 'tours Cost of purchased filth totalmiscellaneousreceipts -
cotstract receipts All employees total cotnpensatiott Capital
expenditure for plant and equipment total Other total ttiseeltaneosts
receipts All employees total hinge benefit costs Capital expenditure
for plant and equipment - buildings and oilier SIMCIUMS Interplant
transfers Total cost of materials Capital expenditure for plant and
equipment - Costs of materials - total   machinery and equipment
total  Payroll Capital expenditure for plant and equipment autos.
trucks. etc for hiszliwav use Costs of mattrials -materials, pans,
containers. packaginu, etc Value added by asanofacture Capital
expenditure for plain and equipment
computers.peripheraldataprocessing equipment Costs of materials
-resales Cost of materials consin"ed Capital expenditure for plant
and equipment all other expenditures 



Costs of materials - purchased fuels Value of shipments Value of
manufacturers inventories by stage of fabrication - end of yeu Costs
of materials - purchased electricity Costs of materials - contract
work tndnatsvcost of capital Avenge induslrv dividend  101861As set
forth herein, the universe may refer to a complete set of a group of
financial objects, for example. Within the group, there may be
sub-groups, termed sectors. Each sector may include additional
sub-portions, termed sub-sectors. This process may be reiterated for
finer degrees of granularity as well. 101871As one example, the
universe may comprise all publicly traded stocks. A sector  within
the universe may comprise all publicly traded stocks for the
developed world except the United States. An exemplary A DBI using
the foregoing sector is the FTSE RAH(r) Developed ex US Mid Small
1500 Index, available from PowerShares Global Exchange Traded Fund
Trust of Houston, Texas. A brief, non-exhaustive list of exemplary
sectors is provided in Table 3.  101881An exemplary process for
construction of the aforementioned FTSERAF! (r) Developed ex US Mid
Small 1500 Index comprises the following. First, the securities
universe of companies of the index may be calculated, based on any
exemplary objective metrics. The exemplary objective metrics may
include, for example: (i) the percentage representation of each
security using only sales figures; (ii) the percentage representation
of each security using cash flow figures; (iii) the percentage
representation of each security using book value; and/or (iv) the
percentage representation of each security using dividends. (A
security that has not paid a dividend in the past five years will
have a percentage representation of zero.) 101891Next, the securities
may be ranked, for example in order based on the fundamental value.
For example, the securities may be ordered in descending order of
their fundamental value, and the fundamental value of each company
may be divided, for example, by its free-float adjusted market
capitalization. The largest small and medium capitalization
securities may then be selected. The latter will be the FTSE RAFI (r)
Developed ex US Mid Small 1500 Index constituents. The weights of the
constituents in the underlying index may be set proportional to their
fundamental value, for example. 101901Exemplary industry metrics that
may be used in weighting financial objects may be found in Table 3.
Table 3. Exemplary 4081 Index Computation Processes 101911According
to an exemplary embodiment, the ADBI index may be created by a
selection subsystetn and a weighting function generating subsystem.
101921According to an exemplary embodiment, the selection subsystem
may be operative to: (i) for each entity, assign a percentage factor
to each of a plurality of the at least one non-market capitalization
objective measure of scale and/or size metric, each of the percentage
factors corresponding to the importance of the at least one
non-market capitalization objective measure of scale and/or size
metric to the selection; (ii) for each entity, multiply each of the
percentage factors with the corresponding non-market capitalization
objective measure of scale and/or size metric thereof, to compute a
selection relevance factor for the entity; and/or (iii) determine the
selected group of entities by: (a) comparing the selection relevance
factors for the entities; (b) ranking the entities based on the
comparison; and/or (c) selecting a predetermined number of the
entities having highest rankings to be the selected group of
entities_ 101931According to an exemplary embodiment, the weighting



101971ADB1-LS such as, e.g., RAFIOD-LS according to an exemplary
embodiment, is designed to be roughly dollar and beta neutral, but
not sector neutral. The sector bet can be significant if the A DBI
strategy determines that a sector is substantially overvalued.
101981In general the overlap between ADB1 RAH(r) U.S. 1000 and a
traditional capitalization based index, such as the Russell 1000 may
be about 75%. This may give 25% weights for the long portfolio and
25% weights for the short portfolio. The portfolio may be  applied to
300% long and 300% short, which may magnify the RAFIO alpha and the
portfolio volatility. Leverage may be applied tactically, and can
range from about 200% long/short to about 400% long/short according
to exemplary embodiments. 101991ADBI-LS such as, e.g., RAPIO-LS
according to an exemplary embodiment may be designed to achieve an
annual volatility of 15-25%. Volatility of the exemplary RAFIO-LS,
since inception, has been about 15%. 102001According to an exemplary
embodiment, ADBI-LS, such as, e.g., RAFIO-LS may use leverage in both
its short and long positions. On average, $100 invested in RAPIO-LS
may result in a $300 notional long position and a $300 notional short
position.        Exemplary Implementation of an Exemplary ADBI-LS's
Long and Short Positions 102011According to an exemplary embodiment,
one does not necessarily directly need to hold long or short
positions in the underlying stocks, nor does it need to access a
direct line of credit for the portfolio leverage. Instead, according
to an exemplary embodiment, derivatives, such as a total return swaps
may be used to implement the long and short positions. It may be
possible to achieve minimal counterparty default risk exposure by
entering into swaps with large Wall Street firms in an exemplary
embodiment. Investors in an ADBI-LS may not be physically shorting
any U.S. equities; rather, investors may merely hold OTC derivative
contracts. This may provide both tax benefits and efficiency in
investment logistics. 102021A DBI-LP such as, e.g., RAF1O-LP, may be
a full-market ADD'. ADBI-LS such as, e.g., RAFIO-LS, may be a fund
that uses the differences between company weights in ADM such as,
e.g., RA HO and in a capitalization-weighted index to establish long
and short positions according to an exemplary embodiment.
102031AD131-LS may be designed to be dollar neutral and equity beta
neutral in an exemplary embodiment. Therefore, one may expect ADBI-LS
returns to be largely uncontlated with the equity market return in an
exemplary embodiment. However, A DBI may not be market neutral in the
traditional sense as it is not industry sector neutral in an
exemplary embodiment. 102041 ADB1-LS does not pair positions, and
thus is different from traditional equity long-short strategies
whereby, e.g., but not limited to, a short General Motors (GM)
position is paired with a long Ford position. Instead, ADB1-LS may
acquire both long and short positions based on the relative
difference between the ADF1 Index such as, e.g., FUNDAMENTAL INDEX(r)
weights and those of a cap-weighted index, such as, e.g., but not
limited to the Russell 1000.  102051An exemplary embodiment of
ADBI-LS may rebalance periodically and/or aperiodically. For example,
on average, the ADBI-LS, such as, e.g., RAFICLLS portfolio may hold
its long-short bets for about one year. The cash flow from new
capital contributed to the strategy may be used to rebalance the
portfolio to create new or alter existing long-short bets according
to an exemplary embodiment. 102061In an exemplary embodiment, the
present invention may be a method of constructing a portfolio of



102121In one exemplary embodiment, four metrics may used to rank
corporations that issue investment-grade corporate bonds, and a
corporation may be given a score according to the  corporation's
relative weight on each metric. For example, two composite measures
may be computed for a corporation, one including assets, dividends,
cash flow, and collateral, and a second that may replace collateral
with sales. The overall fundamental weight may be assigned by, e.g.,
but not limited to, equally weighting all four of the metrics (or,
when a corporation does not pay a dividend, by equally weighting the
remaining three metrics). Alternatively weighted combinations of the
metrics may be used as well. 102131Corporate bond constituent data
for investment-grade corporate bonds for the years 1997 through 2007
may be obtained from, e.g., but not be limited to, the MERRILL
LYNCH(r) U.S. Corporate Master Index (for investment grade bonds).
The U.S. Corporate Master Index includes all investment-grade
corporate bonds rated AAA to BBB-. 102141Individual investment-grade
corporate bond data may be matched with the corporate  data used to
weight the corporations. It may not be possible to match many of the
bonds in the MERRILL LYNCH(r) indexes with their corporations, as
some investment-grade corporate bonds are not issued by listed
corporations for which accounting data can be accessed.
Investment-grade corporate bonds issued by privately or
employee-owned companies and companies that are based in foreign
countries or traded on the OTC exchanges, for example, may be
difficult to match. The exemplary investment-grade corporate bond
portfolio may be compared to, e.g., a published benchmark for
investment-grade corporate bonds, a capitalization-weighted index of
investment-grade corporate bonds constructed from the universe of
successfully matched investment-grade corporate bond issues, and the
like. This may ensure that any results of the comparison are due to
the method used to select the investment-grade corporate bonds and
not due to sample bias. 102151The fundamental weight from a
corporation may not be applied directly to each of  the
investment-grade corporate bonds issued by the corporation. Instead,
when a corporation issues N bonds, the fundamental weight may be
divided amongst the investment-grade corporate bonds according to the
ratio of each investment-grade corporate bond's face value to the sum
of the face value of debt issued by the corporation. The weights may
then be resealed to correct for the fact that not all corporations
with a fundamental weight have debt issues on their books. The
investment-grade corporate bond portfolio may comprise the resulting
list of investment-grade corporate bonds and weights. Table Panel A:
High Yield Corporate Bonds        Std RelurnDev Sharpe Credit Rating
Duration Excess Ref t slat Track Error Inf. Ratio   Assets 8.14 5.12
0.87 



13132/98 458 2.04 5.36 1,15 1.77  Dividends 7.68 6.90 0.58 BB3 4.96
1.58 3.21 1.91 0.83  Cash Flow 7.89 5.13 0.82 BEM 4.39 1.79 4.79 1.20
1.49  Free Cash Flow 8.18 4.96 0.91 13132/683 4.41 



2.08 5.63 1.01 2_06  Collateral 7.03 5.92 0,57 1383 4.54 0.93 2.48
1.50 0.62  Cash 7.98 4.75 0.91 883 4.16 1.88 5.39 1.43 1,31  Sales
8,15 4.98 0.90 683 4.30 2.05 5.54 



1.04 1.97  Combined A 7.67 5.38 0.74 832/BB3 4.52 1.57 4.10 1.35 1.16
Combined B 7.84 5.18 0.81 8132/583 4.46 1.79 4.69 1.25 1.39
Benchmark 7.10 6.53 0.53 883/61 4.53 1.00 1.76 



0.41 2.44  Published Index 6.10 6.54        Panel B: Investment Grade
Corporate Bonds         Return Std Dev Sharpe Credit Rating ,
Duration Excess Ret I stat Track Error Inf. 



Rats  Assets 6.63 9.45 0.67 AA31A1 5.74 0.25 0.65 0.27 0.93
Dividends 6.78 4.68 0.67 AA2/AA3 6.21 0.40 0.96 0.31 1.29  Cash Flow
6.69 4.57 0.67 AA3 6.01 0_31 0.78 0.29 1.07  



Free Cash Flow 6.63 9,48 0.66 AA3/A1 5.90 0.25 0.64 0.25 1_00
Collateral 6.66 4.51 067 4A3/A1 5.95 0.28 0.71 0.25 1.12  Cash 6,92
4.80 0.68 AA3/A1 6.43 0.54 1_29 0.31 1.74  Sales 6.70 



4.55 0.67 A43/A1 6.01 0.32 0.81 0.28 1.14  Combined A 6.71 4.57 0.67
443 6.02 0.33 0.63 0.28 1.16  Combined B 8.71 4.57 0.67 4A3 6.02 0.33
0.83 0.28 1.18  Benchmark 6.40 4.50 0.61 



Al 5.80 0.02 0.05 0.19 0.11  Published Index 6.38 4.93        Panel
C: Emerging Market Bonds (top 50, sorted by face vs tie)I
Return Std Dev 



Sharpe Credit Rating Duration Excess Ret Isle/ Track Error Inf. Ratio
Population 14.45 15.72 0.88 138103132 5.94 3.13 2.29 1.73 1.81  Area
17.34 22.96 0.59 802/13133 5.37 6.02 3_01 3.87 1.56  GDP 14.22 



15.32 0.69 13132 5.98 2.90 2.17 1.40 2.07  Reserves 12.56 12,46 0.71
B81/882 6.08 1.24 1.14 0.98 1.27  Face Value 14.87 17.39 0.64
B52/E1B3 5.94 3.55 2.35 1.50 2.37  Combined A 15.28 17.57 0.66 



8132 5.75 3.96 2.59 2.13 1.86  Combined 6 15.25 17.84 0.64 B82/B83
5.84 3.93 2_53 1.88 2.09  Benchmark 11.75 14.81 0.57 BB2/BB3 6.13
0.43 0.33 0.58 0.74  Published Index 11.32 13.58    



Table Panel A: High Yield Corporate Bonds          Return StdStd Dev
Sharpe Credit Rating Duration Excess Ret 1 slat Track Error Inf.
Ratio  Assets 7.23 6.53 0.55 



683/131 4.68 1.13 1.99 0.86 1.31  Dividends 6.68 6,64 0.45 13133/131
4.97 0.56 1.00 1.63 0.36  Cash Flow 7.87 5.04 0.83 13133 4.37 1.77
4.03 1.19 1.49  Free Cash Flow 7.72 4.93 0.82 883 4.35 



1.62 3.78 0.96 1.69  Collateral 6.58 6.71 0.43 1353/61 4.78 0.48 0.82
0.93 0.52    Cash 7.54 7 07 055 BB 61 4.58 1.44 2.34 0.85 1.69  Safes
7.25 5.84 0.61 F383/Bl 447 



1.15 2.26 0.01 1.26  Combined A 7.67 5.38 0.74 88 2/883 4.52 1.57
3.35 1.35 1.16 ICombined B Benchmark 7.85 5.10 0.82 882/863 4.44 1.75
3.94 1.25 1.40  7.28 6.27 0.58 8I33/13 4.53 1.18  0.38 



Published Index 6. 0 6.54         Panel Bonds 8: Investment Grade
Corporate         Return Std Dev S ar e Credit Ralin Duration Excess
Ret t stet Track Error  I Ratio  



Assets 6.57 4.28 0.68 Al 5.58 0.19 0.51 0.20 0.95  Dividends 6.77
4.63 0.67 AA31A1 6.15 0.39 0.97 0.22 1.77  Cash Flow 6.86 4.49 0.67
AA3/A1 5,88 0.28 0.72 0 04  Free Cash Flow 6.65 



4.39 0.68 Al 5.80 0.27 0.71 0.23 1.17  Collateral 6.65 4.49 0.67 Al
6.01 9.27 0.139 0.14 1.93 .  Cash 6.77 4 0.66 Al 6.44 0,39 0.95 0.21
1.86  Sales 6.64 4,57 0.85 



Al 6.13 0.26 0_65 0.20 1.30  Combined A 6.69 4.49 0.66 AA3/A1 ' 5.91
0.31 0.79 0.25 1.24  Combined B 6,70 4.51 0.68 AA3/A1 5.93 0.32 0.82
0.25   Benchmark 6 4.50 0.64 Al/A2 5.94 



0.13 0_33 0.12 1.09  Published Index 6.38 4.43         Panel C: Eme
inMarket Bonds          Return Std Dcv Sharpe Credk Rating Duration
Excess Ret 



I slat Tra Error In!. Ratio  Population 10.80 7.44 0.85 8131 4.88
-0.52 -0.80 2.46 -0.21  Area 14.16 18.16 0_65 8131/882 4.78 2.84 2.02
2.36 1.20  GDP 11.18 8.85 0.85 1381 5.08 -0.14 -0.18 



2.02 -0.07  Reseives 10.44 7.96 0.85 8131 5.03 -0.88 -1.27 2.19 -0.40
Face Value 13.76 15.56 0.65 BB2/1363 5,48 2.44 1.80 1.12 8  Combined
A 11.76 10,13 0.80 881 4.93 0.44 0.50 1.88 0.23 



Combined B 12.95 12.93 0.72 8131/13132 6.18 1.63 1.45 1.34 1.22
Benchmark 11.64 13.65 0.58 BB2/BB3 5.61 0.32 0.27 0.31 1.03
Published Index 11.32 13.58         102161As seen in Tables 4 and 5,
an exemplary investment-grade corporate bond portfolio 



may outperform the capitalization-weighted MERRILL LYNCH(r) U.S.
Corporate Master Index by 33 basis points per year, and outperforms
the benchmark by 32 basis points per year. 102171With reference to
Table 4, performance of fixed income fundamental indexes vs.
benchmarks, i.e., top 500 names (top 50 for EMD) is provided,
including top 500 names selected by fundamental weight for the High
Yield and investment Grade indexes, and top 50 names selected by face
value for the emerging markets index. For the corporate indexes,
combined A includes assets, dividends, cash flow, and collateral, and
combined B includes assets, dividends, cash flow, and sales. For the
emerging markets, combined A includes population, area, GDP, and
reserves, and combined B includes population, area, GDP, and face
value. As used therein, "Published Index" is the index return for the
relevant MERRILL LYNCH(r) benchmark return  provided by Bloomberg,
"Benchmark" is the cap-weighted benchmark constructed from our
particular matched subsample, and excess returns and tracking error
are computed against the published index. 102181With reference to
Table 5, the performance of fixed income fundamental indexes vs.
benchmarks, i.e., top 500 names (top 50 for EMD) is provided,
including top 500 names selected by fundamental weight for the high
yield and investment grade indexes, top 50 names selected by face
value for the emerging markets index. For the corporate indexes,
combined A includes assets, dividends, cash flow, and collateral, and
combined B includes assets, dividends, cash flow, and sales. For the
emerging markets, combined A includes population, area, GDP, and
reserves, and combined B includes population, area, GDP, and face
value. "Published Index" is the index return for the relevant MERRILL
LYNCH(r) benchmark return provided by Bloomberg; and "Benchmark" is
the cap-weighted benchmark constructed from our particular matched
subsamplc excess returns and tracking error are computed against the
published index. 102191 Table 6 illustrates dynamic Brinson
performance attribution. The table shows risk attribution due to
static and dynamic loadings on duration and credit risk factors. As
seen in Table 6, for the investment-grade corporate bond portfolio,
both duration and credit risk may be negligibly different from the
capitalization-weighted index. However, the investment-grade
corporate bond portfolio may deliver 22 basis points of
outperformance, which may be due to superior security selection over
the capitalization-weighted index. Table 6  Returns
RAFIBenchmarkDifference High Yield 7.84% 7.10% 0.74% Investment Grade
6.71% 6.38% 0.33% Emera0g Markets 15.29% 11.75% 3.53%  Total -0.29%
Duration Static 0.10% Dynamic -0.38% High Yield    



Investment Grade 0.02% -0.03% 0.05% Emerging Madiets 1.15% 0.33%
0.82%  Credit TotalStatic Dynamic 0.10% High Yield 0.08% -0.02%
Investment Grade 0.09% 0.05% 0.04% Emerging Markets 0.82% -0.71%
1.52%  Security Selection  High Yield 0.94%   Investment Grade0.22%
Emerging Markets1.56% 



High Yield Bonds 102201Another exemplary portfolio of financial
objects for fixed income financial objects may include, for example,
high-yield bonds. The exemplary portfolio may be a high-yield bond
portfolio. The high-yield bonds in an exemplary high-yield bond
portfolio may be selected in a manner similar to the method described
herein for selecting high-yield bonds. Data elements, measures,
and/or metrics used to select high-yield bonds for inclusion in the
exemplary high-yield bond portfolio may be related to the corporation
responsible for issuing the high-yield bonds, and may include, e.g.,
but not be limited to, total cash flow, free cash flow, total
dividends, book value of assets, sales, collateral, and total cash on
hand. The data elements, measures, and/or metrics may be obtained
from, for example, the Worldscope database. In an exemplary
embodiment, a lagged, e.g., five-year average, may be computed for
all data elements, measures and/or metrics, except book value of
assets, for which most recently reported number may be used. Total
dividends may include the aggregate dividends paid, both common and
preferred. Collateral may be defined, e.g., as property, plant, and
equipment plus cash and cash equivalents. The book value of assets
may be used to reflect the claims that bondholders have on the
balance sheet of a corporation. 102211Corporate bond constituent data
for high-yield bonds for the years 1997 through 2007 may be obtained
from, e.g., the MERRILL LYNCH(r) U.S. High Yield Master II Index, BB
and B rated (for the high yield universe) and the U.S. Master II
Index includes all corporate bonds rated BB+ to B-. 102221Individual
high-yield bond data may be matched with the corporate data used to
weight the corporations, as described herein for investment-grade
corporate bonds. Again, it may not be possible to match many of the
high-yield bonds in the MERRILL LYNCH(r) indexes with their
corporations, as some high-yield bonds are not issued by listed
corporations for which accounting data can be accessed_ High-yield
bonds issued by privately or employee-owned companies and companies
that are based in foreign countries or traded on the OTC exchanges,
for example, may be difficult to match. For example, GMAC is a large
issuer of high-yield bonds. However, the automobile-financing company
is 49% owned by General Motors and 51% owned by private equity.
Hence, direct corporate financials with which to measure high-yield
bonds may not be available. This matching problem may be more severe
for the high-yield bonds than for investment-grade corporate bonds.
102231The exemplary high-yield bond portfolio may be compared to both
a published benchmark for high-yield bonds as well as a
capitalization-weighted index of high-yield bonds constructed from
the universe of successfully matched high-yield bond issues. This may
ensure that any results of the comparison are due to the method used
to select the high-yield bonds and not due to sample bias: 102241The
fundamental weight from a corporation may not be applied directly to
each of the high-yield bonds issued by the corporation. Instead, the
fundamental weight may be applied to high-yield bonds in the same
manner as described herein for the exemplary investment-grade
corporate bond portfolio. 102251As seen in Tables 4 and 5, the
exemplary high-yield bond portfolio may outperform the
capitalization-weighted MERRILL LYNCH(r) U.S. High Yield Master II
(BB-I3) Index by 174 basis points per year, and the benchmark by 175
basis points per year. From Table 6, comparing between the exemplary
high-yield bond portfolio and the capitalization-weighted portfolio



102331In an exemplary embodiment, a construction technique for
creating a bond index may  include selecting high yield bonds from a
universe of bonds using a selective metric related to the issuer of
the bond, and weighting the selected high yield bond constituents
according to at least one objective metric related to the issuer. The
constituents may be weighted in relative proportion to, the objective
metric, which may include, e.g., but not be limited to, an accounting
data metric, such as, e.g., but not limited to, sales and/or
dividends associated with the issuer of the bonds, i.e., accounting
data associated with the debt issuer. In one exemplary embodiment, a
weighted combination such as, e.g., an equally weighted combination
of sales, book value, any dividends, cash flow (how much cash is
going in and out, ignoring capital expenditures), and/or collateral
may used to weight. Other metrics such as, e.g., EBITDA, may also be
used in an exemplary embodiment. A composite measure may also be
created as a combination of a group of such factors. 102341According
to another exemplary embodiment, other accounting data metrics may be
used, however in no case will a metric be used which is materially
influenced by price, such as, e.g., but not limited to, market
capitalization. Further, weighting is not to be based on the product
of the total number of bonds and face value. In an exemplary
embodiment, the universe of bonds may be partially, or all, below
investment grade bonds, such as, e.g., but not limited to, BBB or
less. An exemplary investment grade bond may include bonds contained
in or associated with the MERRILL LYNCH(r) Master High Yield Bond
Index. In one exemplary embodiment, high yield bonds may include
bonds with at most a BBB bond rating. In another exemplary
embodiment, high yield bonds may include, e.g., but are not limited
to, bonds with a Bill or less rating, etc. 102351In an exemplary
embodiment, the index weight for each issuer may be based on, e.g.,
but not limited to, a composite company accounting data measure
created from a weighting, such as, e.g., equal weighting of one or a
plurality of data metrics. In one such exemplary embodiment, the
factor may be any one or more of: (i) normalized, (ii) for a 5-year
span, (iii) an average value, and/or (iv) non-zero. Exemplary factors
may include, without limitation, factors based at least partially on
any one or more of: sales, book value, cash-flow, any dividends,
and/or collateral, etc. 102361In an exemplary embodiment, for each
debt issue associated with each issuer, the  issuer weight may be
assigned to each corresponding debt issue and, according to an
exemplary embodiment, may be pro-rated for the face value of the debt
issue relative to the firm's total debt outstanding. For example, in
the entire MERRILL LYNCH(r) bond universe, bonds that cannot be
matched to underlying company accounting data may be omitted from the
RAE10 High Yield Index. 102371Table 7 depicts a summary correlation
matrix for an exemplary embodiment of an high yield bond index. In
this embodiment, gains may be somewhat concentrated during times when
high yield-bonds may have been weak, but, the statistical
significance in so short a span was remarkable for these embodiments.
Table 7. Correlation Matrix (1997- June 2006)     Correlation Matrix
Index Ann. TR Stcl Dev  HOAO 6502 Sales Div Book CF ML HY 6.23% 7.33%
1.00 



ML Gov 1-10 5.17% 2.96%  -0.11 1.00     Sales 8.03% 705%  0.90 -0.11
1.00    Dividend 9.22% 6.15%  0.80 0.00 0.69 1.00   



Book 897% 874%  0.95' k-0.14  ass L182 IRO  Cash Flow 7.54% 7.05%
6.94 -0.08 0.95 0.87 0.97 1.00 Collateral 7.21% 8.47%  0.94 013 0.95
0.81 0 98 0.96 Composite  7.68%  - 6418% 7.57% , ''; 0:07% 



LE 0.93 . 0.99 ,,,-.0 12 'C-0.15 0.90 21.!0)90 0.87 .'079 0.98 0 6:
0.98 :0.93 Par          Equal 7.09% 7.08%  0.96 -0.14 0.93 0.82 0.93
0.92 Equity Market' "98,99% 



1)-<-16.23%  '.034 0.26 ..  -092 .  E:31. .0.499 .'0.46
Market - monthly cap-weighted returns from NYSE, AMEX. and NASDAQ
(not excess return)       102381Table 8 depicts exemplary regression
results for an exemplary embodiment of a high yield bond index. Table
8. Rearession Results 1997- June 2006 LHS u1). ML Gov 0 



Mt. HY MId SMB HML UMD  RAFI33 HY Sales h. 2695k) 13." .8.881  a
08'4  ,DN ir-3.0,1r. 0 88k 23.73       28.67 -0.13 0.91 -004    084 



124 , -1.41 21.58 2 1      24E90 "-LILA, 0 89::' 002' t062 005. .000
085   rrk). -1.18 ) 19.782 -010 0.73 1.75 0.00   26.18 t0t07 0.87
-002 003 



005 -003 0.85  289 -0.74 18.92   172   RAFICE HY Dividend Int.: 21:10
6.-67 a .2ttym ..87-     0 84  2.70l9 0.0$ 21924       22.59 -0.04
ORO 



-003    084  187 -0.44 22.60 -1.76      21 it  4 091 001 4>04 003
0.00 0.86   3.43 9V-0.881 Y3k1). -0.32 2.28 .1.42 0.00   20 44 



-007 092 000 -0.05 003 0.01 086  167 -084 20.83 -0.25 -2.43  087
BARONY Book   I 3   3  0.93  191E  936       



8.87 -019 1.15 -002    0.93   .1 -2.50 32A2 09      11.49 -0.22 1.18
-0.03 -0.0 -0.02 0.00 0.93  1.50 '2.78 30.87 41 -1.68 .04 0.00 



12.06 -0.20 1.17 -0.03 -0.03 -0.02 -0.01 0.93  1.56 -2,50 29.6 -1,46
9 -1.05 -0,81  RAF10 HY Cash flaw 7.71 -0.01 1.00     0,95  1.53
-0.22 45.41    



8.09 -0.02 1.01 -0.01    0.95  1.60 -0.46 40.1 -0.94      9.87 -0.04
0 -0 02 .0 .02 -0.02 0.00 0,95  1.89 -0.74 38.97 -143 - .62 



.23 0.00   10.20 -0.03 1.03 0.02 -0.02 0.02 -0,01 0.95  1.94 -0.57
35.41 -1.46 -1.27 1.22 -0.64  RAFI0 HY Collateral 1005 014 Ina S
09  :1,39 73 34 19  



12.13 0.17 11 -0.03    0.92  1.57 -2.15 30,45       120 >ittlita.19
.. ' - , .13 t'os 56 ,6t2 0101, .100 L77092    



4105,.':0.29 0:00   13,41 -0.18 1.12 '0.03 -0.02 .0 .01 0 0.92  1.65
-2.13 27.58 57 -0.93 0.29 '0.28  RAF10 HY Composite 867 AID 1 4 07
51 



-1.95 42.55       9.22 -0.13 1.09 -0.01    0.94  1.80 -2.20 38.04
'1.20      tT172 015 1.1 '&  oca'ooa  0.00  



2.00 2.55 3573 .. -1.98 53 0.00   12.03 0.15 1.11 -0.03 -0.03 -0.03 0
0.95  2.0 -2.35 34,12 -1.8 1.74 -1.52 -0.51  RAF10 HY Par eighted 70
011 . 122    _ 



o'se         O  -6.55 -0.13 1.24 '0.01    0.08  7 -3.17 66.59 68
-6.94 013 123 001 000 -,, aoo 



000 098  ,114 06 61.93  0.11. aao .0.00   -6.37 -0.11 1.23 -0.01 0.00
0.00 -0.01 0.98  -1.59 -2.88 59.87 -1.22 0.50 0.37  -1.46  RAH@ HY
Equal weighted 1' 1443 0.08 09  



,   093  7,1- :-2 45 -5 3827       15.33 -0 0.96 -0.03    0.93  2.63
-1,81 33.06   1.99    10.77 '1-1."--0.08 192 



101 105- 004 omo .094   =129 3212 a34 34 261  aoo  11.77 -0715 0.91
-0.01 0.05 0.04 0.02 0.94  2.06 -0.67 30.94 -0.47 3.85 2.59 -1.78



ML 1-10yr Government bond index        ML HY* - Modified Men-ill
Lynch High Yield Master H Index (only includes bonds considered in
LEIS)    102391In an exemplary embodiment, one aspect of index
construction may include data acquisition, i.e., for example,
collecting, compiling, normalizing, and/or associating data regarding
a debt issuer and a given debt instrument. Here, according to an
exemplary embodiment, a comprehensive database may be built, i.e.
constructed, of high-yield bonds and accounting data metrics related
to the companies issuing the debt instruments. This database may be
linked to an existing database of related fundamental metrics, such
as accounting data that may include accounting data indicative of
relative company size, other than market capitalization and price,
with all the normal complications of ticker and Committee on Uniform
Security Identification Procedures (CUSIP) differences. 102401In
exemplary embodiments, the high yield bond universe may include all
bonds, and/or all issues within a particular bond space. An exemplary
bond space according to one exemplary embodiment may include the
Merrill High Yield Bond space. Then, a selection of bonds having
ratings below a predefined threshold may be selected. For example,
bonds rated BBB or less by a bonds rating organization may be
selected. Then, according to one exemplary embodiment, a further
selection may be made using at least one accounting data metric
associated with the issuer company, wherein the metric is not
materially influenced by price. In an exemplary embodiment, the full
below-investment-grade universe may be used, subject to the
investability constraints imposed by a company, such as, for example,
but not limited to, MERRILL LYNCH(r) . In an exemplary embodiment,
such constraints and/or others may be lifted, and further improved
results may be gained. In one such exemplary embodiment, the
liquidity thereof may be degraded, for example. 102411Table 9 depicts
a correlation matrix for an exemplary embodiment of a high yield
bond index. Table 9 illustrates statistical significance witnessed by
the various exemplary weighting metrics. The following parameters are
included: (i) Mean refers to a mean monthly return; (ii) Std Dev
refers to a standard deviation from the mean; (iii)1-10A0 refers to
MERRILL LYNCH(r) High Yield Master If Index; (iv) G502 refers to
MERRILL LYNCH(r) U.S. Treasuries I-10YR; (v) Sales, Dividend, Book
(value), Cash Flow refer to exemplary objective metrics of scale
and/or size in relation to the entity; (vi) Collateral refers to
assets used to pay debt holders, e.g., for secured debt instruments;
(vii) Composite refers to a composite of two or more other metrics,
which in the particular case, refers to Sales, Dividend, Book, Cash
Flow and Collateral; (viii) Par refers to Face Value of the security;
(ix) Equal refers to an equal weighting of all the qualified
securities in the universe; and (x) Market refers to a proxy for the
market,  where data may be used as a benchmark capitalization
weighted universe provided by the Center for Research in Securities
(CRS), available from the University of Chicago and Standard &
Poor's. Table 9. Correlation Matrix (1997- June 2006)     Correlation
Matrix Index 



Mean Std Dev  MAO 6502 Sales  v.90. Olv 0 80 Book 095   CE 09C Colltd
0.94 Ceeit 0-93, Par 0.99 Equal  0 961i MM  ::;6 54 - ROAD 052%
.-,ai,12%s   1.001a:01 1        



6502 0.43% 086%  -011 1.00 -0.11 0.00 -0.14 _ 0.08 -0.13 -0.12 0.15
-0.19 0.26 Sales 0.67% .-v. '20399 L 0.90E] it.'ilt0-11 1.04; i'.0.
09. 095t tOEgSt :-0.95 ft:913 :coo 0.432.V.-42  Dividend 



0.77% 1.77%  0.80 0.00 0.89 1.00 0.820.8/ 0131 0.87 0.79 0.82  Book
.0:58% :4252.W  . 095A 1190.14  0.98il!'kik;  1,f6-6'1?:6e-7. . 0.98
09a.; .0.96 1493g 44919 Cash Flow 0.63% 2.03%  0.94 -0.08 0.95 0.87 



0.971.00 0.96 . 0.98 0.93 0.92 0.46 Collateral E-For:h .:MtAra   io
loth '  -0: -6;:!?IliV: =I' 15.:86 310 ',2:1-i000 - ctral 48:'6.5::
::r9:g fOITA Composite 0.64% 2.19%  0.03 -0.12 0.98087  0.98095 0.98
1.00 0.93 1.00 0:90  



0.971 0.45 r''.93152._ Par :: . :.0f51%- ' 1g24: l: t 0993 it015
0.801 .tc0:7 096 eait ,0.95 -043    Equal 0,59% 2.09%  0.96 -0.14
0.93 082 0.930.92 0.93 0 93 0.97 1.00 0.46 Market * :Pfi'.6"59:g.:,.
Mai .4 



4.2.01'41 u:.  't.i40-aliVi.. 6i6;i: gailg !.'.; ,:ii:Etas ...VA
i..z.'si:                ' Marketmonthly cap-weighted returns from
NYSE, AMEX, and NASDAQ (not excess return)       102421In an
exemplary embodiment, the index may be reconstituted/rebalanced on a
periodic and/or aperiodie basis such as, e.g., but not limited to,
every month as bonds mature, and may fall out of the index, and as
new issues are listed and/or issued. Exemplary Embodiment of Emerging
Markets Financial Objects Index 



102431In one or more exemplary embodiments, an index may be created
by selecting and weighting emerging market debt instruments, such as,
for example, but not limited to, bonds, using metrics not materially
influenced by price, e.g., face value for the debt instrument. In an
exemplary embodiment, a developed market debt and/or a developed
market except the US debt instrument, for example, may be provided.
An exemplary embodiment of an emerging market bond index may include
an Emerging Market Bond Fundamental Index available from Research
Affiliates, LLC of Pasadena, CA USA. In addition to the written
description and figures hereof, Tables 10, II, 12" below, provide
detailed support for exemplary embodiments. Various metrics may be
used to select and/or weight financial objects, where the objects may
include debt instruments. In an exemplary embodiment, if an issuer of
the bond is, e.g., a country, country-based metrics may be used.
102441In some cases, particular numerical metrics may first need to
be derived from publicly accessible data sources (see, e.g., Table
II). For example, a rating universe may be converted, according to
art exemplary embodiment, into a numeric value as shown in an
exemplary embodiment, see Table II. For example, BBB debt may be
given a value of, e.g., but not limited to, I, BB debt may be
assigned a value of, e.g., but not limited to, 2, CCC debt may
be.assigned a value of, e.g., but not limited to, 4, etc. Once debt
has been assigned to at least one debt rating, by at least one rating
agency, then debt may be segmented according to rating, for example.
102451Weighting according to an exemplary embodiment may include
averaging over a given time period, such as, e.g., but not limited to
I year, 2 years, 5 years, or any other suitable time period. In
certain cases, if a bond has been recently issued, some data may not
yet be available, thus data using a time lag may be used to provide
more complete data, such as, e.g. but not limited to, a I year, 2
year, 3 year or more lag, or one or more days, weeks, and/or months
of time lag may be used. 102461The issuing governments of debt
instruments from regions considered to be emerging markets may issue
emerging market debt instruments, such as, for example, emerging
market bonds. Emerging market debt instruments may be purchased,
held, and traded just as any debt instruments from any other market.
An emerging market debt instrument may be different from any other
debt instrument only in that the issuer of the emerging market debt
instrument may be the government of a region considered to be an
emerging market and/or may be issued from a company from an emerging
market and/or developing country, for example. 102471In exemplary
embodiments, emerging market debt instrument data from one or more
countries and/or sovereigns which issue bonds may be used. For
example, in certain exemplary embodiments, JP Morgan and/or MERRILL
LYNCH(r) emerging market data may be used, though any type of market
data relating to debt instruments issued in all markets may be used,
and a selection of these debt instruments may be made from the
universe of debt instrument data using a predefined threshold for
example, for any entity, any issuer, any organization, region,
individual, country, sovereign municipality, geographic region or the
like. 102481In an exemplary embodiment, a first entity's emerging
market data may be correlated with a second company's emerging market
data. For example, in an exemplary embodiment, a  MERRILL LYNCH(r)
emerging market debt instrument data may be used, and a correlation
(for example, 99.6% in certain exemplary embodiments) may be



%rations Reported Benchmark 0.950 29.17 8.60 0.394       CapWeighted
(Constructed) 0.950 29.26 8.61 0.395 0078 1.17 1.99 498.4 5.53 108
EqualWeighted (constructed) 0.999 23.93 7.94 0.333 0.858 1.17 2.38
506.9 4.96 



106 1-yr Lagged 1.070 24.95 1082 0.379 0.808 1.15 1.83 542.2 5.23 108
2-yr Lagged 1.053 23.35 10.79 0.380 1.001 1.17 1.64 496.1 5.13 108
3-yr Lagged 0.942 22.50 9.89 0.362 1.019 1.20 1.46 470.2 5.10 108  



Fundamental Measures (1)           Population 1.029 



15.51 8.90 0.262  005 2.03 401.9 9.73 108 Area 1.355 _ 38.16 16.64
0.541  1.34 3.23 714.5 4.58 108 GDP 1.059 _ 18.65 979 0,303  0.91
2.15 934.9 9.78 108 Oil Consumption 1.143 



_ 24.92 11.67 0.377  1.08 2.54 514.3 4.85 108 Corruption Index 0.986
21.83 7.59 0.316  1.11 2.56 471.3 5.07 108 Democracy Index 0.955
21.99 8.16 0.329  1.12 2.53 477.0 5.28 108 Expenditures 1.076 _ 



20_93 10.79 0.335  1.00 2.36 457.3 4.92 108 GNI 1.026 20.27 12.01
0.346  0.98 2.30 450.9 5.05 108 Debt 1.197 26.83 13.06 0.413  1.11
2.60 544.8 4.97 108 EW Each Factor 1.177 _ 25.12 



11.77 0.385  1.03 2.40 520.8 4.86 108            GDP/Population 0.996
22.69 8.15 0.328  1.10 2.55 479_6 5.06 108 Oil Consumption/Population
1.032 _ 24.59 8.02 



0.333  1.25 2.98 508.4 4.92 108 Expenditures/Population 1,103 _ 18.20
6.84 0,271  1.04 2_42 427.2 4.93 108 GNI/Population 0.876 19.66 8.02
0.312  1.08 2.54 453.9 5.20 108 Debt/GDP 0.936 _ 21.86 8.65 



0.295  1.23 2.92 510_8 4.76 108                             



Fundamental Measures (21           Population 0.934 14.37 6.39 0.209
0.82 1.93 366.0 9.49 108 Area 1.232 34.59 15.00 0.452 



1.11 2.62 614.0 4.44 108 GDP 0.957 _ 16.12 6.36 0.231  0.78 1.81
360.4 9.56 108 Oil Consumption 1.039 21_35 7.71 0.288  0.93 2.16
428.2 9.64 108 Corrupbon Index 0.933 18.34 7.19 0.251  



0.90 2.06 403.9 5.06 108 Democracy Index 0.951 _ 18.37 7.01 0.264
0.98 2.20 430.1 5.13 108 Expenditures 0.984 _ 17.45 6.50 0.250  0.82
1.89 372.6 4.71 108 GNI 0.968 17.29 6.64 0.259  



0.84 1.97 382.5 4.93 108 Debt 1.061 22.70 8.51 0.308  0.96 2.23 458.9
9.80 108 EW Combination 1.035 .. 21.46 8.08 0.293  0.87 2.00 439.2
4.87 108.        



GDP/Population 0.949 _ 17.55 6.34 0.243  0.87 2.00 391.4 9.86 108 Oil
Consumption/Population 0.967 18.37 6.89 0.244  1.01 2.35 414.5 4.87
108 Expenditures/Population 0.915 12.59 4.93 0.187  0.71 1.62 



332.1 4.69 108 GM/Population 0.867 14.08 5.33 0.222  0.89 2.07 386.1
5.10 108 Debt/GDP 0 877 17.53 7.73 0.244  1.00 2.36 476.3 4.80 108



Fundamental measures ( ) applies the country weight directly to each
security issued by the country    Fundamental measures (2) splits the
country weight equally amongst all securities issued by that country
in a given month  (all returns in percent per month)   f0151ITable II
depicts an exemplary numerical identification for bond ratings. Table
II. Exemplary Numerical Key for Bond Ratings    Credit rating 1:
credit rating 1 2:  BBB1 1 BBB     BB  2 BBB2  B 



3 8883  CCC  4 881 5 CC  5 BB2 6 C  6 883 7 D  7 81    8 62    9 83



10 CCC 1     11 CCC2    12 CCC3    13 CC    14 C    15   102521Table
12 depicts exemplary country metrics as may be used for weighting
emerging market and/or currency financial objects. Table 12.
Exemplary Country Metrics COU111rV 



Code Pomo- Winn ' Area so NI GDP Oil Cons- amp- tion Co rr- opt ion
Deno o- trace Expend'. tures GNI Deln     21230000    3035000000
227100 Algeria 1 32531853 919590 0,000 209000 2.3 1.5 0 51028000000
00000 



48150000    3998000000   Argentina 3 39537943 1068196 0.000 486000
2.8 5.5 0 260000000000      13,010.000      468200 Bahrain 5 



688345 257 900 40000 5.8  3447000000 7296280000 0000     4,569,000,
668000 Barbados 7 279254 166 000 10900 6.9  886000000 2613990000 000



1492.000,0    1724000000  214900 Brazil 10 186112794 3286470 00,000
2199009 3.7 9.0 00 529000000000 000000     61.630900    1090000000
120500 Bulnai in 8 7450349 42822 .000 94000 



4.0 4.5 0 13240800000 00000     169,100.00    2475000000  431500
Chile 11 15980912 297758 0,0110 240000 73 5.0 0 70619200000 00000
130631381  7,262,000.    



4243000000 113000000000 197800 China 12 2 3705386 000.000 4956000 3.2
0.5 00 0 000000     281,100,00    4877000000  382600 Colombia 13
92954279 439733 0,000 252000 4,0 3.0 0 81551500000 



00000     37,970,000      536600 Costa Rica 14 4016173 19730 .000
37000 4.2 5.5 3195000000 15715300000 0000 Cole    24,780,000
118500 dlvoire 



22 17298040 124502 ,000 32000 1.9 1.5 2830000000 19258500000 00000
50,130,000    1935000000  235600 Croatia 15 9495904 21831 000 89000
3.4 4.5 a 19916700000 00000 Dominican   



55.680,000      656700 Republic 16 8950034 18815 .000 179000 3.0
5485000000 18954900000 0000     99.510,000      156900 Ecuador 17
13363593 109483 ,000 



129000 2.5 4.0  13957900000 00000     316.300,00    2768000000
303400 Euvr 2 77505756 386660 0,000 562000 3.4 1.5 0  00000 El
32,350,000   



657500 Salvador 18 6704932 8124 .000 39000 4.2 9.5 3167000000
13030700000 0000     226,400.00    1034000000  655100 Greece 19
10668354 50942 0,000 905700 4.3 5.0 00 



121090000000 00000     59.470900      495700 Guatemala 36 14655189
42042 ,000 61000 2.5 3.5 4041000000 19569100000 0000     149,300,00
5834000000  423800 



Hungary 20 10006835 35919 0,000 140700 5.0 5.5 0 49161600000 00000
827.400.00    5770000000  135700 Indonesia 21 241973879 741096 0,000
11713000 2.2 3.5 0 145000000000 000000   



89,800,000    2400000000  939500 Iraq 39 26074906 168753 900 38.3000
2.2 0.0 0 o 00000     11,130,000      496200 Jamaica 23 2731832 4244 



900 66000 3.6 5.0 3210000000 2256730000 0000 Jordan 24 5759732 35637
25.500,000 103000 5.7 3.0 4688000000 8784960000 768300       000
0000 Kazakbsta n 25 15185844 1049150 



118,900,00 0.000 189400 2.6 1.5 1244000000 0 20078200000 244500 00000
Lebanon 26 3826018 4015 18.830.000 000 107000 3.1 1.5 6595000000
17585000000 207900 00000 Malaysia 27 42909964 261969 74.300,000 000
60950 5.1 2.0 3462000000 0 79326600000 488400 00000 Mexico 28
106202903 



761602 1.006.000. 000.000 1752000 3.5 4.5 1840000000 00 550000000000
159890 000000 Morocco 29 32725847 172413 134,600,00 0,000 167000 3.2
2.5 1677000000 0 34681400000 173200 00000 id iaeria 30 128771988
356667 125,700,00 0.000 275000 1.9 3.0 1354000000 0 37132000000
310700 00000 Pakislan 



38 162419946 310401 347,300.00 0.000 365000 2.1 1.5 2007000000 0
60047300000 335400 00000 Panama 31 3039150 30193 20,570.000 ,000
40520 3.5 56 3959000000 9455180000 883400 0000 Peru 32 27925628
496223 155.300.00 0,000 161000 3.5 3.5 2247000000 0 52209300000
299500 00000 



Philippines 33 87857473 115830 930,600,00 0,000 338000 2.5 4.5
1577000000 0 80844900000 579600 00000 Poland 34 38635144 120728
463,000,00 0,000 424100 3,4 5.5 6322000000 0 164000000000 868200
00000 Qatar 35 863051 9416 19,490,000 ,000 30000 5.9  1131000000 0  



175000 00000 Russia 41 143420309 6592735 1,908,000, 000,000 2310000
2.4 2.0 1256000000 00 253000000000 175900 000000 Serbia and Mon/ene2d
42 10829175 39517 26,270,000 .000 64000 2.8  1112000000 0   Slovakia
13 5931363 18859 78,890000 000 82000 4.3 5.5 



2320000000 0 20307200000  Soul, Africa 44 44344136 471008 491,400.00
0,000 460000 46 5.5 7062000000 0 122000000000  South Korea 37
48422644 38023 925,100,00 0000 2070000 5.0 5.0 1890000000 00  130300
000000 Thailand 45 65444371 198455 524,800,00 0.000 785000 18 



4.5 3176000000 0 118000000000  Trinidad and Tobago 46 1088644 1980
11,480,000 .000 24000 3.8 5.0 4060000000 7808790000  Tunisia 9
10079951 63170 70.880000 .000 82000 4.9 1.5 8304000000 19984500000
Turkey 47 69660559 301382 508.700,00 0,000 619500 3.5 2.5 



1153000000 00 167000000000  Ukraine 48 47425336 233089 299,100,00
0.000 303000 2.6 3.0 2298000000 0 35185000000  Um 'nay 49 3415920
68039 49,270,000 ,000 41500 5.9 6.0 4845000000 19189400000  Venezuela
50 25375281 352143 195.200,00 0.000 500000 2.3 3.0 4127000000 0  



Victim 51 83535576 127243 227,200.00 0.000 185000 2.6 0.5 1295000000
0 32761609000   102531In accordance with one or more exemplary
embodiments, such data elements or fundamentals may comprise any one
of: an economic metric; a population or demographic based measure; a
population level; an area; a geographic area; an economic factor; a
gross domestic product (GDP); GDP growth; a natural resource
characteristic; a petroleum characteristic; a resource consumption
metric; a petroleum consumption amount; a liquid natural gas (LNG)
characteristic; a liquefied petroleum gas (LPG) characteristic; an
expenditures characteristic; gross national income (GNI); a debt
characteristic; a rate of inflation; a rate of unemployment; a
reserves level; a population characteristic; a corruption
characteristic; a democracy characteristic; a social metric; a
political metric; a religious metric; a per capita ratio of any of
the foregoing or any other characteristic; a rate change in any of
the foregoing metrics; a derivative of any foregoing or any other
characteristic and/or a ratio of two of the foregoing or any other
characteristics. Examples of the foregoing, not to be interpreted by
way of limitation, are provided in the following table. In certain
exemplary embodiments, certain of the foregoing may not be proper
measures of the relative size (and/or other characteristics)
pertaining to an entity, region, country, or the like but may be
indicative of useful measures for selecting and weighting
constituents of a index according to an exemplary embodiment.
102541In an exemplary embodiment, one or more such factors, data
metrics, measures, characteristics and/or fundamentals may be applied
to select and to weight constituents to construct a bond index in one
of a number of ways. A fundamental weight into, for example, a
sovereign debt, may be a first such way. One or more metrics may be
used to select debt instruments and one or more metrics may be used
to weight the constituent selected debt instruments to construct the
index. However, the data metric does not use a price-based metric,
i.e., the metric will not be the selection and weighting according to
products of total debt and market price. An exemplary first way is in
a way that applies, for example, to a weight associated with (i) an
issuer; (ii) an entity (including a region or country) associated
with such issuer; (iii) where such issuer and such entity are the
same; and/or (iv) where a combination of the foregoing, may be
applied directly (or indirectly in an alternative embodiment) to each
financial object (including, for example, a bond, or a security)
issued by such foregoing entity(ies). As one example, a fundamental
metric may be used to select weight, and may be applied to determine
or calculate a constituent weighting for a given debt instrument
issued by a sovereign in a first way, wherein in such first way, the
country weight is directly applied to each financial object (for
example, a security and/or a bond) issued by the country. According
to an exemplary embodiment, a plurality of data measures may be used.
A weighted average such as, for example, an equally weighted average
of data factors, may be used. In one exemplary embodiment, if a given
data metric is believed to be suspect, such as, e.g., geographic
area, so that use of the data factor may result in taking on too much
risk, a particular rules based threshold such as a predetermined
Maximum or minimum weighting ceiling or floor may be used to prevent
overexposure to a suspected excess risk factor.  102551An exemplary
second way of weighting debt instruments may apply, for example, to a



Exemplary Embodiments of Currency /02621In one or more exemplary
embodiments, an index may be created by selecting and/or weighting
currency, including hard currencies and/or related currency
instruments, such as, for example, but not limited to, bonds or
currency derivatives, using metrics not materially  influenced by
currency value. Weighting according to an exemplary embodiment may
include averaging over a given time period, such as, e.g., but not
limited to I year, 2 years, 5 years, or any other suitable time
period.  102631Currency may be a primary economic unit of exchange.
All items that may be purchased, such as, for example, but not
limited to, goods, services, raw materials, land, financial objects,
etc. may be valued in terms of currency, and currency may be
exchanged for any of the foregoing and vice versa. Organizations such
as, for example, but not limited to, countries, states, provinces,
municipalities, sovereigns, and/or organizations composed of any
number of the foregoing, may issue and/or control their own forms of
currency. For example, the United States of America issues the United
States Dollar. The European Union, composed of various countries,
issues the Euro-dollar. Japan uses the Yen. Britain uses the Pound
Sterling. The currency of an issuer may generally, but not always, be
the only currency accepted in most day-to-day economic transactions,
such as, for example, but not limited to, the purchase of goods and
services, within the boundaries of the issuer's authority. For
example, in the area in which the US government has governing
authority, US dollars are generally the only acceptable currency for
the purchase of items from stores or for the purchase of services.
Currencies from different issuers may be exchanged for each other
according to prevailing exchange rates. The exchange rates may
indicate the value of currencies relative to other currencies.
102641One may invest in currency through the purchase of one or more
currencies by a purchaser, using one or more other currencies. For
example, a purchaser may use US dollars to purchase Euros, according
to the prevailing exchange rates, if the purchaser believes the Euro
will appreciate against the US dollar. There may also be a number of
financial objects, or foreign exchange (currency or FX) instruments
associated with currencies. For example, there may a number of
currency derivatives including, for example, but not limited to,
currency options such as currency puts and currency calls, currency
futures, etc. 102651In exemplary embodiments, currency data from one
or more countries and/or sovereigns which issue currency may be used.
Any type of market data relating to currency related instruments
issued in any and/or all markets may be used, and a selection of the
currency related instruments may be made from the universe of
currency related instrument data using a predefined threshold such
as, for example, but not limited to, for any entity, any issuer, any
organization, region, individual, country, sovereign municipality,
geographic region and/or the like. Exemplary currency data for the
spot exchange rate may be obtained from, e.g. the Board of Governors
of the Federal Reserve System, and may be downloaded, for example,
from Bloomberg of New York, NY, among other services. Exemplary
pricing and returns data for  currency futures and/or other
derivatives may be obtained from, e.g., but not limited to, Commodity
Research Bureau (CRB), and/or from Bloomberg, etc. Exemplary data for
government fixed income instruments may be obtained from, e.g.,
Bloomberg. Information on a country's characteristics and economic



102751In varying exemplary embodiments, factors and/or
characteristics either not associated with, not related to, or
alternatively, not the same as, a given measure may be used. As one
example thereof, a measure that is not size, or not associated with
size, may be used. As one such example, such non-size related
measures may include, e.g., but not limited to, a metric related to
corruption (e.g., but not limited to, a corruption index) and/or the
relative amount of democracy (e.g., but not limited to, a democracy
index) may be used. As noted, in one or more exemplary embodiments, a
ratio of any one or more, and/or all of the foregoing
metrics,-measures, parameters, factors and/or characteristics may be
used, in combination with one another and/or with other factors. As
one example, ratios of such items such as, e.g., but not limited to,
population adjusted per capita measures of GDP, oil consumption,
expenditures, GNI, debt, in any combination thereof, may be used.
Similarly, ratios of a measure to, e.g., but not limited to,
geographic area, may be calculated and maybe added to a weighted
average, such as, e.g., but not limited to, an equal, and/or
non-equal weighting of a plurality of factors. In exemplary
embodiments, the market may efficiently factor the foregoing into
pricing, such that the foregoing does not add value to the weighting.
In exemplary embodiments, size measures may relatively add value
because over- or under-valuation of a country's debt may be
more-orless independent of such measures. In some cases if a given
measure may skew to a limited diversification, a proportional
weighting factor may be used to avoid undue risk. In certain
exemplary embodiments, the foregoing may apply to the description
hereof with respect to other financial objects. 102761Once an index
is created by selecting and/or weighting currency and/or currency
related instruments in proportion to weighting factors, then a
portfolio of currency and/or related instruments may be purchased as
selected by the index in proportion to the weightings as indicated by
the index. In such exemplary embodiments, the currency portfolio
system may form part of a diversified portfolio of portfolios to help
take advantage of positive currency market impacts.  Exemplary
Enthodimeals of Commodities 102771In one or more exemplary
embodiments, the index may be a commodities index. 102781Commodities
may be raw materials such as, e.g., but not limited to, wheat, corn
sugar, soybeans, soybean oil, oats, rough rice, cocoa, coffee,
cotton, lean hogs, pork bellies, live cattle, feeder cattle, WTI
crude oil, light sweet crude oil, brent crude, natural gas, heating
oil, gasoline, Gulf Coast gasoline, propane, uranium, iron, gold,
platinum, palladium, silver, copper, lead, zinc, tin, aluminum,
aluminum alloy, nickel, recycled steel, ethanol, rubber, palm oil,
wool, coal, and/or polypropylene coal etc. Industries may use
commodities, e.g., but not limited to, in the production of goods.
For example, cereal makers may use wheat in the production of, e.g.,
but not limited to, cereal, and gasoline companies may use light
sweet crude oil in the production of, e.g., but not limited to,
automotive gasoline. Treasury bills may also be considered to be
related to commodities. Although treasury bills are a fixed income
instrument, in the context of investment in commodity treasury bills
may be collateral for the derivative investment. 102791One may invest
in commodities through the purchase of quantities of the  commodities
themselves, or through the purchase of derivative instruments, or



not limited to, an equity REIT and/or a mortgage REIT. An equity
REIT, e.g., may own and operate real estate such as, e.g., but not
limited to, apartment buildings, regional malls, office buildings,
and/or lodging facilities, etc. A mortgage REIT, in an exemplary
embodiment, may issue loans secured by real estate, though mortgage
REITs usually do not own or operate real estate. As used herein, the
REIT may be a hybrid REIT, which may be involved in both real estate
operations as well as mortgage transactions, in one exemplary
embodiment. 102891According to an exemplary embodiment of the
invention, an index such as, e.g., but not limited to, RAH(r) REIT
available from Research Affiliates, LLC of Pasadena, CA USA, may be
constructed by selecting and/or weighting REITs using one or more
objective metrics that, in an exemplary embodiment, may not be
materially influenced by share price of the ROT company itself. In
one exemplary embodiment, an ADO composite index may include RE1Ts
exclusively, and/or a combination of REITs and other financial
objects. 102901In an exemplary embodiment or the invention, a REIT
index may be constructed by  selecting and/or weighting REITs based
one or more accounting data based metrics and/or measures including,
e.g., but not limited to, total assets, adjusted funds from
operations (AFFO), revenues, and/or distributions, where
distributions may include, e.g., but may not be limited to,
dividends. 102911In an exemplary embodiment, the total assets for a
ROT, as with any other type of entity, may include, for example, but
may not be limited to, the gross assets (e.g., real estate assets)
minus the accumulated depreciation in real estate value and/or
amortization, as may be required by accounting principles such as the
generally accepted accounting principles (GAAP).  However, in an
exemplary embodiment, funds from operations (FF0) may include, for
example, but may not be limited to, the net income (e.g., revenue
minus expenses) plus depreciation and/or amortization. Thus, the
AFFO, in an exemplary embodiment, may represent the cash performance
of the REIT, which, in an exemplary embodiment, may be a better
indicator of the company's performance than earnings, which may
include, e.g., but not limited to, non-cash items. In an exemplary
embodiment, the AFFO may be subject to varying methods of
computation, and may be generally equal to the AITO of the REIT, with
adjustments made for recurring capital expenditures used to maintain
the quality of the underlying assets of the REIT, which may include,
e.g., but may not be limited to, adjustments to straight-line
depreciation of, e.g., but not limited to, rent, leasing costs and/or
other material factors. 102921In an exemplary embodiment, one or more
financial object metric selection and/or weighting metrics may be
determined for each REIT for a predetermined period of time, which
may be, e.g., but not be limited to, five years, etc. For example,
each of one or more of the metrics, and/or any combination thereof,
including the revenues of a REIT, AFFO, the total assets, and/or the
total dividend distribution, may be averaged for the prior
predetermined (e.g., but not limited to, five (5)) years, etc.
102931In an exemplary embodiment, an overall weight may be calculated
for each REIT in the index by, for example, but not limited to,
equally and/or otherwise weighting each selection and/or weighting
metric. Alternatively, each selection and/or weighting metric may be
given a different weight. In an exemplary embodiment, once weights
have been determined for each REIT based on the selection and/or



102991(3) (AVE is an increment to a standard Wiener Process and
rePresents the common factor to all stocks. 103001(4) dWv, is an
increment to a standard Wiener process and represent idiosyncratic
shocks to the true stock value. Additionally, it may be assumed that
E[c/WoidW0j] = 0 for i j and E[dWAW,71= . 103011It may be noted that
in an embodiment, there is only one risk factor in the exemplary
modeled economy and risk premium may only be earned from holding
exposure to this one factor risk. 103021It may further be assumed
that the observed market price may be a noisy proxy for the true
stock value. The market price may be defined by P,=V,U,,(3) where 1/1
is defined by = I +(4) where 0, is a mean-reverting process defined
by dO, = (I +0,)(-pilidr -FcruidWo,),(5) where 0 p, <I and dWg,, is
an increment to a standard Wiener process. It may be noted that when
0, 0, the market price may be overvalued relative to the fair price.
Additionally, it may be assumed that E[dW,c1W1= 0 for i j, E[dWadWuj=
0 for all i and j , and E[dOrojdW,1-=0 The market price dynamics can
then be written as dP)=VidU,+LI,dV,.(6) Substituting, the following
may be obtained d1,=Vg(-p,C1,dt
+0-mdW),)+1.1,1/,(uedt-F13,17,,dW,,+o-AW").(7) Rearranging, the
mark-to-market return process is given by dP dr--(fl. -
j0.0)dt+13)054W1.- + "c1W ", where  rodfV" = o-",dWa o-scIEVu"(9) and
where = \ICY2 + Cr Li,2 (10) 103031It may be noted from equation (8),
that the mean-reverting pricing error process does not have an impact
on the equity premium, though the cumulative return does suffer from
the increased volatility. From equation (8), the mark-to-market
return process may be mean-reverting, suggesting that observed stock
returns are negatively autocorrelated. While empirical evidences may
support negative autocorrelation, the literature may also conclude
that the magnitude may be too small or the effect too unreliable to
be profitably exploited given the volatility in stock returns.
However, in an embodiment, it may be conceded that the mean-reversion
in returns can be an uncomfortable prediction, especially in a
partial equilibrium model. The 1986 teaching of Summers may be used
to argue that standard statistical tests cannot reject the random
walk hypothesis even when the true process is strongly
mean-reverting; as such investors may not take large positions to
trade on any perceived mean-reversion in stock returns. 103041The
return on a portfolio 52 defined by a vector of weights
fro1,co,,...o0 can be written as iv thh = X co,dr, =,o(1,)dt flocr
i"dF + o-"dWo, i=1 =1Ctiiii = + Pelt i=1 



_ pu. = fin = E codg, J., ova% = oicr,dW, i=1  and where in the
limiting case o-nc/PV, ->0 as Nco, 103051To derive additional
portfolio implications it may be needed to make explicit the
portfolio weighting scheme. In the following two sections, the
portfolio return dynamics for a cap-weighted portfolio and a
non-cap-weighted portfolio are considered. 103061For simplicity and
without loss of generality, it may be assumed each company issues
only I share of stock (therefore market price and market cap are the
same). The cap-weighted portfolio may be the defined by the following
vector of weights Pei}(17) Ps Ps where The return on the cap-weighted
portfolio may then be drcir = (Pew - PO cw)di 13CWCrOPaCIP(19) where
P, licrv=a,Tei=linv(20) L'a p.O.r=11+0,)(7,(21) ,=ipz "  = E7411,(22)
N Cr CIF dWCIV =-(23) and where->0 as N Co. 103071Rewriting the drift
term for the portfolio dynamics in (19), the following may be
obtained N r (PCW  (24)  where -kpAL7,2 is strictly negative except
when A= 0 for all i (when pricing errors are not mean-reverting but
random walks). The latter may be used to assert that cap-weighting
leads to a drag in portfolio expected return. 



103081While there may be only a finite number of stocks (this is both
realistic and necessary to prevent arbitrage in our economy), the
exposition may be more dear when the limiting case expression is
examined. Though not necessary for the results provided here, the
latter format may be used throughout the explanation hereof for
improvement of intuition. 103091In the limiting case, EA.',417,9119,
-.).0 as Ncc and E,'", Note 5{.0, is monotone increasing in the
average variance of the pricing noise in the stock cross-section.
Equation (19) then reduces to   )di +   (25) 103101 And the holding
period return is      = .E,e1 = r +4,4-4,r 0.54,6)T (26) 103111
Equation (25) may suggest that in a well diversified portfolio
constructed from cap-  weighting, the portfolio expected return may
be the cap-weighted expected returns of the constituent stocks less a
drag term b,. This return drag may occur because portfolio weights
are positively correlated with prices. Stocks that are overvalued may
receive added weights in the portfolio and stocks that are
undervalued may receive lesser weights. The greater the mispricing in
the market, the more severe may be this problem and the larger the
resulting drag to the cap-weighted portfolio. 103121Portfolio weights
which do not depend on market capitalizations (or market prices) may
be considered. The weights could be as arbitrary as random weights or
as simple as equal weights. The vector of weights may be denoted as 



NC ={w"w2,...iv,"} ,(27) The return on the non-cap-weighted portfolio
may then be =(p".- PUN( m.)dt +,8AccrtdP +o- d(28) where v=(29)
Perm: = (30) 13,w: =E:,111,13,, cr".c1Wm. =Emlw,crelW,. (31)  (32)
The non-cap-weighted portfolio drift term may be   (33)   Comparing
equation (33) to (24), it may be found that a non-cap-weighted
portfolio does not suffer a drag in expected return. In the limit,
crArdWa: -*0 and pC/,,, ---> 0 as N ->w. Equation (28) may then
reduce to                   dr = ILSE +13",c)-,dF(34) And the holding
period return may be  (35)  103131Comparing the expected cumulative
holding period return for a cap-weighted portfolio and a
non-cap-weighted portfolio of the same factor exposure or same 13
(the limiting case shown in (26) and (35)), it may be found that the
non-cap-weighted portfolio has a higher return. In fact, in the
limit, there is arbitrage as indicated by (34) and (25). Therefore,
in an embodiment it may be considered important that in the economy,
N is sufficiently different from infinity and/or that the factor
loading 13 cannot be measured with perfect precision. 103141In the
following embodiment, return dynamics for stocks and portfolios are
expressed relative to the observed cap-weighted "market" portfolio
instead of the unobserved factor F. This shift in measure may lead
naturally to the CAP1v1 regression formula and predict that in the
stock cross-section, the average stock will show a CAPM alpha.
103151Rewriting equation (19), dF =-I(P" PUnv)dt acw dW 1./kw130v For
individual stocks, substituting into (8), di; =PP; fif (Pow - Pon, ))
4-+ droytrt-cicwdPirer 97  



Additionally, a new process may be defined, the excess market return
process dR" = dre", rid((38) and a new variable y, Substituting into
(37), the following is obtained dr; - (Pi -Y ;(11(71V rf - PO
ew))th-v digew CrridWri (39) Recalling equation (2), where p, = r +
AA.", equation (39) can be rewritten as         dr, = (r f
-+7,p11,4dt + yad.R" - 7,crudW,.", + cs"dlf .(40) In the limiting
case as N-> co, the following may be obtained (41) It may be noted
that the average stock may be expected to show an "alpha" equal to
when its excess stock return is regressed against the excess market
return_ For a non-cap-weighted portfolio, equation (28) can be
expressed as (r - p0 Ne + ymTpt "",)dt + y ""dR" -7 +o- dW cwAsc.(42)
In the limiting case as N -> co,d r =7m45,..",)dt + y,"dR" (43)
A non-cap-weighted portfolio may be expected to show an "alpha" in a
CAPM regression. 103161 In the following embodiment, it may be shown
that, in this economy, size and value exposure in a stock or
portfolio can be used to predict future returns. Specifically, small
size exposure and value exposure may lead to superior stock or
portfolio returns, adjusting for "market" beta. By assumption, we may
be in a one risk factor economy, and size and value may not be risk
factors. The observed alpha in a CAPM regression may be driven purely
by the retum drag in the cap-weighted market portfolio.
103171Recalling from (40) that the individual stock return dynamics
can be written as di, =(r f -p,U, + 7,p13"",)di +7,611?" - 7;
cr,,dW"", + cr"dW .(44) 103181Examining equation (44), it may be seen
that a larger stock would on average have a negative drift term in
excess of the risk free rt. It may be straightforward to show that a
larger stock, denoted by p,> T) , where j denote the capitalization
of the average company, will have  a greater chance of receiving a
positive pricing error If in the last period and therefore be more
likely to undcrperforin going forward as the positive pricing error
reverts to zero. 103191More formally, since Cli is a mean zero random
variable, E[01 IP' > 15] > 0 if the conditional probability Pr{ CI, >
01P, > T}> Pr{ 0, > 0 ). 103201Using Bayes rule of conditional
probability: MP; > TIO, >0} -> 0}  Pr{ 0,>01.P,>151-  (45) Pr{P, > It
is clear that: Pr{1,>P10,>0 }>Pr{/;>:/5}.(46) Substituting (46) into
(45): pr{ cr,>151 _ Pr{P; > P10, > 0}- Pr10, > 0)  



>Prf0;>0),(47) Pr{P, > PI which completes the proof that E[01,k >> 0.
This in turn may prove that size r+A predicts next period return, E[
AE[f dd. 103211Similarly, it may be shown that, under some fairly
general and reasonable assumptions on the book value process, a
growth stock (as defined by above average price-tobook ratio or >
1,4) may be more likely to have received a positive pricing error and
therefore have a negative drift term in excess of the risk free 5.
103221It may now be shown that E[0443-, <i] <0 and E[0; >>0.
103231Again, it is shown that Pr{ 0, >> Pr{ 0, >0) to prove that
103241First, Bayes rule gives: Pr{ Oa. > 01 > )5} _Pr( > I Of > 0)
Pr{0, > 0} (48) The following would need to be shown:  Pr{-;!:>410,>
0 }> Pr(le>3,4).(49) A sufficient condition for this inequality to
hold may be that the book value process B is not influenced by market
mispricing 0, as strongly as the price process Pi. More specifically,
as long as the process forhas a drift term that is negative in 0" the
inequality may bear true. 103251Hence, in an embodiment, if the book
values of companies are not subjected to the effects of mispricings
in stock prices, then E[Oli >+;]> 0, which indicates that
price-to-book " ratio can predict next period return, E[i*A dr 1 , t
103261The inequality in equation (49) can be extended to include more
than just price-to- book ration but also price-to-dividend and
price-to-earnings ratios. This further explains the empirical
observations that low yielding stocks and high PIE stocks tend to
underperform.  103271Since conditional expectation may be considered
linearly additive, based on the above, in another embodiment it may
be straight forwardly shown that any portfolio which has smaller
weighted average cap than the "market" portfolio would have a
positive excess drift and would show a positive CAPM alpha in a time
series regression. Similarly, any portfolio which has a lower
price-to-book ratio (lower PIE or higher yield) than the "market"
portfolio, would have a positive excess drift and show a positive
CAPM alpha. Exemplary Computer System Embodiments 103281FIG. 6
depicts an exemplary computer system that may be used in implementing
an p. exemplary embodiment of the present invention. Specifically,
FIG. 6 depicts an exemplary embodiment of a computer system 600 that
may be used in computing devices such as, e.g., but not limited to, a
client and/or a server, etc., according to an exemplary embodiment of
the present invention. FIG. 6 depicts an exemplary embodiment of a
computer system that may be used as client device 600, or a server
device 600, etc. The present invention (or any part(s) or function(s)
thereof) may be implemented using hardware, software, firmware, or a
combination thereof and may be implemented in one or more computer
systems or other processing systems. In fact, in one exemplary
embodiment, the invention may be directed toward one or more computer
systems capable of carrying out the functionality described herein.
An example of a computer system 600 may be shown in FIG. 6, depicting
an exemplary embodiment of a block  



diagram of an exemplary computer system useful for implementing the
present invention. Specifically, FIG. 6 illustrates an example
computer 600, which in an exemplary embodiment may be, e.g., (but not
limited to) a personal computer (PC) system running an operating
system such as, e.g., (but not limited to) MICROSOFT(r) WINDOWS(r)
NT/98/2000/XP/CE/ME/VISTA, etc. available from MICROSOFT(r)
Corporation of Redmond, WA, U.S.A. However, the invention may not be
limited to these platforms. Instead, the invention may be implemented
on any appropriate computer system running any appropriate operating
system. In one exemplary embodiment, the present invention may be
implemented on a computer system operating as discussed herein. An
exemplary computer system, computer 600 may be shown in FIG. 6. Other
components of the invention, such as, e.g., (but not limited to) a
computing device, a communications device, mobile phone, a telephony
device, a telephone, a personal digital assistant (PDA), a personal
computer (PC), a handheld PC, an interactive television (iTV), a
digital video recorder (DVD), client workstations, thin clients,
thick clients, proxy servers, network communication servers, remote
access devices, client computers, server computers, routers, web
servers, data, media, audio, video, telephony or streaming technology
servers, etc., may also be implemented using a computer such as that
shown in FIG. 6. Services may be provided on demand using, e.g., but
not limited to, an interactive television (iTV), a video on demand
system (VOD), and via a digital video recorder (DVR), or other on
demand viewing system. 103291The computer system 600 may include one
or more processors, such as, e.g., but not limited to, processor(s)
604. The processor(s) 604 may be connected to a communication
infrastructure 606 (e.g., but not limited to, a communications bus,
cross-over bar, or network, etc.). Various exemplary software
embodiments may be described in terms of this exemplary computer
system. After reading this description, it may become apparent to a
person skilled in the relevant art(s) how to implement the invention
using other computer systems and/or architectures. 103301Computer
system 600 may include a display interface 602 that may forward,
e.g., but not limited to, graphics, text, and other data, etc., from
the communication infrastructure 606 (or from a frame buffer, etc.,
not shown) for display on the display unit 630. 103311The computer
system 600 may also include, e.g., but may not be limited to, a main
memory 608, random access memory (RAM), and a secondary memory 610,
etc. The secondary memory 610 may include, for example, (but not
limited to) a hard disk drive 612 and/or a  removable storage drive
614, representing a floppy diskette drive, a magnetic tape drive, an
optical disk drive, a compact disk drive CD-ROM, etc. The removable
storage drive 614 may, e.g., but not limited to, read from and/or
write to a removable storage unit 618 in a well known manner.
Removable storage unit 618, also called a program storage device or a
computer program product, may represent, e.g., but not limited to, a
floppy disk, magnetic tape; optical disk, compact disk, etc. which
may be read from and written to by removable storage drive 614. As
may be appreciated, the removable storage unit 618 may include a
computer usable storage medium having stored therein computer
software and/or data. In some embodiments, a "machine-accessible
medium" may refer to any storage device used for storing data
accessible by a computer. Examples of a machine-accessible medium may
include, e.g., but not limited to: a magnetic hard disk; a floppy



103431In one or more embodiments, the present embodiments are
embodied in machine- executable instructions. The instructions can be
used to cause a processing device, for example a general-purpose or
special-purpose processor, which is programmed with the instructions,
to perform the steps of the present invention. Alternatively, the
steps of the present invention can be performed by specific hardware
components that contain hardwired logic for performing the steps, or
by any combination of programmed computer components and custom
hardware components. For example, the present invention can be
provided as a computer program product, as outlined above. In this
environment, the embodiments can include a machine-readable medium
having instructions stored on it. The instructions can be used to
program any processor or processors (or other electronic devices) to
perform a process or method according to the present exemplary
embodiments. In addition, the present invention can also be
downloaded and stored on a computer program product. Here, the
program can be transferred from a remote computer (e.g., a server) to
a requesting computer (e.g., a client) by way of data signals
embodied in a carrier wave or other propagation medium via a
communication link (e.g., a modem or network connection) and
ultimately such signals may be stored on the computer systems for
subsequent execution). Exemplary Conztnunications Embodiments
103441In one or more embodiments, the present embodiments are
practiced in the environment of a computer network or networks. The
network can include a private network, or a public network (for
example the Internet, as described below), or a combination of both.
The network includes hardware, software, or a combination of both.
103451From a telecommunications-oriented view, the network can be
described as a set of hardware nodes interconnected by a
communications facility, with one or more processes (hardware,
software, or a combination thereof) functioning at each such node.
The processes can inter-communicate and exchange information with one
another via communication pathways between them called interprocess
communication pathways. 103461On these pathways, appropriate
communications protocols are used. The distinction between hardware
and software may not be easily defined, with the same or similar
functions capable of being preformed with use of either, or
alternatives. 103471An exemplary computer and/or telecommunications
network environment in accordance with the present embodiments may
include node, which include may hardware, software, or a combination
of hardware and software. The nodes may be interconnected via a
communications network. Each node may include one or more processes,
executable by processors incorporated into the nodes. A single
process may be run by multiple processors, or multiple processes may
be run by a single processor, for example. Additionally, each of the
nodes may provide an interface point between network and the outside
world, and may incorporate a collection of sub-networks. 103481As
used herein, "software" processes may include, for example, software
and/or hardware entities that perform work over time, such as tasks,
threads, and intelligent agents. Also, each process may refer to
multiple processes, for carrying out instructions in sequence or in
parallel, continuously or intermittently. 103491In an exemplary
embodiment, the processes may communicate with one another  through
interproeess communication pathways (not labeled) supporting
communication through any communications protocol. The pathways may



103571FIG. 7 depicts an exemplary embodiment of a chart 700 graphing
cumulative returns by date for exemplary high yield debt instrument
metrics according to an exemplary embodiment. FIG. 8 depicts block
diagram 800 of an exemplary system according to an exemplary
embodiment. The system may include an entity database 802 that,
according to an exemplary embodiment, may store aggregated accounting
based data and/or other data, metrics,   measures, parameters,
technical parameters, characteristics and/or factors about a
plurality of entities, obtained from an external data source 804.
Each database 802 entity may have at least one object type associated
with the entity. The aggregated accounting based data may include,
according to an exemplary embodiment, at least one non-market
capitalization, non-price related objective measure of scale and/or
size metric associated with each entity. The system may include an
analysis host computer processing apparatus 102 coupled to the entity
database 802. The analysis host computer processing apparatus 102 may
include a data retrieval and storage subsystem 806, according to an
exemplary embodiment, which may retrieve the aggregated accounting
based data from the entity database and may store the aggregated
accounting based data to the entity database 802. The analysis host
computer processing apparatus 102 may include, according to an
exemplary embodiment, an index generation subsystem 808, which may
include, according to an exemplary embodiment, a selection subsystem
810 operative to select a group of the entities based on at least one
non-market capitalization objective measure of scale or size metric
including one or more technical parameters and/or metrics; a
weighting function generation subsystem 812, according to an
exemplary embodiment, may be operative to generate a weighting
function based on at least one non-market capitalization, non-price
related objective measure of scale and/or size metric; an exemplary
index creation subsystem 814, according to an exemplary embodiment,
may be operative to create a non-market capitalization non-price
objective measure of scale and/or size index based on the group of
selected entities and/or the weighting function; and/or a storing
subsystem 816, according to an exemplary embodiment, operative to
store the non-market capitalization, non-price related objective
measure of scale and/or size based index, and/or multi-dimensional
array of data objects. The index or array of data objects may be
stored on a storage device, in one exemplary embodiment.
103581According to one exemplary embodiment, the system 800 may
further include a normalization calculation and/or computation
subsystem 818, operative to normalize entity object data to be stored
in the entity database 802. 103591According to another exemplary
embodiment, the system 800 may further include a trading host
computer system 104 which may include, according to an exemplary
embodiment, an index retrieval subsystem 820 operative to retrieve
and/or store an instance of the non-market capitalization, non-price
related objective measure of scale and/or size based index, and/or
multi-dimensional array of data objects from a storage device; a
trading accounts management  subsystem 822 operative to manage
accounts data relating to a plurality of accounts including positions
data, position owner data, and position size data, any data of which
may be stored in trading accounts database 108; and/or a purchasing
subsystem 824 operative to purchase from an exchange host system 112
one or more positions for the position owner, according to the index



a fixed income debt a debt instrument; an emerging market debt
instrument; a high yield debt instrument; a corporate debt
instrument; an investment grade debt instrument; a debenture; a bank
loan; a convertible bond; a senior debt; a subordinated debt; a term
loan; a government debt instrument; a government bond; a corporate
bond;  a high yield bond; an emerging market bond; a municipal bond
debt instrument; a treasury bond debt instrument; a treasury bill
debt instrument; a mortgage based debt instrument: a securitized debt
instrument; a security; a stock; a commodity; a futures contract; a
mutual fund; a hedge fund; a fund of funds; an exchange traded fund
(ETF); a derivative; a negative weighting on any asset; an asset
account; a separate account; 



a pooled trust; or a limited partnership; and wherein said at least
one accounting data comprises at least one of: at least one financial
metric of the at least one entity associated with each of said
constituent financial objects; or at least one metric, level, rate,
or expenditure amount from information disclosures of the at least
one entity.  2. The computer-implemented method of claim 1, wherein
said weighting is not based on any of: equal weighting, weighting in
proportion to share price, weighting in proportion to market
capitalization, or weighting in proportion to free float.  3. The
computer-implemented method of claim 1, wherein the accounting data
comprises data found within a database of information pertaining to
at least one of: regions, sovereigns or countries. 4. The
computer-implemented method of claim 1, further comprising: basing
the constituent weightings of the financial objects, wherein the
financial objects comprise emerging market financial   5. The
computer-implemented method of claim I, tiirther comprising
constructing, by the at least one computer processor, data indicative
of a financial object portfolio based on the financial object index,
wherein the constituent weightings of the constituent financial
objects within at least one of the financial object index or the
financial object portfolio are altered as at least one of the at
least one accounting data about the at least one entity in or outside
the financial object index changes.  6. The computer-implemented
method of claim 1, wherein said weighting comprises: calculating said
constituent weightings based upon said at least one accounting data.
7. The computer-implemented method of claim 1, wherein said at least
one accounting data, comprises at least one of: total assets, funds
from operations (FF0), adjusted funds from operations (AFFO), sales,
revenues, total dividend distributions, or ratios pertaining thereto.
8. The computer-implemented method of claim I, wherein the at least
one accounting data, comprises data found within a generally accepted
accounting principles (GAAP) company annual report and accounts (GAAP
reports).  9. The computer-implemented method of claim 1, wherein
said weighting based on said at least one accounting data further
comprises weighting based on at least one demographic data comprising
at least one of        country metrics including at least one of:
economic metrics, area, population, unemployment rate, reserves,
resource consumption, democracy index, corruption index, government
debt, private debt, government expenditures, nominal interest rate,
commercial paper yield, consumer price index (CPI), purchasing power,
relation of purchasing power to nominal exchange rate and any
deviations from historical trend, or county current account flow;
wherein said economic metrics including at least one of: a gross
domestic product (GDP), a gross national product (GNP), a gross net
income (GNI), or a gross national debt (GND); or industry metrics
including at least one of industry growth rate, total capital
expenditures, inventories total-end of year, average industry
dividends, supplemental labor costs, inventories finished
products--end of year, new orders for manufactured goods, fuel costs,
inventories work in process--end of year, shipments, electric energy
used, inventories, materials, supplies, or fuels, -- end of year,
unfilled orders, inventories by stage of fabrication, value of
manufacturers inventories by  stage of fabrication--beginning of
year, Inventories Number of production workers, inventories total--
beginning of year, inventories-to-shipments ratio, payroll of



education services industry sector; health care or social assistance
industry sector; arts, entertainment, or recreation industry sector;
accommodation or food services industry sector; other services
(except public administration) industry sector; or public
administration industry sector. 11.The computer-implemented method of
claim I, wherein said at least one accounting data comprises at least
one of: dividends, if any; sales; revenue; cash tlow; book value;
collateral; assets; distributions; funds from operations; adjusted
funds from operations; earnings; income; liquidity; employees;
margin; profit margin; term structure; interest rate; seasonal
factor; a financial ratio of a company; a ratio of accounting based
data; a ratio of accounting based data per share; a ratio of a first
accounting based data to a second accounting based data; a liquidity
ratio; a working capital ratio; a current ratio; a quick ratio; a
cash ratio; an asset turnover ratio; a receivables turnover ratio; an
average collection period ratio; an average collection period ratio;
an inventory tumover ratio; an inventory period ratio; 



a leverage ratio; a debt ratio; a debt-to-equity ratio; an interest
coverage ratio; a profitability ratio; a return on common equity
(ROCE) ratio; profit margin ratio; an earnings per share (EPS) ratio;
a gross profit margin ratio; a return on assets ratio; a return on
equity ratio; a dividend policy ratio; a dividend yield ratio; a
payout ratio;  a capital market analysis ratio;  a price to earnings
(13E) ratio; or a market to book ratio.  12. The computer-implemented
method of claim I, further comprising performing negative weighting
for purposes of at least one of establishing or measuring performance
for at least one of: any security; a portfolio of assets; a hedge
fund; or a long/short position.  13. The computer-implemented method
of claim I, wherein said at least one accounting data comprises a
measure of size of the at least one entity.  14. The
computer-implemented method of claim 1, wherein said at least one
accounting data is not market capitalization.  15. The
computer-implemented method of claim I 4, wherein each of said
financial objects comprises a financial object type.  16. The
computer-implemented method of claim IS, wherein said financial
object type comprises at least one of: a municipal bond; a corporate
bond; a sovereign bond; a government bond; a fixed income instrument;
a real estate fixed income instrument; an investment grade bond; a
high yield bond; an emerging market bond a debt instrument; or a bond
from a geographic region; and the at least one entity comprises at
least one of; a company; a country; a government;  a geographic
region; a market; a municipality; a municipality issuing bonds; a
sovereign; 



a sovereign issuing bonds; or a commodity provider. 17.The
computer-implemented method of claim I. wherein said at least one
accounting data, comprises at least one of: revenue; profitability;
sales; total sales; foreign sales, domestic sales; net sales; gross
sales; profit margin; operating margin; earnings; retained earnings;
earnings per share; book value; book value adjusted for inflation;
book value adjusted for replacement cost; book value adjusted for
liquidation value; dividends; assets; tangible assets; intangible
assets; 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 and tax (EBIT); 



earnings before interest, taxes, dividends, and amortization (EH
IDA); accounts payable; cost of goods sold (CGS); debt ratio; budget;
capital budget; cash budget; direct labor budget; factory overhead
budget; operating budget; sales budget; inventory system; type of
stock offered; liquidity; book income; tax income; capitalization of
earnings; capitalization of goodwill; capitalization of interest;
capitalization of revenue; capital spending; cash; compensation;
employee turnover;  overhead costs; credit rating; growth rate; tax
rate; liquidation value of entity; capitalization of cash;
capitalization of earnings; capitalization of revenue; cash flow; or
future value of expected cash flow. 1 8.The computer-implemented
method of claim 1, wherein said at least one accounting data
comprises a ratio of any combination of two or more non-market
capitalization objective measure of scale metrics.  19. The
computer-implemented method of claim 18, wherein said ratio of any
combination of said objective measure of scale metrics comprise at
least one on current ratio; debt ratio; overhead expense as a percent
of sales; or debt service burden ratio. 



20. The computer-implemented method of claim 1, wherein said
weighting comprises weighting based on at least one demographic data,
comprising at least one of a measure relating to employees; a
financial metric; a non-financial metric; a non-market related
metric; a number of employees; floor space; office space; a
geographic metric; an area; a geographic ea;  a measure of
inhabitants; a population; location; or other demographics of a
financial object.  21. The computer-implemented method of claim 1,
wherein said at least one accounting data comprises a metric relating
to a geographic area.  22. The computer-implemented method of claim
21, wherein said metric relating to said geographic area comprises a
geographic metric comprising at least one of: an economic metric; a
gross domestic product; or an other than gross domestic product (GDP)
metric. 73.The computer-implemented method of claim 1, further
comprising: rebalancing a pre-selected group of said financial
objects based on said financial object index.  24. The
computer-implemented method of claim 23, wherein said rebalancing is
performed on a periodic basis.  25. The computer-implemented method
of claim 23, wherein said rebalancing is based upon a predetermined
threshold.  26. The computer-implemented method of claim 25, further
comprising: applying one or more rules associated. with said index.
27. The computer-implemented method of claim 1, wherein at least one
of said selecting or said weighting are used for at least one of:
investment management, or investment portfolio benchmarking.  28. The
computer-implemented method of claim 1, further comprising performing
enhanced index investing, comprising: constructing, by the at least
one computer processor, data indicative of a financial object
portfolio of financial objects based on said financial object index,
comprising at least one of purchasing or selling financial objects in
said financial object portfolio based on said financial object
index, wherein said enhanced index investing is performed in a
fashion wherein at least one of: holdings; performance; or
characteristics, are substantially similar to an external index.  29.
The computer-implemented method of claim 1, further comprising:
wherein said selecting based on said at least one accounting data
comprises: selecting based on at least one demographic data regarding
the at least one entity.  30. The computer-implemented method of
claim 29, wherein the method further comprises: wherein said at least
one demographic data comprises at least one of a demographic measure,
a population level, an area, a geographic area, 



an economic factor, a gross domestic product (GDP).. GDP growth, a
natural resource characteristic, an energy metric, a petroleum
characteristic, a resource consumption metric, a petroleum
consumption amount, a liquid natural gas (LNG) characteristic, a
liquefied petroleum gas (I,PG) characteristic, an expenditures
characteristic, gross national income (GNI), a debt characteristic, a
rate of inflation, a rate of unemployment, a reserves level, a
population characteristic, a corruption characteristic, a democracy
characteristic, a social metric, a political metric, a per capita
ratio of any of the foregoing;  a derivative of any foregoing; or a
ratio of any two or more of the foregoing.  31. he
computer-implemented method of claim 1, further comprising: wherein
said weighting based on said at least one accounting data comprises:
weighting based on at least one demographic data regarding the at
least one entity.  32. The computer-implemented method of claim 31,
further comprising: wherein said at least one demographic data
comprises at least one ofi a demographic measure, a population level,
an area, a geographic area, an economic factor, a gross domestic
product (GDP), GDP growth, a natural resource characteristic, an
energy metric, a petroleum characteristic, a resource consumption
metric, a petroleum consumption amount, a liquid natural gas (LNG)
characteristic, a liquefied petroleum gas (LPG) characteristic, an
expenditures characteristic gross national income (GNI), a debt
characteristic, a rate of inflation, 



a rate of unemployment, a reserves level, a population
characteristic, a corruption characteristic, a democracy
characteristic, a social metric, a political metric, a per capita
ratio of any of the foregoing; a derivative of any foregoing; or a
ratio of any two or more of the foregoing.        The
computer-implemented method according to claim 1, wherein the method
is executed on a data processing system, the method further
comprising: wherein said constructing comprises:        creating an
accounting data based index (ADM) based on accounting data comprising
wherein said selecting further comprises: selecting a universe of fi
nanc ial objects,        selecting a subset of said financial objects
of said universe based on at least one accounting data, and weighting
said subset of said universe according to at least one accounting
data to obtain the ADD!; and creating a portfolio of financial
objects using the ADBI, including said subset of selected and
weighted financial objects. 34.The computer-implemented method
according to claim 33, wherein said un verse comprises at least one
of: a sector; a market; a market sector; an industry sector; a
geographic sector; an international sector; a sub-industry sector; a
government issue; or a tax exempt financial object; agriculture,
forestry, fishing or hunting industry sector; mining industry sector;
utilities industry sector; construction industry sector;
manufacturing industry sector; wholesale trade industry sector;
retail trade industry sector; transportation or warehousing industry
sector;  information industry sector; finance or insurance industry
sector; real estate or rental or leasing industry sector;
professional, scientific, or technical services industry sector;
management of companies or enterprises industry sector;
administrative or support or waste management or remediation services
industry sector; education services industry sector; health care or
social assistance industry sector; arts, entertainment, or recreation
industry sector; accommodation or food services industry sector;
other services (except public administration) industry sector; or
public administration industry sector. 35.The computer-implemented
method according to claim 33, wherein said accounting based data used
in weighting as a measure of value of the at least one entity
associated with each of the financial objects, comprises at least one
of: 



dividends, if any; revenue; cash flow; book value; collateral;
assets; distributions; funds from operations; adjusted funds from
operations; earnings; income; liquidity;        country metrics
including at least one of: economic metrics, area, population,
unemployment rate, reserves, resource consumption, democracy index,
corruption index, government debt, private debt, government
expenditures, nominal interest rate, commercial paper yield, consumer
price index (CPI), purchasing power, relation of purchasing power to
nominal exchange rate and any deviations from historical trend, or
country current account flow;        said economic metrics including
at least one of: a gross domestic product (GDP), a gross national
product (GNP), a gross net income (GNI), or a gross national debt
(GND);          industry metrics including at least one ot': industry
growth rate, total capital expenditures, inventories total--end of
year, average industry dividends, supplemental labor costs,
inventories finished products--end of year, new orders for
manufactured goods, fuel costs, inventories work in process--end of
year, shipments, electric energy used, inventories, materials,
supplies, or fuels, --end of year, unfilled orders, inventories by
stage of fabrication, value of manufacturers inventories by stage of
fabrication-- beginning of year, Inventories Number of production
workers, inventories total--beginning of year,
inventories-to-shipments ratio, payroll of production workers,
inventories finished products--beginning of year, value of product
shipments, hours of production workers, inventories work in
process--beginning of year, statistics from department of commerce,
industry associations, for industry groups and industries, cost of
purchased fuels and electric energy, inventories, materials,
supplies, fuels, --beginning of year, geographic area statistics,
electric energy quantity purchased, value of shipments-total, annual
survey of manufacturers (ASM), electric energy cost, value of
shipments-products, employment, electric energy generated, value of
shipments--total miscellaneous receipts, all employees payroll,
electric energy sold or transferred, total miscellaneous
receipts--value of resales, all employees hours, cost of purchased
fuels, total miscellaneous receipts--contract receipts, all employees
total, compensation, capital expenditure for plant or equipment
total, other total miscellaneous receipts, all employees total fringe
benefit costs, capital expenditure for plant or equipment--buildings
or other structures, interplant transfers, total cost of materials,
capital expenditure for plant and equipment-machinery or equipment
total, costs of materials-- total, payroll, capital expenditure for
plant and equipment--autos, or trucks, for highway use, costs of
materials-materials, parts, containers, packaging, value added by
manufacture, capital expenditure for plant and equipment-computers,
peripheral data processing equipment, costs of materials--resales,
cost of materials consumed, capital expenditure for plant and
equipment--all other expenditures, costs of materials--purchased
fuels, value of shipments, value of manufacturers inventories by
stage of fabrication-end of year, costs of materials-purchased
electricity, costs of materials-contract work, industry cost of
capital, or average industry dividend; employees; margin; profit
margin; term structure; interest rate; seasonal factor; a financial
ratio of a company; a ratio of accounting based data; a ratio of
accounting based data per share; a ratio of a first accounting based



a debt ratio; a debt-to-equity ratio; an interest coverage ratio; a
profitability ratio; a return on common equity (ROCE) ratio; profit
margin ratio; an earnings per share (EPS) ratio; a gross profit
margin ratio; a return on assets ratio; a return on equity ratio; a
dividend policy ratio; a dividend yield ratio; a payout ratio; a
capital market analysis ratio; a price to earnings (PE) ratio; or a
market to book ratio. 36.The computer-implemented method according to
claim 35, wherein said accounting based data are weighted relatively
dependent on the geography of the at least one entity associated with
each of the financial object s.   37. The computer-implemented method
of claim 33, wherein each of said financial objects comprises: at
least one unit of interest in at least one of: an asset; a liability;
a tracking portfolio;        a financial instrument or a security,
wherein said financial instrument or said security denotes a debt, an
equity interest, or a hybrid; a derivatives contract, including at
least one of:        a future, a forward, a put, a call, an option, a
swap, or any other transaction relating to a fluctuation of an
underlying asset, notwithstanding the prevailing value of the
contract, and notwithstanding whether such contract, for purposes of
accounting, is considered an asset or liability; a commodity; a
financial position; a currency position;        a trust, a real
estate investment trust (REIT), a real estate operating company
(REOC), or a portfolio of trusts; a debt instrument comprising at
least one of a bond, a debenture, a subordinated debenture, a
mortgage bond, a collateral trust bond, a convertible bond, an income
bond, a guaranteed bond, a serial bond, a deep discount bond, a zero
coupon bond, a variable rate bond, a deferred interest bond, a
commercial paper, a government security, a certificate of deposit, a
Eurobond, a corporate bond, a government bond, a municipal bond, a
treasury-bill, a treasury bond, a foreign bond, an emerging market
bond, a high yield bond, a developed market bond, a junk bond, a
collateralized instrument, an exchange traded note (ETN), or other
agreements between a borrower and a lender; a fund; or an investment
entity or account of any kind, including an interest in, or rights
relating to:        a hedge fund, an exchange traded fund (ETF), a
fund of funds, a mutual fund, a closed end fund, an investment
vehicle, or any other pooled or separately managed investments.  38.
The computer-implemented method of claim I, wherein said financial
objects comprise at least one of: a high-yield debt instruments
index; or       a portfolio of high-yield debt instruments based on
the high yield debt instruments index, the method further comprising:
selecting constituent high-yield debt instruments of said high-yield
debt instruments index based upon at least one metric regarding the
entities associated with said high-yield debt instruments, wherein
said at least one metric comprises at least one of sales, book value,
cash flow, dividends 



if any, collateral, a composite of the other metrics, or ratios
pertaining thereto;        and weighting said constituent high-yield
debt instruments based upon at least one metric regarding the size of
the entities associated with said high-yield debt instruments to
obtain constituent weightings for each respective constituent
high-yield debt instrument, wherein said at least one metric
comprises at least one of sales, book value; cash flow, dividends if
any, collateral, a composite of the other metrics, or ratios
pertaining thereto.  39. The computer-implemented method of claim 38,
wherein said at least one metric comprises data found within a
generally accepted accounting principles (GAAP) company annual report
and accounts (GAAP reports).  40. The computer-implemented method of
claim 38, further comprising basing the constituent weightings of the
high-yield debt instruments upon at least one of a ratio or a
manipulation of the accounting data.  41. The computer-implemented
method of claim 40, wherein the basing the constituent weightings
upon at least one of a ratio or a manipulation of the accounting data
comprises basing the constituent weightings on at least one of a
relative size of the return on assets of said selected companies, the
return on investment thereof; or the return on capital thereof
compared to the cost of capital thereof, wherein said return is
determined based on cash flow.  42. The computer-implemented method
of claim 38, wherein the constituent weightings of the high-yield
debt instruments within the high-yield debt instruments index or high
yield debt instruments Thud are altered as at least one of. the
accounting data concerning the entities in or outside the index
changes; or the constituents change.  43. The computer-implemented
method of claim 42, wherein the constituent weightings of the
high-yield debt instruments within the iiind are altered when at
least one of: one or more of said entities report their at least one
of: monthly, quarterly, biannually, or annual accounting information;
or at a predetermined time after which the majority of said entities
in the index have reported their at least one of: monthly, quarterly,
biannually, or annual accounting data.   44. The computer-implemented
method of claim 38, wherein said weighting comprises calculating said
constituent weightings based upon said at least one accounting data.
45. The computer-implemented method of claim 44. wherein said
calculating is performed by an index construction manager device.
46. The computer-implemented method of claim I, wherein said
weighting comprises:        determining, by the at least one computer
processor, a proportional fundamental index weight for each of said
index constituent financial objects based on at least one objective
measure of scale associated with said entities or said financial
objects;        wherein said at least one objective measure of scale
comprises a financial metric associated with one of said entities or
said financial objects other than the market capitalization of said
entities or the price of said financial objects; wherein said
financial metric comprises at least one of: book value; sales; cash
flow; or any dividends; and managing, by the at least one computer
processor, a portfolio of financial objects based on said index of
financial objects,        wherein said managing comprises at least
one of: adjusting, by the at least one computer processor, the
financial objects that comprise said portfolio based on changes to
the at least one objective measure of scale used to weight the
plurality of financial objects used to construct the index of



weighting, by the at least one computer processor, a plurality of
index constituent financial objects, each of said plurality of index
constituent financial objects associated with at least one entity,
and wherein said weighting comprises:        determining, by the at
least one computer processor, a proportional fundamental index weight
for each of said index constituent financial objects based on at
least one objective measure of scale associated with said entities or
said financial objects; wherein said at least one objective measure
of scale comprises at least one of: at least one financial metric
associated with one of said entities or said financial objects; at
least one demographic measure of one of said entities or said
financial objects; or at least one metric from information
disclosures of a publicly traded entity; and        wherein said at
least one objective measure of scale comprises a metric other than
the market capitalization of said entities or the price of said
financial objects; and        weighting, by the at least one computer
processor, by a mathematical combination of a plurality of data for
said at least one objective measure of scale of a given financial
object of a given entity, said plurality of data for said at least
one objective measure of scale of said given financial object of said
given entity, comprising at least one: a plurality of time periods; a
plurality of years; a plurality of quarters; a plurality of months;
or a plurality of accounting periods; and        wherein said
mathematical combination of said plurality data for said given
financial object of said given entity, comprises at least one of
calculating, by the at least one computer processor, a mathematical
average of said plurality of data for said given financial object of
said given entity;        calculating, by the at least one computer
processor, a mathematical weighted average of said plurality of
financial metric data of said given financial object of said given
entity;        calculating, by the at least one computer processor, a
statistical mean of said plurality of financial metric data of said
given financial object of said given entity;        calculating, by
the at least one computer processor, a statistical median of said
plurality of financial metric data of said given financial object of
said given entity; or        calculating, by the at least one
computer processor, a midpoint of said plurality of financial metric
data of said given financial object of said given entity. 49.The
computer-implemented method of claim 48, further comprising:
normalizing, by the at least one computer processor, data over a
plurality of time periods.   50. The computer-implemented method of
claim 48, further comprising cbalancing, by the at least one computer
processor, said index on a periodic basis. 51. The
computer-implemented method of claim 50, wherein said rebalancing
said index on a periodic basis comprises at least one of:
rebalancing, by the at least one computer processor, on a yearly
basis; rebalancing, by the at least one computer processor, on a
quarterly basis; rebalancing, by the at least one computer processor,
on a half year basis; or rebalancing, by the at least one computer
processor, on a multiple year basis.  52. The computer-implemented
method of claim 48, further comprising: recalculating, by the at
least one computer processor, said index on a periodic basis.  53.
The computer-implemented method of claim 52, wherein said
recalculating said index on said periodic basis comprises at least
one of: recalculating, by the at least one computer processor, on a



adjusting, by the at least one computer processor, said index upon a
change in Mandril market status of an index constituent;
adjusting, by the at least one computer processor, said index upon an
index constituent going bankrupt;    adjusting, by the at least one
computer processor, said index upon an index constituent stock split;
adjusting, by the at least one computer processor, said index upon an
index constituent modifying at least one class of stock;
adjusting, by the at least one computer processor, said index upon a
price shift of an index constituent; or adjusting, by the at least
one computer processor, said index upon a delisting of an index
constituent. 56. The computer-implemented method of claim 48, further
comprising: adjusting, by the at least one computer processor, said
index based on missing data.  57. The computer-implemented method of
claim 56, wherein said adjusting said index based on missing data
comprises:        adjusting, by the at least one computer processor,
said index if a plurality of metrics are being used, and for a given
entity or financial object one of said plurality of metrics is
missing.  58. The computer-implemented method of claim 57, wherein
said adjusting said index based on missing data comprises: averaging
said remaining plurality of metrics, leaving out said missing metric.
59. the computer-implemented method of claim I, further comprising:
receiving a plurality of historical data of a plurality of financial
metrics of a plurality of financial objects, said plurality of
financial objects each relating to an entity; and wherein said
weighting comprises:        weighting, by the at least one computer
processor, a plurality of index constituent financial objects, each
of said plurality of index constituent financial objects associated
with an entity, and wherein said weighting comprises:
determining, by the at least one computer processor, a proportional
fiandamental index weight for each of said index constituent
financial objects based on at least one objective measure of scale
associated with said entities or said financial objects; wherein said
at least one objective measure of scale comprises at least one of: at
least one financial metric associated with at least one of said
entities or said financial objects; at least one demographic measure
of at least one of said entities or said financial objects; or at
least one metric from information disclosures or a publicly traded
entity; and wherein said at least one objective measure of scale
comprises a metric other than the market capitalization of said
entities or the price of said financial objects; and weighting, by
the at least one computer processor, by a mathematical combination of
a plurality of data for said at least one objective  measure of scale
of a given financial object of a given entity, said plurality of data
for said at least one objective measure of scale of said given
financial object of said given entity, comprising at least one of: a
plurality of time periods; a plurality of years; a plurality of
quarters; a plurality of months; or a plurality of accounting
periods; and        wherein said mathematical combination of said
plurality data for said given financial object of said given entity,
comprises at least one of:        calculating, by the at least one
computer processor, a mathematical average of said plurality of data
for said given financial object of said given entity;
calculating, by the at least one computer processor, a mathematical
weighted average of said plurality of financial metric data of said
given financial object of said given entity;        calculating, by



61. The computer-implemented method of claim 59, wherein said
objective measure of scale comprises at least one of: book value;
sales; revenue; profit; earnings; cash flow; cash earnings; or a
fundamental accounting variable.  62.The computer-implemented method
of claim I. further comprising:        receiving fundamental
accounting data about a plurality of entities, over a plurality of
time periods, each of said entities associated with one of said
financial objects; receiving a plurality of index constituents;
wherein said weighting comprises:        weighting said plurality of
said index constituents according to at least one financial metric of
said fundamental accounting data, each of said at least one financial
metrics having data for said plurality of time periods from said
fundamental accounting data to obtain relative weightings, and
wherein said weighting comprises:        averaging said fundamental
accounting data over said plurality of said time periods for said
each of said at least one financial metrics;        and weighting
said index constituents using at least one economic-centric metric
about said entities rather than a market-centric metric to obtain an
economic-centric index, wherein said at least one economic-centric
metric comprises a metric comprising at least one of: at least one
economic size metric; at least one economic impact metric; or at
least one economic footprint metric;        providing said
economic-centric index to a third party, wherein said third party
manages, by at least one computer processor, a portfolio of financial
objects based on said index of financial objects, wherein said third
party manages, comprising at least one of':        adjusts, by the at
least one computer processor, the financial objects that comprise
said portfolio based on changes to said one or more financial metrics
used to weight the plurality of financial objects used to construct
the economy-centric index of financial objects;        adjusts, by
the at least one computer processor, the relative weightings of the
financial objects that comprise said portfolio based on changes to
the at least one objective measure of scale used to weight the
plurality of financial objects used to construct the economy-centric
index of financial objects;        rebalances, by the at least one
computer processor, the relative weightings of the financial objects
that comprise said portfolio when the weighting of one or more of
said financial objects at least one of: exceeds a threshold value, or
deviates from a target weight; or rebalances, by the at least one
computer processor, the relative weightings of the financial objects
that comprise said portfolio to minimize turnover of said financial
objects.  63. The computer-implemented method according to claim 62,
wherein said weighting comprises: weighting based on a plurality of
said economic-centric metrics.  64. The computer-implemented method
according to claim 63, wherein said weighting based on said plurality
of economic-centric metrics comprises: weighting based on at least
one on book value; book value of operating assets; sales; revenue;
profit; earnings; cash flow; cash earnings; cash flow from
operations; or a fundamental accounting variable. 



65. The computer-implemented method according to claim 63, wherein
said weighting based on said plurality of economic-centric metrics
comprises: weighting based on metrics comprising: book value; sales;
and cash flow.  66. The computer-implemented method according to
claim 62, wherein said third party fitrther manages comprising:
rebalances on a. periodic time basis; or rebalances on a periodic
accounting period basis. 67. The computer-implemented method
according to claim I, further comprising:        receiving
fundamental accounting data about a plurality of entities, over a
plurality of accounting periods, each of said entities associated
with one of said financial objects; receiving a plurality of index
constituents; wherein said weighting comprises:        weighting said
plurality of said index constituents according to one or more
financial metrics of said fundamental accounting data, each of said
one or more financial metrics having data for said plurality  of
accounting periods from said fundamental accounting data to obtain
relative weightings, and wherein said weighting comprises:
averaging said fundamental accounting data over said plurality of
said accounting periods for said each of said one or more financial
metrics; and        weighting said index constituents using at least
one economic-centric metric about said entities rather than
market-centric metric to obtain an economic-centric index, wherein
said at least one economic-centric metric comprises a metric
comprising at least one of: at least one economic size metric; at
least one economic impact metric; or at least one economic footprint
metric;        providing said economic-centric index to a third
party, wherein said third party manages, by at least one computer
processor, a portfolio of financial objects based on said index of
financial objects, wherein said third party manages, comprising at
least one of:        adjusts, by the at least one computer processor,
the financial objects that comprise said portfolio based on changes
to said one or more financial metrics used to weight the plurality of
financial objects used to construct the economy-centric index of
financial objects;        adjusts, by the at least one computer
processor, the relative weightings of the financial objects that
comprise said portfolio based on changes to the at least one
objective measure of scale used to weight the plurality of financial
objects used to construct the economy-centric index of financial
objects;        rebalances, by the at least one computer processor,
the relative weightings of the financial objects that comprise said
portfolio when the weighting of one or more of said financial objects
at least one of: exceeds a threshold value, or deviates from a target
weight; or rebalances, by the at least one computer processot the
relative weightings of the financial objects that comprise said
portfolio to minimize turnover of said financial objects.  68. The
computer-implemented method according to claim 67, wherein said
weighting comprises: weighting based on a plurality of said
economic-centric metrics.  69. the computer-implemented method
according to claim 68, wherein said weighting based on said plurality
of economic-centric metrics comprises: weighting based on at least
one of: book value; book value of operating assets; sales; revenue;
profit; earnings; cash flow; cash earnings; cash flow from
operations; or a fundamental accounting variable. 



70. The computer-implemented method according to claim 68, wherein
said weighting based on said plurality of economic-centric metrics
comprises: weighting based on metrics comprising: book value; sales;
and cash flow.  71. The computer-implemented method according to
claim 67, wherein said third party further manages comprising:
rebalances on a periodic time basis; or rebalances on a periodic
accounting period basis.  72. The computer-implemented method
according to claim 1, further comprising:        receiving, by the at
least one computer processor, data about a plurality of entities and
a plurality of corresponding financial objects associated with the
plurality of entities from at least one database storing and
permitting retrieval of such data;        receiving, by the at least
one computer processor, data indicative of a set of financial objects
comprising a plurality of constituent financial objects; wherein said
weighting comprises:        weighting, by the at least one computer
processor, said constituent financial objects, wherein said weighting
comprises:        determining, by the at least one computer
processor, a proportional fundamental weight for each said
constituent financial object based on at least one objective measure
of scale associated with said entities or said financial objects;
wherein said at least one objective measure of scale comprises at
least one financial metric associated with one of said entities or
said financial objects other than the market capitalization of said
entities or the price of said financial objects; wherein said at
least one financial metric comprises at least one of book value;
sales; cash flow; or any dividends; and         managing, by the at
least one computer processor, a portfolio of financial objects based
on said set of financial objects, wherein said managing comprises at
least one of         adjusting, by the at least one computer
processor, the financial objects that comprise said portfolio based
on changes to the at least one objective measure of scale used to
weight the plurality of financial objects used to construct the set
of financial objects;         adjusting, by the at least one computer
processor, the proportional fundamental weight of the financial
objects that comprise said portfolio based on changes to the at least
one objective measure of scale used to weight the plurality of
financial objects used to construct the set of financial objects;
rebalancing, by the at least one computer processor, the proportional
fundamental weight of the financial objects that comprise said
portfolio when the weighting of one or more of said financial objects
at least one of: exceeds a threshold value, or deviates from a target
weight;         or rebalancing the proportional fundamental weight of
the financial objects that comprise said portfolio to minimize
turnover of said financial objects. 73.A nontransitory computer
processor readable storage medium having computer processor readable
program code such that when executed by a computer processor in a
data processing apparatus, performs a computer processor-implemented
method for constructing data indicative of a financial object index,
the method comprising:         constructing, by at least one computer
processor, data indicative of the financial object index comprising:
selecting, by the at least one computer, data indicative of
constituent financial objects of said financial object index based
upon at least one accounting data rather than price of said financial
objects, said at least one accounting data regarding at least one
entity relating to each of said financial objects, the at least one



a subordinated debt; a term loan; a government debt instrument; a
government bond; a corporate bond; a high yield bond; an emerging
market bond; a municipal bond debt instrument; a treasury bond debt
instrument; a treasury bill debt instrument; a mortgage based debt
instrument; securitized debt instrument; a security; a stock; a
commodity; a futures contract; a mutual fund; a hedge fund; a fund of
funds; an exchange traded fund (ELF); a derivative; a negative
weighting on any asset;  an asset account; a separate account; a
pooled trust; or a limited partnership; and wherein said at least one
accounting data comprises at least one of:       at least one
financial metric of the at least one entity associated with each of
said constituent financial objects; or at least one me ric level,
rate, or expenditure amount from information disclosures of the at
least  one el  74. The nontransitory computer processor readable
storage medium of claim 73, wherein the method further comprises:
wherein said selecting based on said at least one accounting data
comprises: selecting based on at least one demographic data regarding
the at least one entity.  75. The nontra sitory computer processor
readable storage medium of claim 74, wherein the method further
comprises: wherein said at least one demographic data comprises at
least one of: 



a demographic measure, a population level, an area a geographic area,
an economic factor, a gross domestic product (GDP). GDP growth, a
natural resource characteristic, an energy metric, a petroleum
characteristic, a resource consumption metric, a petroleum
consumption amount, a liquid natural gas (LNG) characteristic, a
liquefied petroleum gas (LPG) characteristic, an expenditures
characteristic, gross national income (GNI),  a debt characteristic,
a rate of inflation, a rate of unemployment, a reserves level, a
population characteristic, a corruption characteristic, a democracy
characteristic, a social metric, a political metric, a. per capita
ratio of any of the foregoing; a derivative of any foregoing; or a
ratio of any two or more of the foregoing.  76. The nontmnsitors
computer processor readable storage medium of claim 73, wherein the
method further comprises:         wherein said weighting based on
said at least one accounting data comprises: weighting based on at
least one demographic data regarding the at least one entity.  77.
The nontransitory computer processor readable storage medium of claim
76, wherein the method further comprises: wherein said at least one
demographic data comprises at least one o a demographic measure, a
population level, an area, a geographic area, an economic factor, a
gross domestic product (GDP), GDP growth, a natural resource
characteristic an energy metric, 



a petroleum characteristic, a resource consumption metric, a
petroleum consumption amount, a liquid natural gas (LNG)
characteristic,  a liquefied petroleum gas (LPG) characteristic, an
expenditures characteristic, gross national income (GNI), a debt
characteristic, a rate of inflation, a rate of unemployment, a
reserves level, a population characteristic a corruption
characteristic, a democracy characteristic, a social metric, a
political metric, a per capita ratio of any of the foregoing; a
derivative of any foregoing; or a ratio of any two or more of the
foregoing. 78.A system for constructing data indicative of an
investable index of financial objects, comprising:        an analysis
host computer processing apparatus coupled to an entity database,
wherein the entity database is operative to store aggregated
accounting based data about a plurality of entities obtained from an
external data source, said analysis host computer processing
apparatus comprising:        a data retrieval and storage subsystem
operative to at least one of a.ceess; or retrieve said aggregated
accounting based data from the entity database and to at least one of
access from, provide, or store said aggregated accounting based data
to the entity database; an index generation subsystem comprising: a
selection subsystem operative to select a group of said entities
based on at least one accounting data;        a weighting function
generation subsystem operative to generate a weighting function based
on at least one accounting data;        an index creation subsystem
operative to create an investable accounting data based index based
on said group of selected entities and said weighting function; and
a storing subsystem operative to at least one of provide, or store
said investable accounting data based index, wherein said investable
index generation subsystem is operative to construct data indicative
of said investable accounting data based index, wherein said
investable accounting data based index comprises a financial object
index, said index generation subsystem comprising at least one
computer processor, and at least one memory coupled to said at least
one computer processor, said at least one computer processor
operative to construct data indicative of said financial object
index;        wherein said selection subsystem comprises at least one
computer processor, and at least one memory coupled to said at least
one computer processor, said at least one computer processor
operative to select data indicative of constituent financial objects
of said financial object index based upon at least one accounting
data rather than price of said financial objects, said at least one
accounting data regarding at least one entity relating to each of
said financial objects, the at least one entity comprising at least
one of a region, a country, a company, or a sovereign associated with
said each of said financial objects; and        wherein said
weighting function generation subsystem comprises at least one
computer processor, and at least one memory coupled to said at least
one computer processor, said at least one computer processor
operative to weight data indicative of said constituent financial
objects based upon at least one accounting data rather than price of
said financial objects, said at least one accounting data regarding
the at least one entity, to obtain data indicative of constituent
weightings for each of said constituent financial objects, and
wherein said storing subsystem comprises at least one computer
processor, and at least one memory coupled to said at least one



a corporate debt instrument; an investment grade debt instrument; a
debenture; a bank loan; a convertible bond; a senior debt; a
subordinated debt; a term loan; a government debt instnuncnt; a
government bond; a corporate bond; a high yield bond; an emerging
market bond; a municipal bond debt instrument; a treasury bond debt
instrument; a treasury bill debt instrument; a mortgage based debt
instrument; a seeuritized debt instrument; a security; a stock; a
commodity; a futures contract; a mutual fund; a hedge fund; a fund of
funds; an exchange traded fund (ETF); a derivative; a negative
weighting on any asset; an asset account; a separate account; a
pooled trust; or a limited partnership; and wherein said at least one
accounting data comprises at least one of:        at least one
financial metric of the at least one entity associated with each of
said constituent financial objects; or at least one metric, level,
rate or expenditure amount from information disclosures of the at
least one entity. 79.The system according to claim 78, wherein said
analysis host computer processing apparatus further comprises:
a normalization calculation sub-system operative to normalize said
data for said at least one accounting data across said plurality of
entities. 80.The system according to claim 78, wherein said at least
one accounting data used by said  



selection subsystem at least one of differs from; or is the same as,
said at least one accounting data used by said weighting function
generating subsystem. 81.The system according to claim 78, wherein
said at least one accounting data comprises at least one of revenue
profitability; sales; total sales; foreign sales, domestic sales; net
sales; gross sales; profit margin; operating margin; retained
earnings; earnings per share; book value; book value adjusted for
inflation; book value adjusted for replacement cost; book value
adjusted for liquidation value; dividends; assets; tangible assets;
intangible assets; fixed assets; property; plant; equipment;
goodwill; replacement value of assets; liquidation value of assets;
liabilities; long term liabilities;  short term liabilities; net
worth; research and development expense; accounts receivable;
earnings before interest and tax (EBIT); 



earnings before interest, taxes, dividends, and amortization
(EBITDA); accounts payable; cost of goods sold (CGS); debt ratio;
budget; capital budget; cash budget; direct labor budget; factory
overhead budget; operating budget; sales budget; inventory system;
type of stock offered; liquidity; book income; tax income;
capitalization of earnings; capitalization of goodwill;
capitalization of interest; capitalization of revenue; capital
spending; cash; compensation; employee turnover; overhead costs;
credit rating; growth rate; tax rate; liquidation value of entity;
capitalization of cash; capital ization of earnings; capitalization
of revenue; cash flow; or future value of expected cash flow.  82.
The system according to claim 78, wherein at least one accounting
data comprises a ratio of any combination of two or more accounting
data.  83. The system according to claim 82, wherein said ratio of
any combination of said accounting data comprise at least one of:
current ratio; debt ratio; overhead expense as a percent of sales; or
debt service burden ratio.  84. The system according to claim 78,
wherein said at least one accounting data further comprises at least
one demographic measure.  85. The system according to claim 78,
wherein said at least one demographic measure comprises at least one
of: a financial metric; a nonfinancial metric; a market metric; 



a nonmarket related metric; a measure relating to employees; floor
space; office space; location; other demographics of an asset; a
demographic measure, a population level, an area, a geographic area,
an economic factor, a gross domestic product (GDP), GDP growth,  a
natural resource characteristic, an energy metric, a petroleum
characteristic, a resource consumption metric, a petroleum
consumption amount, a liquid natural gas (LNG) characteristic, a
liquefied petroleum gas (LPG) characteristic, an expenditures
characteristic, gross national income (GNI), a debt characteristic, a
rate of inflation, a rate of unemployment, a reserves level, a
population characteristic, a corruption characteristic, a democracy
characteristic, a social metric, a political metric, a per capita
ratio of any of the foregoing; a derivative of any foregoing; or a
ratio of any two or more of the foregoing.  86. The system of claim
78, further comprising: a trading host computer processing apparatus,
coupled to said analysis host computer processing apparatus, and
operative to construct a portfolio of assets comprising one or more
trading assets based on said investable accounting data based index,
said trading host computer processing apparatus comprising at least
one of: an index retrieval subsystem operative to retrieve said
investable accounting data based index;        a trading accounts
management subsystem operative to receive one or more data indicative
of investment amounts from one or more investors;        or a
purchasing subsystem operative to permit purchasing of one or more of
said trading assets using said investment amounts based on said
investable accounting data based index.  87. The system of claim 86,
further comprising: a trading accounts database coupled to said
trading accounts management subsystem, said trading accounts database
operative to at least one of provide  access to, or store said one or
more data indicative of said investment amounts.  88. The system of
claim 86, further comprising: an exchange host computer processing
apparatus coupled to said purchasing subsystem, said exchange host
computer processing apparatus operative to perform one or more
functions of said purchasing subsystem. 89. The system of claim 86,
wherein said asset type comprises at least one of: a fund; 



a mutual fund; a fund of funds; an asset account; a.n exchange traded
fund (ETF): a separate account, a pooled trust; or a limited
partnership.  90. The system according to claim 86, further
comprising: a subsystem operative to rebalance a preselected group of
trading assets based on said accounting data based index.  91. The
system according to claim 90, wherein said rebalancing is performed
on at least one of: a periodic basis, or an aperiodic basis.  92. The
system according to claim 90, wherein said rebalancing is based on at
least one of the group of assets crossing a predetermined threshold,
or an occurrence of an event.  93. The system according to claim 86,
further comprising: applying one or more rules associated with said
accounting data based index.  94. The system according to claim 78,
wherein the system may be used for at least one oinvestment
management, or investment portfolio benchmarking.  95. The system of
claim 78, wherein the selection sub-system is operative to perform
enhanced index investing, comprising: computing said portfolio of
assets in a fashion wherein at least one of: holdings; performance;
or characteristics, are substantially similar to an external index.
96.A computer-implemented method of constructing data indicative of
an investable index of financial objects by at least one computer
processor, the method comprising:        receiving by the at least
one computer processor data about a. plurality of entities and a
plurality of corresponding financial objects associated with the
plurality of entities from one or more databases storing and
permitting retrieval of such data;        selecting by the at least
one computer processor a plurality of said financial objects to
construct an investable index of financial objects, wherein said
selecting comprises:        selecting a plurality of financial
objects to construct an investable index of financial objects based
on at least one objective measure of scale associated with said
entities or said financial objects,        each of said entities
comprising at least one of a region, a country, a company, or a
sovereign associated with said each of said financial objects,
wherein said at least one objective measure of scale comprises at
least one financial metric associated with one of said entities or
said financial objects other than the market capitalization of said
entities or the price of said financial objects;        weighting by
the at least one computer processor the plurality of financial
objects selected to construct the investable index of financial
objects, wherein said weighting comprises:        determining a.
proportional weight for each financial object based on at least one
objective measure of scale associated with said entities or said
financial objects;        wherein said at least one objective measure
of scale comprises at least one financial metric associated with one
of said entities or said financial objects other than the market
capitalization of said entities or the price of said financial
objects:        storing or providing by the at least one computer
processor the plurality of financial objects selected to construct
the index and the proportional weight for each of said financial
objects; wherein each of said financial objects comprises at least
one of: a bond; a fixed income debt instrument; a debt instrument; an
emerging market debt instrument; a high yield debt instrument; a
corporate debt instrument; an investment grade debt instrument;  a
debenture; a bank loan; a convertible bond; 



a senior debt; a subordinated debt; a term loan; a government debt
instrument; a government bond; a corporate bond; a high yield bond;
an emerging market bond; a municipal bond debt instrument; a treasury
bond debt instrument; a treasury bill debt instrument; a mortgage
based debt instrument; a securitized debt instrument; a security; a
stock; a commodity; a futures contract; a mutual fund; a hedge fund;
a fund of funds; an exchange traded fund (ETF); a derivative; a
negative weighting on any asset; an asset account; a separate
account; a pooled trust; or a limited partnership; and
managing by the at least one computer processor a portfolio of
financial objects based on said index of financial objects, wherein
said managing comprises at least one of:         adjusting the
financial objects that comprise said portfolio based on changes to
the at least one objective measure of scale used to select the
plurality of financial objects used to construct the investable index
of financial objects;        adjusting the relative weightings of the
financial objects that comprise said portfolio based on changes to
the at least one objective measure of scale used to weight the
plurality of financial objects used to construct the investable index
of financial objects;        rebalancing the relative weightings of
the financial objects that comprise said portfolio when the weighting
of one or more of said financial objects at least one of exceeds a
threshold value, or deviates from a target weight: or rebalancing the
relative weightings of the financial objects that comprise said
portfolio to minimize turnover of said financial objects.  97. The
method of claim 96, wherein: said selecting based on said at least
one objective measure of scale comprises selecting wherein said at
least one financial metric comprises any dividends.  98. The method
of claim 97, wherein: said selecting wherein said financial metric
comprises any dividends comprises selecting based on a calculation
based on said dividends exceeding a minimum value.  99. The method of
claim 98, wherein: said selecting based on a calculation based on
said dividends comprises selecting based on a calculation based on
said dividends comprising a sum of total dividends paid over a period
of time.  100. The method of claim 96, wherein: said selecting based
on said at least one objective measure of scale comprises selecting
wherein said at least one financial metric comprises earnings.  101.
The method of claim 100, wherein: said selecting based on said at
least one financial metric comprising earnings comprises selecting
based on said earnings being positive over a period of time.  102.
The method of claim 96, wherein: said selecting comprises sorting
said plurality of financial objects into one Or more sets of
financial objects based on said at least one objective measure of
scale. 



103. The method of claim 96, wherein: said selecting comprises
sorting said plurality of financial  objects into one or more sets of
financial objects based on a derivative of said at least one
objective measure of scale  104. 'he method of claim 96, wherein:
said weighting based on said at least one objective measure of scale
comprises weighting based on any dividends.  105. The method of claim
96, wherein: said weighting based on said at least one objective
measure of scale comprises weighting based on earnings.  106. The
method of claim 96, wherein: said selecting comprises selecting a
plurality of said financial objects to construct an index of
financial objects from a universe of said entities or said financial
objects.  107. The method of claim 106, wherein: said universe
comprises at least one of a sector, a market, a market sector, an
industry sector, a geographic sector, an international sector, a
sub-industry sector, a government issue sector or a tax-exempt
sector.  108. A system n for constructing data indicative of an
investable index of financial objects by at least one computer
processor comprising:        the at least one computer processor
being coupled to at least one data network; wherein the at least one
data network comprises a connection or a coupling to at least one
database adapted to store and adapted to permit at least one of
access or retrieval of data;        wherein said data comprises data
about a plurality of entities and a plurality of corresponding
financial objects associated with the plurality of entities;
the at least one computer processor being configured to: receive from
the at least one data network data about a plurality of entities and
a plurality of corresponding financial objects associated with the
plurality of entities from said one or more databases;        select
a plurality of said financial objects to construct an index of
financial objects based on said data received from the at least one
data network, wherein said select comprises wherein the at least one
computer processor being configured to:        select a plurality of
financial objects to construct an index of financial objects based on
at least one objective measure of scale associated with said entities
or said financial objects,        said entity comprising at least one
of a region, a country, a company, or a sovereign associated with
said financial object,         wherein said at least one objective
measure of scale comprises at least one financial metric associated
with one of said entities or said financial objects other than the
market capitalization of said entities or the price of said financial
objects;        weight by the plurality of financial objects selected
to construct the index of financial objects, wherein said weight
comprises wherein the at least one computer processor being
configured to:        determine a proportional weight For each
financial object based on at least one objective measure of scale
associated with said entities or said financial objects;
wherein said at least one objective measure of scale comprises at
least one financial metric associated with one of said entities or
said financial objects other than the market capitalization of said
entities or the price of said financial objects;        store or
provide wherein the at least one computer processor being configured
to store or provide the plurality of financial objects selected to
construct the index and the proportional weight for each of said
financial objects: wherein each of said financial objects comprises
at least one of: a bond; a fixed income debt instrument; a debt



a senior debt; a subordinated debt; a term loan; a government debt
instrument; a government bond; a corporate bond; a high yield bond;
an emerging market bond; a municipal bond debt instrument; a treasury
bond debt instrument; a treasury bill debt instrument;  a mortgage
based debt instrument; a securitized debt instrument; a security; a
stock; a commodity; a futures contract; a mutual find; a hedge fund;
a fund of funds; an exchange traded fund'12); a derivative; a
negative weighting on any asset; an asset account; a separate
account; a pooled trust; or a limited partnership; and manage a
portfolio of financial objects based on said index of financial
objects,         wherein said manage comprises wherein the at least
one computer processor being configured to at least one of:
adjust dm financial objects that comprise said portfolio based on
changes to the at least one objective measure of scale used to select
die plurality of financial objects used to construct the index of
financial objects;         adjust the relative weightings of the
financial objects that comprise said portfolio based on changes to
the at least one objective measure ofseale used to weight the
plurality of financial objects used to construct the index of
financial objects;         rebalance the relative weightings of the
financial objects that comprise said portfolio when the weight of one
or more of said financial objects at least one of:         exceeds a
threshold value; or deviates from a target weight; or rebalance the
relative weightings of the financial objects that comprise said
portfolio to minimize turnover of said financial objects. 109.The
system of claim 108, wherein: 



said select based on said at least one objective measure of scale
comprises wherein the at least one computer processor being
configured to select wherein said at least one financial metric
comprises any dividends.  110.The system of claim 109, wherein: said
select wherein said financial metric comprises any dividends and
comprises wherein the at least one computer processor being
configured to select based on a calculation based on said dividends
exceeding a minimum value. 111. The system of claim 110, wherein:
said select based on a calculation based on said dividends comprises
wherein the at least one computer processor being configured to
select based on a calculation based on said dividends comprising a
sum of total dividends paid over a period of time. 112,The system of
claim 108, wherein: said select based on said at least one objective
measure of scale comprises wherein the at least one computer
processor being configured to select wherein said at least one
financial metric comprises earnings.  113. The system of claim 112,
wherein: said select based on said at least one financial metric
comprising earnings and comprises wherein the at least one computer
processor being configured to select based on said earnings being
positive over a period of time.  114. The system of claim 108,
wherein: said select comprises wherein the at least one computer
processor being configured to sort said plurality of financial
objects into one or more sets of financial objects based on said at
least one objective measure of scale.  115. The system of claim 108,
wherein: said select comprises wherein the at least one computer
processor being configured to sort said plurality of financial
objects into one or more sets of financial objects based on a
derivative of said at least one objective measure of scale.  116. The
system of claim 108, wherein: said weight based on said at least one
objective measure of scale comprises wherein the at least one
computer processor being configured to weight based on any dividends.
117. The system of claim 108, wherein: said weight based on said at
least one objective measure of scale comprises wherein the at least
one computer processor being configured to weight based on earnings.
118. The system of claim 108, wherein: said select comprises wherein
the at least one computer processor being configured to select a
plurality of said financial objects to construct an index of
financial objects from a universe of said entities or said financial
objects.  119. The system of claim 118, wherein: said universe
comprises at least one of: a sector, a market, a market sector, an
industry sector, a geographic sector, an international sector, a
sub-industry sector, a government issue sector or a tax-exempt
sector. 




