METHOD AND SYSTEM FOR CALCULATI NGAN | NTRADAY

| NDI CATI VEVALUEOF LEVERAGED BULLI SH AND BEARI SH
WEXO6ANBE2 TRADED FUNDS CROSS- REFERENCE TO RELAREDUS2006/012717

APPLI CATI ONS [0001] This application clains the

benefit of priority under 35 U.S.C. 11 9(e) of

provi si onal application serial nunber 60/668, 601 filed
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are traded intraday throughout the exchange trading
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ETF s” or “Bearlsh ETFs” and together “Bulhsh and Bearish ETFS”) have only been

proposed recently.

SUMMARY OF THE INVENTION

[0004] In certain embodiments the present invention relates to a computer
implemented method of calculating and using an intraday value of a Bullish ETF for
arbitrage purposes, comprising the steps of: calculating, or having calculated, an
intraday current value of all the equity securities in the ETF; calculating, or having
calculated, mark to market gains or losses of at least one derivative product;
retrieving, or having retrieved, an accumulated loss-or gain of the at least one

derivative product; retrieving other cash equivalent amounts; determining, or having

-1-



mar ket gains or |osses of the at | east one derivative
product; and other cash equival ent anpunts; and using

wo b@edesoer m ned i ntraday val ue of the ETF5by aP@BEUS3006/012717
for arbitrage purposes. [0005] In certain enbodi nents,
the derivative product conprises one or nore of a swap
contract, a forward contract a futures contract, an
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pur poses, conprising the steps of: cal culating, or
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cntgjfrrbf'érli g t he accunul ated | oss or gain, the mark to
RBdyEYSs or | osses of the at |east one derivative

product; and other cash equi val ent anobunts; and usi ng
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for arbitrage purposes. &{@glo In certain enbodi nents,
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applicable for Bullish ETFs); notional value of at
| [0669] Ohecegtaini c)théri evitbodinmehis; tthe peseat veniliat gdvides s computer

ain of the at ast one derivativ ro
g1mp1e:mented method o? using an ?ntraday value o a ear?s%céTF for arbitrage

purposes, comprising the steps of: calculating, or having calculated, mark to market
gains or losses of at least one derivative product; retrieving, or having retrieved, an
accumulated loss or gain of the at least one derivative product; retrieving, or having
retrieved, other cash equivalent amounts; determining, or having determined, the
intraday value of the ETF by combining the accumulated loss or gain, the mark to
market gains or losses of the at least one derivative product; and other cash equivalent

amounts; and using the determined intraday value of the ETF, by a party, for arbitrage

purposes.



and ot her cash equival ent anpbunts. The recei ved HV
File is used to determi ne an intraday val ue of the ETF

wbyoosodosni ng the cal cul ated i ntraday current PEI/US2008/012717

all the equity securities (only applicable for Bullish
ETFs), the accunulated |oss or gain, the mark to
mar ket gains or losses of the at |east one derivative
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artdtrasd fi@p@es.i nt raday i ndi cative value of a bullish
exchange traded fund ("ETF") for arbitrage purposes
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current val ue of he equity securities, the
Rewlugtlaad ether eash equglanhammts, laed (Arkridicatly seatlingshe sreated

. one derivative product; and code for
ElfsVEP %%Othécfé{%ﬂgr‘?i ned i ntraday val ue of the ETF5by a

party, for arbitrage purposes.[0013] Certain other

¢o01Qfli Gentakn qanisodimienta peosiideiy £ corhpteiaiehdabieeiedinthigmwing
progr am ode regor ded t heregn for cal cul ati né; and
BEERyn &H § Trepuigd fherer foneallating and usingangalpdayyndicative value
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when executed on a conputi ng” system e program code
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market gains or losses of at least one derivative product; code for retrieving an
accumulated loss or gain of at least one derivative product; code for determining the
intraday indicative value of the ETF by combining the calculated intraday current
value of all the equity se;:urities, the accumulated loss ar gain and the mark to market
gains of the at least one derivative product; and code for using the determined

intraday value of the ETF, by a party, for arbitrage purposes.



| oss or gain of at |east one derivative product; code

for determning the intraday indicative value of the
WEIehyso6nnbi ni ng t he accunul ated | oss or gai nPENUS100&012717

mark to market gains of the at |east one derivative

product; and code for using the determ ned intraday

val ue of the ETF, by a party, for arbitrage purposes.
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determ nation for arbitrage purposes.

[0015] Certain other embodiments provide a system for calculating and using an

intraday indicative value (“IIV°) of a bearish exchange traded fund (“ETF”) for

arbitrage purposes, including: a communication unit configured to receive an IV file
comprising a notional value of at least one derivative product, an accumulated loss or
gain of the least one derivative product, and other cash equivalent amounts; a
computing unit configured to calculate mark to marked gains or losses of the at least
one derivative product, retrieve an accumulated loss or gain of the at least one

derivative product, and determine the IIV of the ETF by combining the accumulated

-4-



BRI EF DESCRI PTI ON OF THE DRAW NGS [ 0016] The

acconpanyi ng drawi ngs, which are incorporated in and
w@omsiiogoet e a part of the specification, ill usPe€HUS2006/012717

enbodi nents of the invention and together with the

description, serve to explain the principles of the

i nventi on. [0017] Figures 1 and 2 show fornmats of an

TR b o KOORE) oy Mo MR PR s

fRhegother cakh b@l%ld’lt@ﬁfoalm tah@%ald ebtphitirgd @fit ddnigsi<dR6 cOipare the
cal cul at]i Eg exenpl ary data. [0019] Figures

AN, pfthg Ef o g n&@‘k’é‘r@hﬁ%ﬁm‘? Tl omrenes share hpsintoympcse es s

f 52151%]] eem ng Bullish and Beari sh
E#@Hﬁ“?%%gg?gﬁ?g%$ %%gV|des exenpl ary cal cul ations
of the bal ancing anount for a Bullish ETF. [0021]
Figure 7 il uBRIEFIESCRIRIGOPOOE EHE DR AWRNGE! i ¢
conmputing system connected to a general purpose
- §006] r Arheccreh pamy kg dﬁﬁﬂg&ﬁﬂlﬁm&%@te@n AiEconstitute a part

R L ol i St
ae&n%ﬁaﬁ's%i%% §1€1§fﬁdch npﬁﬁaggs anghe TRl f O

cal culating and transnitti val ues of the bullish and

beari sh ETFs that nay be used for arbitrage purposes
N ThatFigired trah? shew Karmts ofranteremplaBTHY Hilte
facilitated.[0023] Exanples of such Bullish and

e S T T e S

anldulatien.per cent ages | i sted bel ow are exenplary only
and the principles of the present invention woul d

FEEist ab Je iagrogh BeC FIrass 1 SoHE ORFICUIAie din orRbpemplary

QRj.ective for a Bullish or Bearish ETF is to track a
percent age of the performance of the index, with the
percentage being any nultiple greater than, equal to
0019 s ignesd aDSmesf dmgremp &t diustiaiesxemplanepieness floyismy

cpe%ﬁng aJJ] redgf?mfn%\ﬁurl] sh % lfgaﬁg’h Bt rrpl es.

[0020] Figure 6 provides exemplary calculations of the balancing amount for a
Bullish ETF.

[0021] Figure 7 illustrates the components of a generic computing system connected

to a general purpose electronic network.
DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS
Introduction

[0022] In certain embodiments, the présent invention relates to Bullish and Bearish
ETFs and systems and method for calculating and transmitting values of the bullish
and bearish ETFs that may be used for arbitrage purposes so that efficient markets for
these ETFs are facilitated.



Name | nvestnment Cbjective Bullish ETFs Utra S&P 500
ProShares +200% of the performance of S&P500 I ndex on
wa2aaildgpebasi s U tra QU ProShares +200% of t hBCT/US2006/012717
per formance of Nasdagl OO I ndex on a daily basis Utra
Dow 30 ProShares +200% of the performance of Dow Jones
Industrial Average on a daily basis Utra Md-Cap 400
S&PM dCa 400

AR 5 Sl G BE L P TRRR 0l SEPM ACaPA00 s wel-

Pkﬁ&hﬁl irexesl&i0 %t beldie RhS WY ‘E@'ﬁ@ﬁ%d%a’c %‘Fép l?rigghels RA§ %N
a daily basis Short QQQ ProShares -100¢

pe?%mmd@tedfbem @r@@@@plamd exlyand ﬂlecmmcyplemfthe Bfesert

erfo mance of w Jones
Rt Bor BB ot b Gl R w4 Pedes OB by
PooSHal&bin- t]ié)@% fﬁle investprhi 6tjeaive €010 BRUMOABBRADETF is to
on a daily. basis Utrashort S&P 500 ProShares

! E@@éﬁ Byrestfpes R the perigmanes ofdhpiiox, ‘Mkﬂ]@e theqieregntige bying any
basitflébienRs E}%Na Ko Fé{égép 510030919’

per f or mance of x on a
Uindews ibe folmngﬁeléomsreaamples 200% of t he performance

of; Dow Jones | ndustri al

Aver age on daily basis
short M d-Cap 400 Pr o%&@&—@g@&w“ t he

F}fg%n%cg of the underlying

pBufligh

mapge of S&PM dCar 400 I ndex on a daily basis

[ D02AS & PIeD PbGisesand rranagg@@ﬁ of Ye FekfoimafOUbf €8:P500 Index on
VaphiBHgasisechni cal  processes

Ultra QQQ ProShares

on a daily basis

Ultra Dow 30 ProShares
Industrial Average on a daily basis
Ultra Mid-Cap 400 ProShares
Index on a daily basis

Bearish ETFs

Short S&P 500 ProShares

a daily basis

Short QQQ ProShares

on a daily basis

Short Dow 30 ProShares
Industrial Average on a daily basis
Short Mid-Cap 400 ProShares
Index on a daily basis

UltraShort S&P 500 ProShares

a daily basis

UltraShort QQQ ProShares

on a daily basis

UltraShort Dow 30 ProShares
Industrial Average on a daily basis
UltraShort Mid-Cap 400 ProShares
Index on a daily basis

+200% of the performance of Nasdaq100 Index
+200% of the performance of Dow Jones

+200% of the performance of S&PMidCap400

-100% of the performance of S&P500 Index on

-100% of the performance of Nasdaq100 Index

-100% of the performance of Dow Jones

-100% of the performance of S&PMidCap400

-200% of the performance of S&P500 Index on
-200% of the performance of Nasdaq100 Index
-200% of the performance of Dow Jones

-200% of the performance of S&PMidCap400

[0024] Operations and management of ETFs require various technical processes to

ensure the effectiveness of intended product design. More specifically, as the shares
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ensure the effectiveness of intended product design.
More specifically, as the sharesof the ETFs are traded
worotanodBszhange, their trading prices are suppPGBEUS1006/012717
stay close to the "fair value" of the shares
t hroughout the trading hours. Various processes need
to be in place to achieve that result [ 0025] In order
ETFs

:@é@;‘ﬁ@ve e{hﬁ‘g‘? %‘5@2 %g}%@g% eé%ﬁ‘?ﬂ{) %qstafr%ag)pose% to spay close

a6 thethir @8luEY of 1he shaisd ihkelicheiahe ffEdhlﬁQ‘ho@t@r WatloB@Plosesses need
which are typically nmajor brokers-deal ers and

ithbe in plaeq torghiese thagesslt. t he i nportant mechani sms t hat

all ow effective arbitrage activities are: near

i I
JE8L, e BiRq MRS el IS of) B oitchBftoms
neathkaossage éfﬁecdivs atbétsaxd activitded lay theiinstititorhihmatkat paticipants,

&ﬁa&%&%@a g@?@@r/ﬁe@g 9 S%ﬁ%ﬁ?lglﬁ%e@g ifm‘a of the
BRbitsih nEe-EﬁﬁmsltaQ AR a1 @ﬁ@étﬁi@%r% C%Er SHh [RGB n¥aBARime

conpared to other existing tal n enbodi nents
dftradey Ipndiestaret Valne EAIV'O wa}gubuom end, fonpimsious fipeation/Redemption.

R BB Ot B anii s AP Culbe” B B B RS0 Bt pherin

to processes that are currently available with respect

t[OOI(i] hess &E5E®sedParderthin dnitddpadrty &ith m&spa@tew théBwléish ETFs and
Cal culation for Bullish ETFs A Definition and

rBﬂaesleTFﬁ/ thesgachanisma wgek ditiseadly mhsasompareddo pther existing
|
S, Rerbth afodinBil ot Yol Oin o} Fvid Sl abE Chip Rl

(itnidPedfiontquicteclstiques and aeedssentodensune (ad) teastteqaomatent accachey and

ti cl osing. prices and/or fair | ues t.ne

S yeSs i b rousenes s el SNaalBls il ssiect o other
. hugigness day. [0028] Unlike the traditional nutua

funds, shares of ETFs trade on the exchanges

t hr oughout the trading hours and the estl rmt ed

rRegk Lt i me adigativefintrad FRluej (FIEVAD fGal 1 :

single share is calculated and dlssen1nated by athird

par Ay Refinitiemhang roleef®Ymary Li sting Exchange for the

ETF). This estinmated real-tinme value is called "HV',

A8 Robimgsl TpdebBlncad T Fisimily o fdmaemml mutual funds,

¢ k >)h k
STt R il oM RS et e AR NP P share,
Hasid ¢ibe ﬁh‘{bﬁﬁit dJohd fixedhirh® cldin L%?ﬁ)ldﬁ ad/60fafrefaBiek @€ tHeO

as Underlylng Tradi ng Val ue anong sone mar ket
pasurities paldtis ; thq fund lonee pgsgey @atevw bypingsstda®. term HV i s
used.

[0028] Unlike the traditional mutual funds, shares of ETFs trade on the exchanges

throughout the trading hours, and the “estimated real-time value” of the ETF, in terms
of value per single share is calculated and disseminated by a third party (typically the
Primary Listing Exchange for the ETF). This estimated real-time value is called
“IIV”, and is typically updated frequently, for example, every 15 seconds during

market hours (market makers are able to calculate II'V on a real-time basis). It should



[0029] GCenerally, HV is calculated by val uing the

sanpl e subset of the assets held in the ETF at current
w@eoosaesoduri ng t he market hours. This cal cul at PONUS2006/012717

nmet hodol ogy is simlar to the basic concept enpl oyed

to calculate an official closing NAV (at the end of

t he busi ness day) requi red for both traditional nutual

ETF Th f HV b
¢ 18 el BRI Bt Bt iined Thes 2P nestyiabasings alhe (UTVY
Ofafiofk 8bm6 skl Yafidipafls, fnhtﬁls%}; hcz{tfg)g%glg 1R t&rﬁf‘ﬁ? i D%,

these HV figures tothe trading price
' one woul d know whet her the current

r fj&&ect ive ETFs
hg Groerdly( BV ipralculgted M.vgbz)mgaﬂle aarpp}etsubmt af thEBBsets held

e C
3 g oS e ALYy O S S oty
s lnimvidar $4 00 brasmpan@qbt élﬁplob?ed mﬂ@mbt@am aﬂi&il c&ﬁ%TNAva(at the end
ﬁgﬁ’g ul ar msnt uld indicate that the F

USnEss; b@aug@ for beih iraditions] mugyal finds ghé porpdemienal
t Imaps U hRrdBle 1Vab4d8q 1f1 tl%lfpﬁm)ck{sg%ﬁ&r}ceg L %l(?t)g QnfsP dqfal'to the

‘important rofe for t e I nstitut
paffididichsitesNANofdheETEady to engage in the arbitrage
activities when the opportunities arise. These

o R0} By R Bnefife et Bt ke Peding e e spective ETFs,
aohé Woaldeuos: Wl@"!ﬁ‘eerle Elteenk BMdinB phibd Eﬂr'b@dlﬁék prlce of a particular
participants are "Authorized Particrpants ( } V\R

cBAFys gpremivan prgisequabelativiedo its inglicative lremdhtw vaduek dftor example,

[ ETF
alégﬁ ABE ng%l? %1{@%8%[11@6 513{1 L.tltegzo th[ehqélf)[égéoﬁlcg rogg @e %t@lmtlcular
Oﬁlonﬂade etnwéde Irl]lhdlciz_:at_;t_dﬂlz ElaEtTlE ESIflhslﬁffﬁes@td;] @&‘de]rc]l)ét Phettufh@e | b.'tnéjmgher
that jissyes. the urther herein, provid
a%?ettllhﬁlﬁ efF“l’ifV%]tuﬁﬁif%&)a))f the role of APs wth respect

to creation and redenption of ETF shares directly with

t 31 P NAVsBeionday@i BnfRtabflofeHR bR ihhRuBGH F‘f?grl?et 'ﬁ'%(ﬁfc%ants who

critical for these participants since It
t gedeady\ie kpgagada s arbitiape katvithamkvleg thedprtuinttica geise. These

- ur.n, keeps .t he radln rlce of
b g Dbt bl T SRR e Giohdrii shekiflises
Smak&s and dthey afb;l@a%hrst hosge SPRBORSY r“n@‘ﬂltﬁﬁﬁ rtﬁ%ﬁfsed%
when conpared to t erS|stent and significant

%H‘Hi%eél SElripants Gl sYywhp eatsy owlribie iapattant ﬂmchomg fncluding

exc kgﬁrélgfémg Qﬁd . b%?% ?fﬂgltlte%?J Enghue re gxggkeﬂ ac%l‘%lgﬁ Y fheonly

sentities flabcdn oreata(tiy) bageesn (Rl ile T T aﬁaréshﬁreoq? SRt fund
the_ shares of the closed end funds

F ff
TeCingist Bl Fartl ke aanBeptonids sdiiengermation of the role

of APs with respect to creation and redemption of ETF shares directly with the fund.

Being able to calculate the accurate IIV is critical for these participants since it allows
them to actively engége in market making and arbitrage activities, which in turn,
keeps the trading price of the ETF shares close to the real-time fair value. The success
and value of this mechanism becomes apparent when compared to the persistent and
significant premium/discount facing closed-end funds. Although the shares of the

closed-end funds also trade on the exchanges, the “closed” structure does not provide

-8-



B. 11V Cal cul ati on Met hodol ogy for Conventi onal

| ndex- Based ETFs [0032] To facilitate the cal cul ation
w@boobhid8o6Dr a share of a conventional ETF, thePEWBES2006/012717

advisor, with the coll aboration of the |Index Receipt

Agent, prepares and transmts a specially formatted

file, known as the "Portfolio Conposition File (PCF)",

t i onal ,Securitjes C .ear.i Cor tion

( oo LD i el e s B0 o D since the
dah@esef theicld3ed\ridcings iBitycd ie

t he Iel V of t hg ETF thr oué%%ﬁt@{%%dgﬁggﬁge %%Jg%%&rg%e

t he %uafvgghdi ngs information in the data set (held by
the BT culation Methogology for ¢ anventional Judex-Baswml WEFs

P i S. d i ngl
P B2 | O Tefhiate fhe ek iegion obiTVyion b dbire o8 5 0prBa00D ETF, the
t @i ' t Creati
@@F%V%B ,tvl;lﬁ‘l fd Eolld%r&f%'il cﬁ Ig{é ligg)?glgén@ ncl)é%etng p6?,p%?eesldagl m

S
Uni t I's the mnimumsize t
f transnsitrer greciiily datlaptedifild) kibem 9§ telPortolio Csthpssigd FIRY(PCF)”,

t@ehuﬁtts. r[s rect transactions with the ETF are
t YpingdTatpngleguies flearing ¢ eroarasion (NP €Coreach businesadppnPCF
UBbzitgink Brc@ﬁhg_tbt@&htﬁ%t Vi Which a thitd {)ﬂ%’éﬁ%ﬁfsg (lgc?c:atlﬁfégt\é LHlefv of

details of direct transactions w
c thediThthrenghoutbeprading hofirsEitke sirafuad hotdymisdafoatioh in the data

' ni Lt ri ce.of  one sha is $100,
t eg%{‘/%{f ﬁg Haer ﬁi@edoéﬁ 88{1&8%% ring the ferss P# eg#y-50, 000
shares, would be $5, 000, 000. G her investors who do

n{03BRY &he ROFESs. d t@ fepidrenesihgle t K i
OSB3 s gl e DA il

not acti as APs can buy and se

| BQHSégFSz@nsS%aQQOfS@P@ﬁ of fh@éﬂy I larcedtinsmhedimentsa Graation Unit is the
%6 | : 34] The, PCE be
CHPRAESE DGPAPP ol Bhhe ERAELR ol PR 0 B cr
strattemafing the wiitoc Dirkctangaivons Mi)the ETBee Bpically 68lydemitted

ble to. d the PCF of ETE f NSCC, th
e fioli P Dessbdf s diauelhan P Hartisaihdrsatamerovides

PadthilsCofl decETdnshdons W@Tﬁ%t)ﬁlg rc%'eaﬁ@ﬁ o rﬁgg‘tnéﬁg’?] 8f ETF shares

PCFs, APs and exchanges are a o calcu
adrisallyenfaestionddnits)i Hghe prcealofi dneghireds $ 100 ttegyahelstone

[ venti onal ] -based ETFs, simlar to . ‘
t%gﬁ%‘? @ﬁ%ﬁ C?“ﬁ‘&ﬁ’i%g B%é@%f?fﬁﬁt wp d’§,$5g®wé¥)§| (Qfherdpyestors

t Who §6ABL 15676 Wikt heabéiTHshAes tL@HeHnARA af i

Under | yi n]gﬁl ndgx t hat thse fund tracks. aA%&Egtgllgd%Sa'?PS can buy

cagrpellithe BRL shares @y it siges gifferans $taod drentipaniniyien the exchanges
ntﬂﬁﬁ% & ot her short-term cash instrunents.

Ther P?Ee{eﬁrtogéersfdata set shown in a PCF represents a
proportional subset of the ETF s entire asset

sl0034]t uTles PQF apgritei domafl@ldgd by all entities with a link to the NSCC system
(e.g. stock exchanges, APs). These entities are able to download the PCF of an ETF
from NSCC, upon the receipt and processing of databby the NSCC from the particular
ETF investment advisor. Based on these PCFs, APs and exchanges are able to

calculate an accurate near real-time IIV during the trading hours.

[0035] Conventional index-based ETFs, similar to traditional index-based mutual
funds, generally hold the same securities that are contained in the Underlying Index

that the fund tracks. Any residual cash, if any, is typically invested in various money-
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prepared in ternms of one Creation Unit. [0036] IIV for

the conventional ETFs are determ ned by the foll ow ng
WwWG@Lt@pdao8o6t ) cal cul ating the current val ue of tPET/US2006/012717

Deposit List (list of the securities as provided in

PCF) based on the last sale prices, (ii) adding the

anount calculated in (i) above to the estimated

SHRRe PR ROt S50 SRR e B e el b

BfreSdntal %‘oﬁ%ﬁm‘ﬁ@i HBsdNf HRE TR BRtire @bsed Hﬁ[&&epﬁb?ortlonately :
Creatl on t Aggregation (which is the nunber o

giveirased weermey efanedrrediningYnif.n order to obtain the
esti mat ed current value on a per share basis. C. W

jgc A aitIVCfBr Mé Bg\ge?{tlggé’l E‘"ﬁfs aﬁé’hétérﬁﬁn%-rffhﬂquﬁg&ung@teps @)

dance wth aln enbodi nents o
|dakﬁwn|ng he ¢drrent saloe bbHthe dl)@oi;mlsfss (lishef the Vecnmitlem haprogided in

‘ ao! 3/ %?%s& ?qllg érllg)qs @i gqrfhlnglzor exam) chlgteltadn (i) above to the
aégmn% 5 C%Q&?gpoﬁéy fnla&epﬁ{s{r&hem e é%waeu Hm@pfj ¥iaRgvd Aidex

on a asi's. That is, |ish ETF seeks to
ammléaztefea/agm, andtheh (&3 dtvluhng ths ceomdatiove vahie bfyéh@wnbsreof shares

e tivion Ui Beae BRI Whie Ao Rb o theeacing ez ip in

td18e6 OBRIM AR sliRAARYuaaE vaiR onl fRer PRArk Bgki{.dai | y
basis) may be varied wi thout significantly altering

the principles of the present invention. [0038] In
or déh BY GeplagieniMethodelgay der Belish BJES(i . c. . f or

exanpl e 2009, the proposed Bullish ETF utilizes
WELE usInfaCﬁfaﬁdém%ﬂ with sertaigherbedimients |of thegewat inyartiape this

| &dihgélg&sttﬁe ﬁqudaic)ﬁl %1%& %étﬁ({d%%gyrfop?ﬁﬁﬁisﬂ%'ﬂﬁ SFor example,
por 0

0 exposure
phe hﬁ/l’etmmnabbjéantehﬁ at&rlgsh“ E‘HF heydeag echig@QR@Ps bfthe

confrast, con tiqnal ETFs ge al.ly_do.not g e
S OPRR e gnSRUEL Snadndgh oh aany atis B datgsBanioN ETH Secks

TReERERL & ﬁalﬁ‘lr&ﬁ 104yt i ddes OP @&E ré#@&gzet@élﬁ &eloss of the underlying

conventi o ETFS) Is sinply t ['1st of equit
da&d:x greg daily basss. O’f’@umr omklliedrmahe ot wohld @@%rmiﬁ:athatl the

SRR o0 dnd BE R Py MAD wrlis DBy PEX A RithSit o

gﬁﬁmnﬂyra\h@ﬂhg e ﬁiiﬂciPl@sQﬁtﬁ&ﬁreﬁéiﬁlﬂWﬁ@&ﬁnem of the
lish and Beari sh [0040] As a result in

certaln enbodi nents, the present invention provides

fi0P38) shyaderte achiewe thedpraeted [ayerage éi-e, fop cxamile SARH. the
' t}ﬁgp(}? G BRidh PR ulifzR QQM&&%&H&M instruments, including derivatives, in

addition to equity securities in managing the portfolio exposure and to capture a

movement proportional to the targeted leverage.

[0039] In contrast, conventional ETFs generally do not carry the derivative products
as part of their holdings. Therefore, the data in the PCF (used by the conventional
ETFs) is simply the list of equity or debt securities. The current format of the PCF
that is compatible with the NSCC system is not designed to accommodate the various
derivative contracts that the present invention utilizes for the management of the
Bullish and Bearish ETFs.
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adequate data set for HV calculation of a Bullish ETF.
The HV File is designed to provide detail ed

w0 pdoen1omb: on about the derivatives positions iPCT/82006/012717

Bul lish ETF and all other information that is
necessary for the accurate near real-tinme HV
cal cul ation. [0041] Figure 1 shows an exenplary format

HY Fi | lOO t hat [
T, s b iosBie Pnst iR oottt B rkPbah GERith woyides for
Pepathid e, exaldal e/ Pile,hesipislcabst (ByYPOBIaS atway t8 gt@h&l@an
200) t hat may be used in the HV File. It shoul

rideants fate setifgiil¥ calculation of a Ballishdiy. aFlye BN | Kjledndedgnred to

- & q

At AR Ul SERIORUEE BRSO e and
chesiinfermeati@asthat ipactessdry fdrahpaeamind nean veaditingenlIVAsalculation.
shown in Figure 1, the exenpl ary file format 100 is

PB4 i BB A6 S RBEIognar YRIL FRE B LG e sed in

ARERnCRIHRABRETS bf‘ﬂile ?%s@ﬁqﬂvéhftloh R&d Pﬁg%g@l’ Proidis %Blamples of
represent data f ure 2 provides exanples of

~ Hadarh @nméaml@rls(landa@y ARt atrma,y treused s thetY Edei H sbaeld be

f . th t t at
PRGNy h e 2 SRR Bl TR E TR 3 gty o
g%rn&ezaanbhé otitF AbeiSickiiehs tayd elterhatswediatllof wiHieH arg@yYndidered as a
in data fields (correspondi ng to specific

sl tho Prasrnt Hvestiaheds shave in Fgue l; Pejegpmplary fite format 100 is
Eﬁliae?g'tér?rlg@lﬂg heddafs i ov&gﬁ%%%ﬁ%ﬂ?g% 1&;%%2h%ﬁ?)eang%h}éummbols
eme palues rdpoe mhmg d@dth cornsposting tegagh ofi flerheaddre (whith tdpeesent

enti TE. ass opposed .t o subset of th
pcﬂaap‘%éég igirg §é?‘§3?w$§lﬁqu of ie%wt hgagersand symbols may be
%ﬁytﬁwdqwne %{ﬁ%oﬁinhe@& of th c@ﬁ?ﬁfe? um@meﬁ{a%@ svthefpréseﬁt

HV cal cul ati on. prepared interms
ahventien CF eacxamplurth@ tabledZO@e(lm&gerea’&) allm@tate@ thehiyoe gﬁsymbols that

NSCC. |t at  the .conce

aRebs wisr 30 dite Zeh s GGG o PEgrEaed ShRerppatios a
Idwérmﬁt&%d Meshiflast oF thE PHR%S kEbslySt em usi ng

- techni ques that are well known to those skilled in the
skilled in the art would al so reco n| ze t hat

t
glb%?dm Tllge dilydi Vi diile ga ke migvided Ha gl ssejire av Pl iy pespared to
ts‘ﬁow "f’i]r{ﬁghéceggarrgflﬁ&ﬁa 13 dMheFdnkife £ aE@asV\%{ ﬁgﬂggato a subset of

ess conmuni cat| ons
tthe pmq)bsrgll EEF agsets§ohichdec@daihal inen @npemtionaf PCRile), to ensure the

ehaRohat B L8 b4l itk he BUERACHEN & pigpatpdyateims of one
C@x‘e SlrAURH an@bOBAle E%iabfe' tﬁig VENN SICRY Ukt 5Ro@bE nBek (R the

HV Files to cal culate the
concept of an ITV File represents a formulaic or logical file which is implemented in a

data processing system using techniques that are well known to those skilled in the
art. One skilled in the art would also recognize that streaming or other evolving
technologies may be used to transmit or access an IV File (using wireline, optical, or
wireless communications) and all such technologies are considered to be a part of the

present invention.
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of Bullish ETFs. Alternatively, as would be recognized
by one skilled in the art, the relevant infornmation

wo eaaitodee2 PCF file may be included in the |1V PCT/ESH06/012717

that one logical file contains all the informtion
required to conpute the HV of the bullish ETF. As
shown in Figure 3A, in certain enbodinents, the HV is

m.ped by the fol i t vor (] 302,
S ¥ ane®on Amereho Ber v R tinhen By S rnave
S@RMlEtdd, eSndaetdd]-B¥hel ) Fhlird Yot HCRUR MV Fileh & calculate the TV
percent age change in the value of the Deposit List

(afadlishsETHre Alteypativielys es wionld; kesrepnramigeddy dng skibled picihp art, the

DR AR R B R PEE 0SB MR e i e ¥t Epne

tlb?idhlrﬁle @Bnthine aP KhOihfdrimadon eeqiyd (Bconpiay TV iofi tHd\bullish
File), (ii) In step 304, calculating the

rklic- t o- mar ket gains or |osses fromthe ETF s total
return equity index swap exposure based on the

PES ShP 2A8E iPlerfaltferbififiibits e VIR HeRAM i Dy the

previ ous 81. "s notional values of the swap contracts,
i follawing steplso(ijoln stepci02ETHclatingthe pstivatod sument'vglue of equity

tional val ug’i ided.in, th File). It.shauld
el e R e Sltisgs PoreladegrEheoisnf AU} re
&Rt Tidtidhat sty IR 0P ecRvifies proemde WHhRIPCIgand abplykg that

contracts such as forwards and contracts for
defgantagavelue tp the)totahvalte pf the #quity sesuitiescinithe ERY as péthe close of

-1 0- i | ; . :
G TR O o A BRSO eyt
ﬁt&ilé g@glt-t?#ﬁiaug gﬁinjs' fbﬁlofssets lffcﬁg the B8 tom@trbmngecpmytind?;t swap

e e , 1f any, and t VI QUS 's .va .
PSR batsdion; tB%BGYE%a%’T Q%\?ng‘e%&ﬁﬁ Uingeriying }Qc?e{‘i apgl thgprevious
S5 A6 AR A bt S (b prvins
i day? Lnkeionhhvealsana pravadddsin thaB Vi) Getould bevored thyt theosame

i ye, at, | ue, t 308, .di vi di t.hat
il s ls® frld € it stnulsf SRR HEBBYT et e
F%énﬁ‘abt@ SudtPasABEviras Ml??dh%éti@ F‘ér ditfeRBEe. NAIA stdpCRA41so

These four steps are also illustrated as steps 310-340
i cal@ilagingehaBarhiccmadisbgaing prelosssp foamfuturas afd/ermsiens positions

teps. t Q, an..exe ry cal cul atj 0 I .
SRR PSR B O 0y o AR L o
f ¢ffadts GEIdSNthe FAFUHE a@Y, dnldehs peviout d&F s ivalok bd eethi positioas (as
PCF g(ys account i n? for the f{;er cent age_ change 6 1% in t_h,?
i protiisled an By il 18) I sier, 4001 adding theevaliss e () (&), agd (iii) above
SEHA dslitnGRd st e{}ﬁo&%whf‘%tcg‘sht B AT I swap costs) (as
provided in ITV File) to arrive at a value, and (v) in step 308, dividing that value by
the total shares outstanding (as provided in ITV File) to obtain the current IIV per

share.

[0044] These four steps are also illustrated as steps 310-340 in Figure 3B which
shows the application of these steps to an exemplary calculation of an ITIV. In step
310, a current value of the equities is calculated from a current value of the securities

included in the PCF by accounting for the percentage change (1% in the illustrated
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change applied to the previous day's value of total

securities in the HV File. In step 320, the current
wW@2006308962 | o0sses fromthe swaps and futures arBCT/US2006/012717

calculated to derive a mark-to-market gain or |oss for

the swaps and the futures. In step 330, the current

total net assets are cal cul ated by addi ng the total

SRR e ob b Sepaviist 6P b Vi (g petcstage
%ﬁﬁgée ap%h@ci: Jg}’ﬂilb ggea/fcgl\;) Qit)a%’ shMARRIR Rt Rcurd i ih ATV le. In step

e total nunber of shares
, cmt)sﬁmmdrrmg. gamsa]rdossai faomttheeswaps ped fighees ere ®lculated to derive a

ul ati n N@th ol for sh ETFs_ [ 004
E§’P TR EC (ﬂ?}f{g e’fo gﬁmegwgg%? ai %FEI sep g})g -Eﬁe current
Q&!al B4 GssciPdre %él@ﬁﬁ{eﬁ byladdg%he RaltviRiePef {h@reqameg thd galns or
the underlying index on a daily basis. That is,

dn@es ﬁymwt@e deniteativeecsmans dutuess, ecd and aetptha st @@%ufbﬁge cash).
?)[8 ) 68 ﬁ:gg‘ihggétgl %%3 aﬁ%ﬁs’ agfg ?TézY&doJ tfx{' g%g%ﬂb?ﬁ fs%ré%ldltsgpndlng

Mb @eriveedt $ige ITVQR46haré.n order to achieve the targeted
I everage, the present invention utilizes various

@i Ny EMenisionnardpdeigsSer Bk BERS, “hor de e
hﬁb&l@]g g’.ffhfay-{q%/g%;ep (?éépgygla:o Be poﬁﬁé’ﬁﬁ Igusndgggtlloﬁ%/gﬁleve for example,
d(ﬁ{GO\“/a)t Sf%fie gé@%tmge of the hﬁ&‘éﬁll&?ﬁﬁﬂé}%‘@ﬂ EiESy 981410 hat is, if the

In e Ulty securities tover cash is invested
i indeHgingdndex deardaeds hyrasdertunﬁmr@ntagn ohuadiertginrdayyithe lphisstive of

atglg gg rh ﬁT]é E{\fﬂl,\ ‘%q @chtfrg%?&) tflef I ]i)egceélgz}gﬁ a5 tg?t cf) %: Pﬁ vice

t‘;@ NSCC systemis not desi gned to accommodat e the
various derivative contracts that are used with the

present invention, certain enbodinents of the resei]
i [9046l i bmorﬁpw. aghlese thefanealed 1qverage. e peqfont ip\eogEiop Alihizes

h
s L

| ekl Mo Bthbhﬁvbrch[ StotoE$480%) bontfoéuo emposmraiseachlle%d through
calculation. Structure of the 1]V F Bea

EEips SIngugp BB, TSHY FERVAUC PR e 5#@&3%@*@&“8 do
t c
‘ ﬂ(gt E\I%J glsgbaﬁg secuffties, h?[’g?fek Bashli 9 Ested inh6 KEdRRY niaiadt

data re d to the equities is mssing
omstraments gdclufii 8 purtimse agregmedis.Fi | e may be provi ded
via a secured website and is prepared to

[0047] As the current format of the PCF (used with conventional ETFs) that is
compatible with the NSCC system is not designed to accommodate the various
derivative contracts that are used with the present invention, certain embodiments of
the present invention provide a separate file, named “IIV File,” that contain the
detailed information about the derivatives positions in the fund and all the other
information that are necessary for an accurate IIV calculation. Structure of the IIV
File for Bearish ETFs is substantially similar to the one prepared for the Bullish ETFs
as shown in Figures 1-2 except that the fields and data related to the equities is

missing or not used.
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show all the necessary information of the entire ETF
assets in order to ensure the accuracy of HV

w@ adosbsas: on. As Beari sh ETFs do not intend toPCTUSEING/012717
in equities, there is no need for a PCF to be prepared
for the Bearish ETFs. [0049] The Exchanges and APs (or
other third parties), using the HV File, can calcul ate

i the faollow ng . step..., (i) Cal cul atjng, ar.
0L P IR S SRt bih B Mk Mk ands psgared to
fshew dliNBe Bddessady triFb@hatioRlOFEH ek EYF lafi@in DY@ to ensure the
exposure based.on the percentage change to the

aselaeey PG Vicalsaletignd ASHieari&YeETgm do gefintend & inyastlin equities, there
Vi i £ el d by such ETF
(13‘}3? ?ﬁeﬁ%éﬁt@%ﬁg&%‘fﬁﬁglBe{?&?lquéfff 4 orovided in HV
~File). It should be noted that the sane calculation is
d0649]apphd Exthhngeastane rARsi(of bther thivd pertief), using the IV File, can
over -t he- count er rivative coniracts sych, as forwards
£t _%fhﬁ?fal@e%g o OTripg e o) %efqu%tlega & _aé{{rangng[ﬁfed[ the
B : ks RS
S e i A e b
dixpbare hased vatthepercerttagechengetd thealUnderbfing Indek andithegprevious
and/ or .opt.ions cantracts held by th F, I.f and
R oD@ P U B Facks oo Bt Py muct BEF oA brevious
RIa9W 1iRidnhlvakdé iEipkRided(ih TV FASIINghoulEbe/mdtetethaf the RarhE )
and (ii) above to an estimted cash amount (which cash
aabsuktionntaleel agplicddo sthgpsiguler Eyrme a8 operdhegewntpidariyative
Fi | rri val . fol diiwi 4l .
apfhon Socfids Sys Pt RuRrles™ |l el e paying
Hdloﬁidtai')é tﬁe](clnﬁ)ﬂkt-iﬁi-rﬁaﬂ(bte%a@rw dr ediﬁseé'?om&’ﬁt\mél sadhldl or Spﬁonsfpositions
Figure 3B f.or steps and an exenpl ary cal cul ati gn of an
R ke S dlsrange gﬁ%@%ﬂ’ﬁéiuﬁﬁmt‘ﬁﬁ%e qiRs Biyst, Plado/%reomwns
S fadd Roliy (hEETHIIRRL e BBl fayPE HLE Or bk g iofs as
Unbyided FeldV Hiley Gfi) AbéinPitlesedes lfrone (i) awdh (i) @b6@] toFmrestimated

b g R Rob R e iSRS B R e
Piravé sladydié, Eg&;] l@v‘f SRRiSIBAt Palbd By ﬁfea&aﬁﬂﬁré%’@at{taidg%_gs as

which is the y data set used 1 n conventiona

(wevided by ¥ tHileg foohtkia the aartent HVepaishiras Se¢ Figupee3B for steps and

i nf or ion . .he PCR.{il.e and _gontaj ns .additj,anal

v Ber R Bel O P SRR BBy gh bR Ryouta be no
S30E03 100t thRALS kalchlatibh of £ Be&isbiE Besinésthete Hré no bdMityFpdsétions
represents, in certain enbodi nents, the whole data set

t ingBearis E¥e 11V cal cul ati onsi nce no PCF i s needed
because the Bearish ETFs do not hold any equity

p@ﬁi‘q‘ﬁb §dStures of the Present Invention

[0050] For both Bullish and Bearish ETFs, the present invention provides a unique
IIV File. For Bullish ETFs, the provided IIV File supplements the standard PCF file
which is the only data set used in conventional ETFs (or alternatively the IIV file
contains all the information in the PCF file and contains additional information related
to the derivative positions and swap contracts). In the case of Bearish ETFs, ITV File

represents, in certain embodiments, the whole data set that enables the IIV calculation
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Figures 4-6 discussed further herein disclose the
process of using the IV File in the creation and

w0 e@enpiosoN process of the Bullish and Beari shr&lBS2006/012717
[0051] It should be noted that when cal cul ating the
daily NAV for the nutual funds and ETFs that contain
derivati ves positions, gains or |losses from

gg’é% \ég H?q@d{b%&tggh}e\(}% 1@1&@1%6 EP BIP@& S u% equ1 posmons

$h b i-3heguard feRBRihBreRPERc103 e ﬁrdééﬁsl ¢Fisiio thé TIW. File in the
That is, the periodic (for exanple, daily 1\%2' ns or

lcoation and tdemptionericessiaf WesBullieh eud Bpasiht rd and
accumul ated over the perlod of time during which the

IS L AL 1 OB Ot e RPN RO s
iaffl GYTFS tthed ﬂoﬂit&@ﬁleﬁlv@@vds pesitians; gaink at kﬂgesg"mm ﬂelmvatwes are
Iosses fromal l derlvatlvg§h§95|t|ons as, qf

Fibechidini NY o meermyalgd” Prsi assuppthg derty i pgtions are
| tgﬁbﬁﬁ@d%ﬁ&' i SEUA0NE o [EioABYiRR! Thal i83he pal AL HbPExample,

on an 1 nt aday basi s). Therefore,
plaidy) ghess eessee fharthes deﬂ@\patwhs mh caried domvecd m;nl actceldlulated over
ins. o psses. are vi ded
Afepaislon PRS T Wiyt e b AR aSaned A fosgon
dfiRedroReth dalbl e THY 67 Bli§losiueB a3 R WTFs thE ifof@fioh regarding
and 3B. "It should be noted that the cal cul ati on_of

"thafdccomulatadd gains g»a m@,esérom ol slegvatives pesitions; pyelend of the

d ed. ab
5P ARUDARRR0S, Bl be AbiERS e 8BS Bfhangs (o any
PastyRhe cakulhewie 1IN dﬁ @ﬂh&a@)tﬁ&@pﬁm&bgjﬁ ithe! ]]Ibiﬁle provides

figures only for the period between |ast ni
dhesierman by pihesh theserpscunpilatedieaing or e Qe cxample,

9&'&15%’5 @Fll cﬁ?e%ﬁ%m%ﬁgafonﬁ gt lofer hQktst BENGRL ialokues th@IIV File

rish ETFs are not avallable to the
farhat s}mvsfranrmglges hendaBc il ﬁbuldrbeeumahatbﬂlemelqu@tmn of “mark-

b) | b
 Bommalsr aaibe of et donfetpRlives desstib fpuR R bt S i
A&Y&ﬁﬂioﬁ%éfho&dﬁ?gléﬁ&Bﬁﬁfsh‘ETPfs A BehesH E’}?Fd:(fbleexample as shown

provi ded by the present invention can be used t '
dodigue 8BY, m«a‘hd@ﬂ @ueﬂctSh &gneyonkyrfor the peiipd b@weah éﬁst night’s

arish ETFs
AR5 G SRS TSt LAl 0P PN 00 o o
| tRE defipdtivedin the BallisAtane Bahssh EVRY dra lﬁbEa\Iatlalﬂe tditiecharty
party from any other source. Part Creati qualggfggas
ur

Recaifompingdhe ealvelation expopily ting P@HldE¢ﬂ3§ theyprsticu
fqrg{}mglei 8? LGtdth B9HBHEhAF thd hidSdnt AvenGSE "RE HinBlyORRS S

information from the IIV File provided by the present invention can be used to
accurately calculate the ITV for the Bullish and Bearish ETFs since the accumulated
losses and gains of the derivatives are provided in the IIV File and this information is

not otherwise available to a third party from any other source.

Part II. Creation and Redemption of Bullish and Bearish ETFs

[0052] Figures 4 and 5 are diagrams that illustrate exemplary process flows for

creating and redeeming Bullish and Bearish ETF shares with the statutory trust that
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creating and redeem ng Bullish and Beari sh ETF shares

Wth the statutory trust thatissues the particular ETF
W@ h@oassoel n practice, Bullish ETFs settle thropghub®@e12717

as illustrated in Figure 4 while Bearish ETFs do not

use the NSCC facility as illustrated in Figure 5. One

skilled in the art would recognize that the particular

tit] h th [ d '
e € bl B A5 o Broci. BofiBh Ed e RO pELNER L s
G AR i Fagurk BeiRR Beatiohl EXFP 86 het whettheNBTCab PP as illustrated
di scl osed herein in the creation and redenption

pR&igee 5S¢ &netSKéleEnFﬁle aﬂ; waHe sedosnizREws thetnagic s enbRes m
f ]

5o RAER ORE kSRS TRl SO R RRR D o o
tsneh Extitiea m@econlﬁﬁmmnEmfbo&%d péforbethd dinetions Yisélosed herein in
TTEHI ple of a "Creation Unit", which typically
dBnsieation yxd sdempigongparess forthe B4t on, t hese direct
creations and redenptions can only be initiated by APs

who Ahave %ﬁm@d% éﬁwﬁmﬁélﬁiﬁﬁﬂ??ragﬁﬁﬁmﬁhamﬁﬁxlﬂ%ed ETFs

ETF. The dollar value of a single Creation Uni

G@J] al %Mcﬁ%@?(%%t@nsé éi?ﬂi %11 e&gﬁltﬁtg)hﬁ a‘:/cg iR YRR R E}?dﬂange

, Creation
L]’raded/lamsﬂeﬂ?ﬂﬂ?) $8) HOdEemlY muklpfsi)oﬂm‘&lsaimm@m ” which

ool TR PO e b sy SHERL, &

trBdHSbns Reh bnlgrldéiiﬁih&ted Bg@ﬂﬁﬁwl%(ﬁﬁéte%@cdtéﬁ 4 Perticipant Agreement
secondar’ly%rmr et (e.g rimary listing exchange,

Bgr) thed? tTlmdcélaamlu@l p¥ @@lngierﬁra@ttorﬂdmt E@nemibr %ncmﬂs $dfmillion
T.
tJE) la% E%rr ix%g*g)? 2 J Eﬁ‘ll_é‘:\glﬁﬁ aﬁlAﬁp\/\Bér &t@é glﬁg o eg ©reation Unit

tdmmm%gloomlm@mmﬂoﬁomshﬁage activiti es and t her eby
effectively and efficiently keep the price of the ETF

har radedonteechanecloetotherelt
393%@8(¢1h95 1"HFStPT§éIP°E?¥f§fBBIFf it lﬁgg’smrahwga%*a ghe Find Shares
[iQng’eGs]eciﬁﬁg 8 Hatiets, t‘Ef B'ﬂ%ﬂﬁ%ﬁﬁ&s r ??a?fé%ké%ﬂ?ed% he secondary

transac on an - asis. , \Wien APs create
Ea#ketare the(irimary @aﬁmgﬁxchmmges ECN)Es notbavevanytdirgcETpact on the
sha S frglmal‘;,lulg statutory trust and deliver the

50@8 iopiog peci fied in PCF (which represent the
securities held by the ETF). Wien APs redeemthe ETF

J0e55s Thecontiaasusubilitpof 8 APHBRrapRStE@nOETHsBaret flddws APs
is, the APs exchange the ETF shares for the securities

Heleagasy in fthe ket making and anbiteage getivities athenelyr effpetively and
(g Eb Gobie ) TR S AR R b SE e e
ixhel easlue {lIVhef the®TF during the trading hours.

[0056] Generally, creations and redemptions are transacted on an “in-kind” basis.
When APs create ETF shares (in creation units), APs receive the ETF shares from the
statutory trust and deliver the securities as specified in PCF (which represent the
securities held by the ETF). When APs redeem the ETF shares (in creation units), the
opposite occurs, that is, the APs exchange the ETF shares for the securities held by
the ETF. If the values of the two (ETF shares vs. securities) do not match, cash is
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sides is called "Balancing Amount." [0057] Typically,
conventional index funds maintain "fully invested"
w@emcti0sens i n the securities that nmake up the PCT/US2006/012717
underlying index. As a result, alnpbst the entire
portion of the assets in the conventional index-based
ETFs conprises the equity or fixedinconme securities.
ref ' upt t hat '
RS sOistred Lo A0 AURMH0E B AR Hlay e 1B gt the owo
cideais catisd 6Balarclagrdimauns” of t he conventional ETFs. In
ot her words, the difference between the val ue of one
ian Unit and the value of the segurities |jsted .
T TRl s S oeb PR e s SRR - ol posiions in
G JeBurtid| that rﬁakeQéﬁﬂE LA BREERRE, ORs MRGHANIRIE BE entire portion
Bul I'i sh ETFs [0058] The Bul Iish ETFs seek to provide
@ theyassats/instherepnventiondl islexthesask BT ewunyaisds thepgniper fixed-

t for.exanple. doubl e (200%, the. daily, perfarnmance
OB oSt TR By St GOV o PR Bla ARy TR ve
phidngecqivddie gaseralliBdnedll ihehd creatiths b2 kdRdpBions M the tonventional
these ETFs is expected to be approximtely tw ce

b t
Bafee it aiger varlsgke éﬁffqrﬁ@elhqa@ewhmalum%@qee@reaw gn§ énd the
TRAEOS LA e PR S s S S50, g
smellent market value to the previous day's closing
value (4 pmofficial closing NAV for the Fund and 4 pm

or b1 SeteBlosRedRinptign Niffbagiin ol Belbgh Bidse no
TOBEB) o PP st ATy ing&piment feaR Bl decs and
bk, e thf adinfe, BUPR ’(20@@14(1%/ in{l}rf] fé&?orﬁlgﬁc@{)%tglt@ %{)}I’g]liecable ‘

nmonment ‘i s ‘expected to be at I cating

Brex. Jhetikbe percamta@dshansd 0ths egtinite$rebboime wabieolor I118) of
Wi C he percentage change, of t.he.index. [0059

et PO B AR R | SRR e S b R E pebRtoitie pp he
@baagxmg h@eX BCAFSAVSh heMEhaERuaRsht iRy @RIinEKARSE UrTheas
woul d be recognized by those skilled in the art. The

veireRntage igege da thiy sentoxt igeplewated by somparing the current market

. -t Q- 5 fol | omi. ] i

L

Aemutlosing prick forttheindoxlv ok bxamaple, d3siaxing Préviowsadayss WAV of the

%&Tﬁti; gf% ggilggrgrglgg gﬁeﬁugﬁaﬁ t%ﬁé?g}tll.g;m ]fiﬁé:,%rrglg(tsl iggregsgld q % from

Pavftus dapaiclose dt & batki it mbREM IiniAhY fa@he 8BAS 81TV B the
nit, sihce the gains or |osses FFom t he derfvatives

¥ at 8fat ewneht isrexpected to be at $102, indicating that the ETF’s value is up

2% (($102-$100)/$100), which is twice the percentage change of the index.

[0059] Bullish ETFs utilize various derivative products to obtain the necessary
leverage and target exposure as would be recognized by those skilled in the art. The
value of each derivative contract is “marked-to-market” each day, following the
change in the value Qf the underlying securities or index. As a result, unlike the
conventional index ETFs, value of the securities in the PCF (i.e., the securities held by

the ETF on a Creation Unit basis) may be significantly different from the value of one
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calculating the value of Creation Unit. It should be
noted that the PCF does not include any derivatives
WO pdoonoss: on. | n ot her words, the difference bRCTESIW06/012717

the value of the Securities fromPCF and the val ue of
the shares in the Creation Unit nmay be nuch greater
than in the case of conventional ETFs due to the

tnS| e use of derivagtives in,the.Bullish d ..
TS R s S5 G b S i A A B afiifhaed in
FaRalatihg tharldLob OkatiditUNid ishoid bdheotéd Bat HRPAINIdes 206
coul d even be 50% or higher. [0060] In order to

dedpdsanyidsriyatiyesinfopaniisn. lnetheaiver ifferenee btweerethe value
%D%e@cuhﬂé{seﬂ(%&?tfeﬁmﬂg V%lﬁg of @E%ﬁﬁjes EI th@@r@ﬂ[?ﬁ)'nr@ut may be

unt to I nc
Inevodrgrepter than inhthe cmwnbm\mnabneE'EHEEs dBa ltcamelemnm ugd of

iveies in s RS et SRRk Pesamaid e Tivpiens may be
?&&erttﬁ@n fpk ap ﬁie%hﬁr@‘{ﬁ@ C51i8n Yk 2h@ chEAWEL b€ 56%%r higher.

ference caused by the extensive derivatives
- positions. In other words, in order to equalize the
J89e dh ordes terpsphvy ﬂ@edwprepa@s/ earthitv etnbediofentshod thorpresent

S o SRR FRROS e ARGA TR g o s

Gl ths Idverage sl the boiheatioedl lmtsl B&landi@s Ahiddfsreflects daily accruals
Theref ore, Bal anci ng Anoun in the [1V file for

Baf 5 esperatipsmall. de enteast yn Fhﬁ@ﬂlbsrhe%T s thermﬁsemh@ventlon uses the
I
ARSI B M R B By g cxtensive
~ ebecimphas pogitioeda oﬂieoworrds tﬂmde:rteaat;uﬂrzeahdvalad eﬁmbleqmty
of an. ETF_ cr eat ni (as de d he a greation
S ities s Gl i G R tjéaeg’@m% eqmad, Sl falgicieerpmonnt in
sﬁ’@ RS famte mﬂﬁsh%ﬁastlﬁau@és the demRELLY %ﬁni/gaages%&@{ﬂeon

and redenption entity 500. In certain nent s
elanhatufes phsitidiso %r@hmvﬁallancmg dun@ng ircbepfy §k far Bullish ETFs

iR eR e e el B halhoie it HGhE BRTEEl e

coRpMtionsl pragdes. The flow of information in Figure 4
is di scussed first with respect to steps (4) and (5)
i.s then followed by a discussign of step

([9961] arfig@gy dijaberespn xenaplaiiprogess flepdn thp crarﬁtpn(a@yl r@ﬁempuon
B R DA BATR o S oy acren
@f dt&rsmaﬁ ’sEﬂSF shhres tigi ae ceaed m’auﬂm@tﬂﬁ/ 4 funderéanidexnd

rdreuon a0 o AUSH HERPL DR, ot R PIBFEraewE in igure 4
lBRIPESE A torfpSifloVs§ite] OH{&I@ WHHIR TRt s SorRb&RY ARtk bdiReen
disclose network data flows between the computing nodes. The flow of information
in Figure 4 is discussed first with respect to steps (4) and (5) and is then followed by a
discussion of steps (1), (2), and (3).

[0062] As shown in steps (4) and (5) of Figure 4, the creation or redemption order is
initiated by an authorized participant 500 and the order passes through a distributor
510 to an index receipt agent 520 acting on behalf of the ETF issuing Trust. In certain
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i nes represent network or other data connections
bet ween the servers or conputing systens. It should be
wo ewogosoged t hat each of the bl ocks need not bRCDES2006/012717
di fferent conputing systens since two or nore bl ocks
coul d reside on one conmputing system The creation and
" redenption order is then forwarded, in a continuation

SrShant, el SloREs enthntarvenelpr b5t Smpliog sk and te
?ﬁl@s fEe?Pg%QHtt AePRolk! Ro8RE Hh@RohSectiOnPb&ivesh 1Y sexeRan bMPuting
e

shares-with the securities and a Bal ancin

Avstems. {toboviddsanstigniged that Rechdiftheblepksanded nohbaen Jifferent

bet ween the ETE _shares an i kie .
2SR AT Fnd oS oY ol B FestdsE oneyffitbuting system.

- rEeeryadn AR redvaiption ordeg xcthain gewhaled] ines @edinudtionad step (4), to
The flow is reversed fromthe flow di scussed earl i

faglearagehayss SHbto initiatedhe sqttement REOSEY. AR AR O e
(3R An ARl Ao, B RO PRl iRy R ey Shares with
hieé edcnrivied imd £Bplending Anduat @omesoadingtovire diffefengriinevabue
0063] Fi 4 al hows, 1 f.the .PCE file.
e LE st pRE RGO )  WhEH e s, the o tiiged
rt%iﬁéht (580 redeweb REFIsRARY iR8&RARe fOB@RBedRitleleThe flow is

' eari ng house 530 on each business day after i
rreearsed fngmtthe flpwidscrsseil oarlionfor medesptions.t Ineaslditipns thed3alancing

( framthe Fund. a . the.P

o ront R ol T AR ronBh 6wk B T (BT ghages and

t RctitiesNSSlepIBRID Elirthes HeRiAWith ke plut b tHel exanhples shown in Figure 6.
Partici pants 500. The HV File on the other hand is

OGS IonFice Bhe FrBea gy A GBER SomEt e A 0 ERBCE fle
L ey B PO KR8 Lo v
t $8t orf &welt bosingssfday afzmmpdieing tley nformation on tlegsscurities in step (1)

kSRR ht LN iaPasein O7Er L BT 151 BBt G e lguse 530,

ag id fvadssle RN SeXChaRses shfPfdhe BuhoiRed PRitRIPadRS00. The IIV
exenpl ary cal cul ati ons of the bal anci r;gbarmunt for a

BRilld ors theBTiFerthand isrcatatedh@lsecbownps stap (Heby the Bmdiyeanager also on

under | vi ng j ndex “a .daijl) ' . .
OB Aol 5 e e B0 Sar Tl et it o
t @Blr8quéding Pt OWh dsthd AtitheriZetbPartifipantsl 50 so that siegr@s, for
on one Creation Unit is 50,000 while the cl ogi n

: g NAV
perantia merfes alntagcEEzsrrtions bived on kg didlsranpe beiem terllV of an
CRPESHAPShAl E3  P B e oy

[0064] Figure 6 provides exemplary calculations of the balancing amount for a
Bullish ETF that returns 200% of the return of the underlying index on a daily basis.
The fund information from the previous closing is shown in table 725. As shown in
table 725, the number of shares on one Creation Unit is 50,000 while the closing
NAYV per share was 100. Based on these values the value of one Creation Unit is
$5,000,000. Furthermore, the value of the deposit securities in the PCF is also

$5,000, 000 and, therefore, the estimated cash amount is zero.
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$5, 000, 000 and, therefore, the esti mted cash anpunt
is zero.Block 705 shows the cal cul ati on of the
whaloanesony anmount for creation of a creation uPCT/US$006/012717
the ETF shares for the situation in which the
underlying i ndex has increased by 10% Since the index
|s up 10% the NAV per share is up by tw ce that
cl ose so that the val ue

um Ogasgf’%ﬁf 51 C‘ﬁlaf?m%g’ \6{%—% Ing 4Rk for crepkion of g ereation

: Oﬁmﬁﬁpﬂﬁa‘ETIS%lﬂé | %
the index) to $SS 11:5)f gégggatﬂﬁcﬂg&%%n%&%@& %I{dggggssmcmased by

ar}ﬁ%tslmestha indgk deupl 0%50h8 NV psr sizes Bh@tbyvtahmeethat amount (20%)

b ar es a’q‘?‘ﬁd'é%?ﬁ?ﬁﬁés aﬁn‘éﬁ ngbépeﬁ‘\é/g E}Hd % h&gO&) However,

Cﬂeatanmfldapbs)u ébaﬁmﬁes iAGp BY dovegdsmce ithrdcRetHe ifdx) %msss 500,000.
process, .t he or exanple, an AP) that creéat es

oAsserdgRlihg g‘%ﬁﬂ@gﬂr@w&ﬁ bas a velue p 8300009 siwe thataabis balances
I
B e T

B(cm:akC?e:hﬁoni Undt) bsds Aberdiaglylinahé oreafien plobess) e @aRY (fop
e index is up by 10% In this case, the

h
oce ti\é%cr?ﬁes Ereptigy PE@f Ed§ rSihé@bdﬁ@ﬁlYﬁj theEgRshares
%&%sb@ﬁ&h@ kd dneBORaMOW it aﬁ [i@ﬁvlé d?ecﬁﬁ‘fe% ta$§é'5¢00 000) and cash

securities (worth $5, 500, OO a cas
affwenth $3Q00G0M. $500, 000). B ock 715 shows the
cal cul ati on of the baI anci ng amount for the creation

RIS BeicaRuugbiF £ e 08D RoN PiResrTiendhg ndex is up
t be 1004V Ineliis sfrl the aswaeldldelesh (Y EZ20 %429 @o%e%ontdl}% to one

E{Cl i.ne_of the underlying index) to a val ue of
ThéeEPs L) epd World ja refurm Iseeivgsehepesarition(nth $3, 500 000) and a

oSt (NG RRNUDL 05 by Tose

corresponding to the decline in the index).
ABbskdil hghgws thieealcutatiah Dﬁ’gleba@nemglaﬁmuhhfotr tlof cré&alifon of a creation

CUBH 55 g AT Bt Gyt waletirbdndardian prcienaady 10%. T this case
Cﬂk TN%QV%Q siie hak decEh&Rby 20V, (Pod %(d‘PQﬁé echifte Qﬁ%e%gérlymg

and a cash or cash equi vaI ent bal anci ng anount ‘
$Bdex)00@. vaBleay 1807 Z@e@ﬁ@@sthc ielue af thel caneiCreatizin Iﬂmels $4,000,000

AR S OB L K1) v
desfespartiindto thOYecling ik HeSndaxy e ActRbindif, Reh 28GtiBaN tOteation

-deljvgrs the ETF shares corresponding to one Creation

UHPE of b Fishags, tho dutivoipediPytadelivss tb@ sesagiHes(uartha$4510,000)
DAABELDG AERYP s gggegg,gﬂfggw Fc&&?%%ﬂnﬂgg&orr‘ﬁm 000,000) and

securities worth or r €spon
secashiot cash dyaivdlent balancing amount of $500,000.

Block 720 shows the calculation of the balancing amount for the redemption of a
creation unit of the ETF shares when the underlying index has decreased by 10%. In
this case, the Authorized Party delivers the ETF shares corresponding to one Creation

Unit (worth $4,000,000) and a cash or cash equivalent balancing amount of $500,000
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by the ETF for one Creation Unit). [0065] Gains or
| osses fromthe derivatives positions are settled in
W@ awki/188062 or securities as part of Bal anci ng APCIIBE2006012717
creations/redenptions. Unlike the equity securities in
the fund, the derivative contracts such as futures and
swaps can not easily be transferred "in- ki nd " | f such
chani. der.i v .
HHRRANRL b M e Harect Rol K5 e sepgies hetd
AyaheETB Yorl mmelcmdmmgutlin)e derl vatives. C.
Creati on/ Redenpti on Mechani sm for Bearish ETFs [ 0066]
eari,.sh ETF Fynds_seek to proyi de dai nvest nme
d@%ﬁﬁ? Daingopises b the deRyaivRs RS iqn e %Fétf@dnacas andlor
%@&Eﬁie.@ aP?&[r? ?fﬁé’igﬁcn(lg A%ou}ipgfy@r@c{tloﬁglge@en@fnoﬁ@ eUhHlYeeth@ %qulty
opposi t aily performance of the applicab
wacleitley imipe ifmath the c[e@ﬂfﬁﬁ‘]'e ainéragte sedrdsayBreshendgavap$ czuheot easily

bRk SRS bR YL ey Blad B3REisH ey i

Uﬁhﬁi’“ﬂ@t@c{y‘ B4 ﬂb@mbl&% Xlaﬁdle aryB e Aida)hﬁﬂl%hfﬁtlhn&hg the
tradi ng hours. The "percentage change” in this context

idstivativesd at ed by conparing the current market value to
the previous day's closing value (4 pm NAV for the

Fung, %}%aﬁoﬁ’)ﬁe‘d R&y‘tf}lﬁ MEAS dsfnﬁ’fmlws’ﬂg?i‘%“:':or

exanpl g, previ ous Shar e

N e T

tahd@kperisés dm\l\maic%'cf ceRIiDpeRdEnti s (dgyl 0% bﬁS@)%} ofthe inverse
partlc r|ngthet h , 11V of the
HaBRastR o g“ﬁﬁ%ﬂ fthesa é@? apdarly T indgx §101,

I ndi cat i ng that the ETF s value is up 1% which is

16697 (the ﬁle}cetnt%%h& 0@%{6‘3@%&%&% ©RNaREe vl (RAIV6RKese
[006 ] Bearish Fs utilize various derivative

giunds tstexpeasedbiot ki the ntverste af Yt peeocptﬁgg changean tha \rmievlmnaendex

oL A AT ST ob, DRSS TRARY

SRtk fsiceRulted BYd®Mmpatiap Sieauierht Markehealv@tdtde grevious day’s
Beari sh ETFs are determned nmainly by the change in

 tehesingsyalies Grome P forethe Ealtd ud %ﬁw%re@&prp@o“eg}heea%ﬁw SFpr
E—%Elzl geg?ﬁﬁﬁm{g]]%gﬁ% ! 8a er ! egé} gfj}%g b@]glg & b6 rl?k%rlﬁlderlymg
dndex thet thé Bearishr Eil“If,rWl&I thﬁ (iliveﬁtltt&,nt olgattivens -000% daily, tracks is

down 1% from previous day’s close at a particular moment during the trading hours,

IIV of the Bearish ETF at that moment is expected to be at $101, indicating that the

ETF’s value is up 1%, which is 100% (or -1) times the percentage change of the

index.

[0068] Bearish ETFs utilize various derivative products to obtain the target

exposures, and the value of each derivative contract is “marked-to-market” following
the change in the value of the underlying securities or index. Consequently, the value
of Bearish ETF's are determined mainly by the change in the value of those derivative

contracts.
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redenptions unless an efficient and feasible way to
i n-kind derivative positions is devel oped in the

wo adoanesosTo resolve this issue, in certain enbpdi/nEE012717
the present invention perforns the
creations/redenptions for Bearish ETFs as "All - Cash"
transactions. After determ ning the NAV of the share,

-t cash . t . for .creations or redenptions can
s :f(?{ﬁ% ﬁ@a{:}aﬁgﬂf %ﬂl%a()tﬂ?teﬁ@ fq g%;yyqqygtqqkagr?(#\wbgrqf@ret p@securities
NeFens Rired M- RBdAPBEAGes KPR LAF B}Qrsteftﬁﬁgﬁ%ﬁq lfor[ t?Q Z%]ations or
that 11 Tustrates

Figure 5 is an operation flowhart
t Fslepiptionsunless ansdcipntiand feasiblewentd inrkind dedvetiBe pbsitibns is

S B G S TR BB St ek

| investisreper@a el the @ tank/r@lenHiBRS 1 BedriHORTEShd OB Cash”
bet ween the servers_ or cowjtl ng systens. It shoul e

r BERGRIONSd Aftesdetesuining the NA Vo6 aetdtal sashmmamt for creations
dj : ' [ . l.ock
e e W

stlepss ehmywreated 61 gdeandd. are very similar to the
corresponding steps in Figure 4 with the exception

t he.creation and. redenpti on process exchanges the
E_E@t@tq AFigirgy fﬁ‘!rﬁ“a‘)n%?éwn firlt (gt lsiaes H@Xraﬁ%%pf redemption
ikderBidiesUhd BESEhaASTISIANG g ca%aﬁp efBddintditsS %f%ﬁk blocks

the Figure, there is also no PCF file created

t FRPIQSRATR depveyr or othencammpwingsnstmbnd itekises deyresantneradek or other

ayalj | . the Authorized Participants 500 so that )
iy SRR Rt PGy rel e S B Lo heecognized
dibht eachnd ehditborgeBed A6t B\onfifftiRBt EohipAig shdtSmE®nketwo or more
p]‘!;l ce on_the exchange. It should be noted that

c

logks owldsaide on onp cPBRUnESicat. (Thasragessinggepsrshown in Figure 5
Opt SefBsiflGr MCo@spwigﬁiﬁ%ﬁ}@%& #3}\%@@ e%g{;]eopéi?gghat the

creati'on and redenpt [

[ @edtidn dnd redamiystion peodessléxchanges thd ETPEkRaeMith A\GSH AR6unt (a
ue nmechani smfor t

id [ h
T A
Beateli§ BlsEREPAWTiIE fcféa?édﬁpﬁileythg E[g} FiIgisrd e d &?%aféﬁlbld?lﬁeégfday and

derivatives used to achieve t I nvest nent obj ecti Vves
ohadeavailablk ite the adhBivzdiPartidifemass. 5o thitethBudani gelfolrh laghitrage

. : | :
T T ) W
r@pihe sRéliadigé.NR sSHRI1H B n¥RH Wit feallSf hiPied¥@tiont ﬂ%ﬁﬁl@tions will

case of Bearish ETFs, in certain enbodi nents,the
presueontside the¥3@h. uses "Al | - Cash Payment" procedures
to account for the val ue of

D. Unique features related to creation and redemption of Bullish and
Bearish ETFs

[0071] In certain embodiments, the present invention provides a unique mechanism
for the creation/redemption process for the Bullish and Bearish ETFs by efficiently
dealing with the values of derivatives used to achieve the investment objectives of the
Bullish and Bearish ETFs. For the Bullish ETFs, the present invention expands the
Balancing Amount concept to include the “leverage make-up portion” that represents

the market value of derivatives. In the case of Bearish ETFs, in certain embodiments,

-22.-



the derivatives. Because the Bullish and Bearish ETFs
are the only donestic ETFs which provide | everage or

W@ b@eoiosgposur es t hrough the use of derivati veBCT/UR®06/012717
creation and redenption process for units of the
Bul I'i sh and Bearish ETFs enpl oy a uni que techni que not
used with conventional ETFs. That is, the Bal anci ng

ARt mgation B c Uy b auaar ep gl g HpriREte Ve of

dR¢ Hodtakives. PBStahicaRs Bulllth Sndl BehiiWher TFatk @&Sorly)Bomestic ETFs
advantage that it facilitates the orderly _creations

arriucln pifstleomagd of shpi cETUrRS rﬂp@@tlgh theaise phderpyativesy theesreation
d’é%ﬁ t%tng%(t)éeg&; ?ﬁHR@ OERL %ﬁuﬁ shénd Bt H:E??M%lo?% unique

S Stem onn géneral” purpose e ec
rtedmm[de nbuseslugith amvanﬁmmpmrﬁs Tiedt\ig the Bﬂlbﬁcmg)mmﬁlmt or All-

network can be a virtu pri e_nt rk or
rf&%@ﬁlnegﬂéﬁh%@u‘:{% el TR e .aﬂcwg}gfﬁg goihs/losses
1z I
T e e
ghis brferlyenatipnd hd rgdénastidng 1mﬂl¢tﬁﬁ1madq¢tniwr at i ng
system 16, a BIOS driver 22, and application prograns

ﬁggﬂt]n ddl t ﬁlb%ttgsethﬁgﬁiggg%rmssé’f%e%%s 1% 8018 ﬁtﬁjmg;%s‘éegp%ﬁmected

QHtaFééheﬁE%m@S& SetdRdnRSnctwerki 10 Qich3 adsdehpated |nsmcay The
nonitor 2 and a permanent data store, such as

cRonvEs @epork TAR be & rﬂmtaépmsa,ﬁ@ ﬂ@tﬁﬁoglé%% Bvhlie r}elﬁ‘tf@féid&chﬁ the

SN, S5 080 1 DL SR S, S Eeedsin

CERPCPEN) By@haesed aaeydteﬁﬁﬁembspl& ohtreexystetromeery 18 typically
el ectronic network 10 wh

ORI ROMEF TS S SIERAALQ) 2 ?ﬁgéﬁgﬁp f%naﬁﬁ a@%ﬁﬁg plgng2) In

R da erb%h UjZJl]S r[aalQQ:oﬁﬁJﬁ@q @Eﬁcemﬁxcﬁ aS A€ br a
system to 1mple nt the third party

d{aybemilﬁg am:y(sutplm d&\vse:usu;‘hds heriaten 30 aod adiisply monitor 28, and a

e Reaei Suyueh ot bIRRGET AL 706 Confel pPlFE SRRy jpctudes
af &orﬁ\ﬁauhféaﬁ&qu@atﬁ@e 1d) Qﬁchsdé(‘dﬁ Bh&asiuakd, ig copifluavadry i
l'ogi cal Iy configured and progranmed to gerformthe

Qleqis)mconfd&’bdﬂl(ht @theneompuieraysigas dB1aad 1A alsqinnged fo the
RSk bkl 8 PleAgndh SER SR Ay Sebiftwrany o

(@thnhﬁfehiﬁﬂotk@ EdidhCis pleintde@, [elb&tain bubodinfeh, swwh af aontbuter

creation/redenption entity 5 shown in Figures . 4 and
ESyster 1 h e st e ﬁ%l@é@%ﬁlﬂfé}aﬁw&mﬁt&m@c%ﬁ% Rystem disedissed

Rl & ANLARS pRSNRmbS cEdHHEEn 1 Gherdtd e 16816 discussed herein with

respect to figures 1-6. One skilled in the art would recognize that such a computing

system maybe logically configured and programmed to perform the steps to calculate
the IIV as detailed in Figure 4, implement the IIV file format as disclosed in Figures
1-6, perform the functions at each of the nodes (authorized participant 500, distributor
510, or fund creation/redemption entity 540) shown in Figures 4 and 5, and perform
the exemplary balancing amount calculations shown in Figure 6 at the fund

creation/redemption entity 540.
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creation/redenption entity 540.[0073] One skilled in
the art woul d recogni ze that the foregoing describes a
W yaedoezonput er system 12 connected to an el BCT/DSIW0€012717
network 10. It shoul d be appreciated that nany ot her
simlar configurations are within the abilities of one
"skilled in the art and it is contenplated that all of

o AP SO Rt R i
gb;aﬁ‘gjlr‘i‘e r ggﬁtﬁpgg%ﬁhﬁé&éﬁ thRateldctrohi® nétvdikn ot eshabid etdppfeciated

‘inthe art to programand configure a
ribtwnatiyedhecipiliraon§getatonstase withinsthe abilities ohenekilled in the art

steps. of certain.e ijrents of the pr .. t.]
805 SRl T RESL PRy b BB et
Wikl Reth 5 8F BeqR&s AT invERioR! BSAREmidIY,anstioal bawdpusbeated that it is
progir am products conpri sing conmput er-readabl e nedi a

f\@ithio der ghih@esd}f onavkingd dothp attde PEgERT pAG Fentigure a networked
Icc(n?St ! eé’f,sl?réégrg atg E%S%é%n?ﬁlé ertt}g{edesge ytO?r(‘E'RTig Eﬁfé)%gﬁhenﬁtm}le

I'a can aval medi a

Wikt eentis, discessedterbin. a general purpose or speci al
pur pose conmputer. By way of exanple, such

comput er -readapl e nedi a can c, ri se RA PROM..
HEBRHN ACRORERPEYe: 8?‘%8&“!9&%"8@?%81?%%02? %%@E%SWE@H‘@W%H
| 9D 8hinGut-2E-AG6e QI CRS car@ying@ Oy havi
B R4 SR e s  cuefing g
desipubet-qxeogablminstmietions or datafsguehuess stored thereon. Such computer-

gr%gga‘lbiqe %ﬁ %Z:%H &;g gllaf axléag@é% lf%%}iiaggvﬁic?lrcag Bk %ccsetsgeldcl}yl(ﬁ Seheral

general purpose
Sﬁﬁfﬁ&%' or @H%&ﬂ%ﬁr;ﬁﬁﬂpg&gﬁter. VIBe valy o ekaﬁﬁplbpﬂmh Sorﬁputer-readable
transferred or provi ded over a networ r t her C
cindbeehe QDRSS KNSV oRP KON RGN LB MR plies ggtical disk
or, a cQ | . . 10
et aP R BB sRipdi bt BisaBEnd U bREE ARViedD oty otter

amediuGOWhichehn beaskaltb eampdr store debine] pragyans cade ia the form of

connection is properly termed a conputer.-readabl e
RPN TR RS O KB A e AB T P Apggpoed by o

&ér{&d? hgﬁ)s@ 6PQRcRI &?Hﬁ%ﬁ{pﬁe@?mﬁnm&ﬁon is transferred or
npu Sreéxecut abl e Pn tructions conprise, for exanple,
i ptvided toivens netdridart anottter comuainisatiensgensedgion eithss bardwired,

put er [ al. . t '
hielsss oha SBebrBof Bt BERFEFRTE bElebath e PRbl R B A e
_gfn‘?)?&l? {richidnRS b etidiO AdomPuerirBaible raediis. deme anlyadch a
in the general context of nethod steps _which ng

y be
| pinsatient is @romerlyriemeadirormeatia-Teddakleperdiam (raRifatons of the
' Ccl)v%dalren As§ R WRHEE er%@é)p% of computer-readable media. Computer-

executable instructions comprise, for example, instructions and data which cause a
general purpose computer, special purpose computer, or special purpose processing

device to perform a certain function or group of functions.

[0075] The invention is described in the general context of method steps which may
be implemented in one embodiment by a program product including computer-
executable instructions, such as program code, executed by computers in networked

environments. Generally, program code include routines, programs, objects,
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i nstructions, such as program code, executed by

conputers in networked environnents. Generally,
w@e@gnesewzode i ncl ude routines, prograns, PCT/US2006/012717

obj ect s, conponents, data structures, etc. that perform

particul ar tasks or inplenent particul ar abstract data

types. Conputer-executable instructions, associated

data structures, and program modul es yepresent i
e SMBPRATS, i SBljsties er et oriaRR SRR IO Bebper gl particular
- mMabaRdsddh SpeSedmbaeRtecutBR iRGFIGH!, A5sos BRERELstRctures, and

such executable instructions or associ ated data
s Pregea maslujes persstent exanpled efprogrammode Spromdeuipgastaps of the

]; eeélgcﬁ@ lldgsggag%d E%gltng ?fél%:go% }c:u% Eﬁcful%ggé <%) %gla ifzrgec%%la%Pe instructions or

eatsodiatsddats stiiRurderepResratsnples of dietedpurddsh acts for implementing
envi ronpent_ usj ng.l ogi cal connections to one or nore

r Betionsdascaibsd fsich§topF-ocessors. Logi cal

-connections may include a local area network (LAN) and
a : e .
L g s S S R G s
e niwookedeamygoamentasimgdngicaloennectiohs toccanevardeore remote computers
enterprise-w de conputer networks, intranets and th
| REOPRBIOCSRAtSs & ISP Puiep oS RRAaREIugly p focabiyee B poek (LAN) and
t Batids el nBeione (W A0 WA drd Bre8étiéd REIEBY iy Witlekample and not
typically enconpass many types of conputér system
c dinfilagjon-abuehretwprking eiivirgnments ereadonaroonplaceris officenwtide or

h [ | -Progessaor St ) . .

e B A08 oL A5 B TR g prose siled i th
elwgll bpmetien, thaetupndwbdsconipuling @APba énts Wl tipicAllP encompass
conmputers, and the like. The invention may also be :

pFEAY iteRed Of Forapuet ysiemeerndighintionh dndvding perverl sompaters, hand-
t : (. '
o B Btofy R IR P Yy B m B e R B bl
weomsuass electindis¢s, aetwayk BCs,aninicvatputers,ahaihfradeicomguters, and the
i.rel ess. links) through a co catiopns network. In a
ml%?-rfﬁ%waﬁt Bt FIRG P RS RO B AL PG PR B RSO RaSHS
beyheRGAIKGrd O}B}erﬁﬁﬁ{éd 19 3&dal ARPreh RO R IR dvREOHADS e linked
devices. [0077] O her enbodi nments of the 1nvention

wi¢itheby bardwired links; witedese ligks, lor byl aicombiratian of hardwirad or
consi der.at kgn of, the specification, and the.practice of
RARIRY Lk Siodtys Poulcariop et erk] 40 p e papaRuting
t Bevifd@tent, péedrh@in SRIIGANS} BETBsted th BB MaRiN RR¥Yo memory
W th such ot her enbodi nents al so being considered as a

péioragefdeyiges.i nvention in |ight of the specification
and the features of the invention disclosed herein.

[0077] Other embodiments of the invention will be apparent to those skilled in the

art from a consideration of the specification and the practice of the invention
disclosed herein. It is intended that the specification be considered as exemplary
only, with such other embodiments also being considered as a part of the invention in
light of the specification and the features of the invention disclosed herein.
Furthermore, it should be recognized that the present invention includes the methods
disclosed herein together with the software and systems used to implement the

methods disclosed here.
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Furthernore, it should be recognized that the present
i nvention includes the nethods disclosed herein
wo ogetlbses2 Wi t h t he software and systens used tBCT/US2006/012717
i npl enent the nethods di scl osed here. WHAT IS CLAI MED
IS 1. A conputer inplenmented nmethod of cal cul ating
and using an intraday indicative value of a Bullish

exchan fund ("ETF") for arbitrage purposes,
SWEﬁﬁfggﬁéigﬂﬁggkﬁgs of : cal culating or having

cal cul ated an jntraday _ current_ value of all. the, it
skecur i fice®PpisT ’c%léle’ETFt?éd anpthad %fﬁaﬁa,ahaz aﬂ‘zi}?lﬂ% an infrdday *
Ciﬁhﬁgtlé\?et e ST Hullith SRLKRLe @ded Ful (“E%ﬁﬁﬁ)_r afvi@dgel RRSIses,

one rivative product; retrieving, or having
retuprsuedhe siepsaefcumul at ed 1 oss or gain of at |east one

derivativ roduct.; deterpm.nin r having,det 1 ned..
the 1 ncilaulpeon g cglsulyl! s i sttat U= o T gy
t Reus@lsGr bRty ntraday current value of all the

equity securities, the accunulated | oss or gain and

t he meealculasingpenduyingdatenlased, mppsk 4n matkgt gaipher losses of at least one
deri v{at ive gt,oduct; and using the determ ned intraday
v qu§1‘6?plPﬁ ETF5by a party, for perform ng an

ar bi t r @@gevilg BERGlihDretriovae) 8 dtcomealacsd 103y @ gain dffue least one
above steps are perfornmed on a conputing system 2. A
cdarpyaties Piogttement ed net hod according to claim 1,

furthe Lsina::.oravi.di ) :
B
acmbiningttedcdl@dsed intgdaycarmt vilee nfialk thecquiy keturiges, tige

of the at, |east one rivative product d the total . .
AP oF L hF ekt 1 e Sast o84 Bbivative
i&ghﬁ&téﬁ@ value (HV) file; summing the cal cul ated
intraday current value of all the equity securities,

t he acutingithatdettrnisd infradgaivaluged theHel Frdiyle Rastynér petforming an
bR aehsoi R G RS PERThE KRR Eendmed pn s
Whirhutiashstamount i ncl udes swap costs, to arrive at a
uni t value; and
2. A computer implemented method according to claim 1, further comprising:
providing the calculated intraday current value of all the equity securities, the
accumulated loss or gain and the mark to market gains of the at least one derivative
product and the total shares outstanding of the ETF in an intraday indicative value
(1IV) file;
summing the calculated intraday current value of all the equity securities, the
accumulated loss or gain and the mark to market gains of the at least one derivative
product, as provided in the IIV file, to an estimated cash amount, which cash amount
includes swap costs, to arrive at a unit value; and
dividing the unit value by the total shares outstanding, as provided in the IIV

File, to obtain a current IV per share.
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dividing the unit value by the total shares
outstanding, as provided in the IIV File, to obtain a

W@ 0608061 | V per share. 3. The conputer i npl enePCBUS2006/012717
met hod according to claim1l, wherein the derivative
product conprises one or nore of a swap contract, a
forward contract, a futures contract, an options
cgntra aor the like. 4. The conputer inplenented.
ot hod 148 SamaiRE bl S e i eber i el dp Werein the
ddbgvarive ipacivcheonhprise /8AY oMvbiéofl a%vﬁ?rcfoﬁfrﬁ d, fobwBd@ontract, a
real tinme. 5. The conputer inplenmented nethod ’
ad@tgreg icpfrach aploptignsicontraet dréhe Lkempri si ng: conpari ng,
by the party, of the determ ned intraday value of the
ETF to a traded market price of the ETF, and

pér f or hagombpytet fieplpmeiityd nethddnRcardito! t 30Em 1, IMSASHE {1RRtep of
erence b%lt ween the determned intraday

if the dif

VQP‘ﬁBm&fngttg% inttpgay, Felug eperionnediinmeek el finece of t he

ETF exceeds a threshold value. 6. The conputer

i npl ement ed net hod according to claim1, further

cémpri dhe gompmﬂex:imhpitrhetgeélﬂeﬂiodmbcﬁrdir%rtﬁ Ghlimflo fuﬁ'ther comprising:
pur poses of .ETF share cregation or redenption that

conpr i §¥EPHE E@H’ R5Fty) Bﬁ@‘e grtenpined indraday, valye pf the§Risto 2
PtrRaidCharkét priseGTRRUEEF; dnigPl ement ed net hod of using an

i ntraday indicative value file ("IlV File") of a

Bear i sherfotiagdwy tire pattsd of thechrpitEgdtrinshetionaif Hietdiffgence between

PRRTR inel FRIe9 YAl o0l B e RGeS efthe BT

netdeodd thyvahokl vafueat | east one derivative product; an
accunul ated | oss or gain of the at |east one
derivative product; determ ning, or having determ ned,

the in : E I Ni h ..
ag'c u ngflg%XPeggll slﬂ'gjlr1 %%%%@%r% of %écor%gfrg% & cc)ﬂ%ﬁﬁ k@l‘ﬂlﬁ%?%’gp T1sIng:
ofal¢uiating a badastingamowte forvairposes of BT ehare aftdtiois bin@déMption that
determ ned i ntraday value of the ETF, by a party, for
afPTAPHCE HiggE P ﬁ%%%ﬁal”t Last @ depnpive medicto a traded

mar ket price of a share of the ETF. 8. A conputer

i mpl enent ed net hod according to claim7, further

conpr i dicogpsianimplgmehted acatbodibfaseg droiatraday igdicativendhlue file

AR b B e B Bl LB BRSPS oses
t fienmrasdy @ uiepabent

receiving, or having received, an IV File comprising values for:

notional value of at least one derivative product;
an accumulated loss or gain of the at least one derivative product;
determining, or having determined, the intraday value of the ETF by
combining the accumulated loss or gain and the mark to market gains of the at least
one derivative product; and
using the determined intraday value of the ETF, by a party, for an arbitrage

transaction, by comparison to a traded market price of a share of the ETF.

8. A computer implemented method according to claim 7, further comprising:
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anmount includes the swap costs, as provided in HV File

to arrive at a unit value; and dividing the unit val ue
whoobhasosot al shares out standi ng, as provi ded POT/UR®OEMM2717

File, to obtain the current HV per share. 9. The

conmput er i npl enented nethod according to claim7,

wherein the derivative product conprises one or nore

of a swap contract, a forward contract, a futures .

cont r adtmmapg thetacemulaisddessor gain and dhq mpgk to pearketigains of the at

c r 1.0 00 i l.ai -
SRLY o TR R (BB AR eCRU Ho At ek B efequivatent
“pandoannigclutes theawap eadts, tas provided.in TNEFiotoeties at a unit value; and

i mpl ement.ed t had accordin claim?7, further, .
conpr i éii“ﬁgmggﬁwar Yﬁ@e, by, ett%féf %ﬁﬁsw%%nde% agjproxided i the IV

| 416 ad bR e upent 19 el bhak® @ traded market price of
the ETF;, and perform ng, by the party, of an arbitrage

transaction if the difference between the detern ned

i ntrad val ue, of the ETF differs fromthe tyaded.

ot The Db Rty sl Guiiioking . WS tein e
C @eRVitRe prodiiceoRApEsts BBE BOMoACERY SWapdohRadt] Afd¥wdsd contract, a
-further conprising: calculating a balancing anmount for

pdivigess sentsactfapraptions eentigceeitthoBkeor redenption that is
conprised largely by the gain or |Ioss of at |east one
derivative product. 13. A conputer inplenented nethod

ofi IOLI Si) I‘]Qlfe a;ﬂm'pnfeli‘ &dﬁlﬁrﬂeﬁﬂ? eddthodeaceaddirgs tol dldm(7, Mhérein the step of
File").of a Bulljs TE for arbhitrage purposes,

c SRisFninipg;the pair @ﬁéusﬂqur@%@iegi%?arw&m&- network, an
1V File conprising values for: value of all the

equity securities in the ETF, notional value of at

| dast dibe cdmputeaimplempnied nwthodarcackingol cdtimd’, Ifadlser opmprising:

gain of the.at .l east one_.derjyative.product. a

dash eGaRPRIGH Yo LHBs of DR gl mipeaiE i ppive A e Bl lo o
dQﬂa@édﬁn‘ﬁﬁw@?rié@éﬂ'tﬁ@'ﬁSfFYQAdJe of the ETF by combi ning

the calculated intraday current value of all the

equi t y psefeumingi lesthepagy cfeurmbitegtransegiopril Y differenerdpetween
cash Y nt t '
o3R0 0H18) o A PR AR U8 DLl 0Pl or e
TIRTKgnpitiréshoidpllerent ed net hod according to claim 13,
further conprising

12.  The computer implemented method according to claim 7, further comprising:

calculating a balancing amount for purposes of fund share creation or redemption that

is comprised largely by the gain or loss of at least one derivative product.

13. A computer implemented method of using an intraday indicative value file
(“IIV File”) of a Bullish ETF for arbitrage purposes, comprising the steps of:
receiving, over a network, an IIV File comprising values for:
value of all the equity securities in the ETF;
notional value of at least one derivative product;
an accumulated loss or gain of the at least one derivative product; and

other cash equivalent amounts, and
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the steps of using the determ ned intraday val ue of

the ETF for perform ng an arbitrage transaction. 15.
wab@eaasept er i npl enent ed net hod of providi ng BOT/EN2006/012717

File for Bullish ETF, conprising: periodically

creating an HV File conprising values for: val ue of

all the equity securities in the ETF, notional value

of at | eas rivative product; accu ed .

| oss oPﬂa%itﬂ?Foﬁﬁ P‘@ﬁéo gFterBing @n gHEAdgy W%P?&&%@E& gembining the
agslcAbREInEARY cafAthMALRIYE AR Uty sRORitREIthedt&Aidted loss or
sendi ng, over a network, the creafed HV File to ot her

p&rin; etber cash eqnivalept Anegunisypidihemasl tormatkstigaifs aslossgs afithe at
HY, cln%&‘;iv?t%\%e Er)&&ct%_ ETF for arbitrage purposes,
e

conprising steps”of: receiving, over a network, an
HV File conprising values for: notional value of at

| (jast one derivative product; and an accunul ated |l oss
ot4gai Aheromputenimplemnented methodracqerdingdo slagm et furheycomprising

0 N[BTV . , i '
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t hebitpageuransattied: | oss or gain and the mark to narket

gains or |l osses of the at |east one derivative
product. 17. The conputer inplenented nethod according

t @5cl aipiy $8mphitdf fnﬁ‘;ﬁﬁm@lﬁt@@ bef ARGy i§he Rn AV ?ﬁé Rg Bulifsh ETF,

determ ned intraday value of the ETF for performng an
aFrpnpnyge transaction. 18. The conputer inplenented

met hod_of  prqvi di an File for. Bearish ETF,

corpr 1 Brhedlty resitedhlY ek s eRring SR Sitrs

conpri si ng vahiees all te eqaly seiadkieyd MEETE; at | east one
derivative product; and an accunul ated | oss or gain of

the at | eastobenral yelup ohefloast produiativepwdsether cash

equi val ent : L odi I [ . r i

atwork. |t hat B ARt LA G ool 1S Ay AR prBauct; and
other cash equivalent amounts; and

periodically sending, over a network, the created IIV File to other parties.

16. A computer implemented method of using an IIV File of a Bearish ETF for
arbitrage purposes, comprising the steps of:
receiving, over a network, an IV File comprising values for:
notional value of at least one derivative product; and
an accumulated loss or gain of the at least one derivative product; and
other cash equivalent amounts,
using the IIV File to determine an intraday value of the ETF by combining the
accumulated loss or gain and the mark to market gains or losses of the at least one

derivative product.

17.  The computer implemented method according to claim 16, further comprising
the step of using the determined intraday value of the ETF for performing an arbitrage

transaction.
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19. A conmputer inplenented nethod of cal cul ati ng and
using an intraday indicative value of a bearish
wez@heansye2 t raded fund ("ETF') for arbitrage pur@DEENN6/012717
conprising the steps of: calculating, or having
cal cul ated, mark to market gains or |osses of at |east
one derivative product; retrieving, or having
retrieved, an accunul ated | oss or gain of at |east one
derivative product; determ ning, or having determ ned,
‘the i ntI‘h@@éﬁﬁthé‘E’ IS m¥ el #ledfodf pré\Bdiag an iy ‘Fﬁ@’?iﬂ]?sé&gish ETF,
the accunul ated | oss or gain and the mark to market
gabmprigihgt he at | east one derivative product; and
using the determned intyaday val.ue of, the ETF, by a
par 1y, PPaREUST Grdien Y B3 o RytSe Pameaor on
wher ei n one nefio K Elue of hi1Bast BAY GerBlatiPé pRAIdRCP 8Ad OF med
on a conputing system 20. A conputer readable nmedi um
havi ng pr ogeaBredated tess g gain 9 thedh leagtongaletiytine mrgduct; and

and using ani - ndi ) | ue of a bullish
~exchange trgtégkéﬁﬁgx?kggk&ﬁg@%gaégbitrage pur poses
when  eyedodiedlysending Ooed b nsigvosly she theated E1\DFilg tadthesketies.
conprising: code for calculating an intraday current
value of all the equity securities in the ETF, code

f calac Wele? j :
| 20t B R ork 1 SRS 0f ALY ol RE B thirlay
acclicativavelde lof 8 deanishgaichange tratled foad t(“IONE’) der drbiitagy purposes,

r oduct.; ﬁﬁ%& for, determning the intraday indicative

P : .
v &PRIghe Py combini ng the cal cul ated int raday

cur r ental¥a@hiifg, & havihg CHIBuBRHE] M}rks8 arkdt Bhs dr Mses of at least one
accunul ated |1 oss or gain and the mark to market gains

ofletivpsivapraduigt one derivative product; and code for

45119 0815 I LML ] RS T or i o

r dadedive pAgtilictyjm havi ng program code recorded thereon

For determining, or having determined, the intraday indicative value of the ETF by
combining the accumulated loss or gain and the mark to market gains of the at least
one derivative product; and

using the determined intraday value of the ETF, by a party, for performing an

arbitrage transaction, wherein one or more of the above steps are performed on a

computing system.

20. A computer readable medium having program code recorded thereon for
calculating and using an intraday indicative value of a bullish exchange traded fund
(“ETF”) for arbitragé purposes when executed on a computing system, the program
code comprising:

code for calculating an intraday current value of all the equity securities in the
ETF;

code for calculating mark to market gains or losses of at least one derivative

product;
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cal cul ating and using an intraday indicative val ue of

a bearish exchange traded fund ("ETF") for arbitrage
wWQop0eses2 when executed on a conputing system PCHES2006/012717

program code conprising: code for calculating mark to

mar ket gains or |osses of at |east one derivative

product; code for retrieving an accumul ated | oss or

gain of st .one deri vat roduyct; code for

det er m %‘?en%r f%’%e‘flﬂg F‘%S%W‘ﬁﬂ?‘x E{S$ e ofiat 13t ppe deriative

byra&iwehi ni ng the accumul ated loss or gain and the mark

to market gains of the at | east one derivative

pr oducteed “aﬁ%ﬂ detgrraining the éxtragay indicative vatne efitherdt TRabagombining

t
b cent AL L B AR, RS e s
i od gmatan& ﬂle\m;hrkeo afarleet lpwink of theex Iélﬁé‘ﬁtgﬁ defiogter grodett; and
("ETF") ar.bi trage pyrposes

onpri s
comunf¢ 06 Hsipg the %qﬁlrlé?ﬂadad vieBtefyee E]EF HR & pary, for

CarmrdcdigigpReyal ue of all equity securities in the
ETF, the notional value of at | east one derivative

product an accumnul at ed gal n or loss of the at | east

0 der,i vative pr of her cash ui va
azg'u nt él Vé’#&}l\{% g?fﬁg rpfﬁcﬂu‘ﬂ} VNG PR FATQ gf Qfoﬁ‘iﬁdéﬁffr@?lefor
aBalbtﬁlbﬁr%jmd Bl Strd@dyUtdihtivd \}alﬁehﬁ’ LY e ﬁh‘ d trdR8 fund

in the calculate mark to nmarket gains or ses
of EXF™) &agrbinge pisposeamher epecothdom a @mniptumgesystﬁmetlt lpeogram
i p c[eac% isﬂl L cative value of the ETF byconbining the

rent value of all the equity securities,

t he ac cwafoaeﬂdﬂhmgsmmk tg @k i e 1d886o ta® ldﬁﬁtrdﬁ%tderwatlve
gBWBB?Of the at | east one derivative product; and said

%ng unit configured to conpare the intraday

| ndi cagddesroy Ak I‘Pé %ﬁ muﬁ-ﬁﬁt’té&)}‘ggs W%ﬁf&f é‘c%eﬁ o de,rrgfrgtive

ETF on a per s asis to mnalon
apltmiductage pur poses 23. A system for cal culating and

using an,intr ndj catl beari sh
exchan§ tfg 6%6""% tk‘ Pa%Y%YQ%QfgthB%f E(}éye@mbmmg
CORPebshilated dos8 %F'ghhﬂ'aﬁattlheolﬁaﬂkr’cb ﬁna%feafglaﬁﬁ ofthel £ 168G

an HV file conprising a not i onal

derivative product; and

code for using the determined intraday value of the ETF, by a party, for

arbitrage purposes.

22. A system for calculating and using an intraday indicative value of a bullish
exchange traded fund (“ETF”) for arbitrage purposes, comprising:

a communication unit configured to receive an IIV file comprising a value of
all equity securities in the ETF, the notional value of at least one derivative product.
an accumulated gain or loss of the at least one derivative product, and other cash
equivalent amounts; and

a computing unit configured to calculate an intraday current value of all the
equity securities in the ETF, calculate mark to market gains or losses of at least one

derivative product, and determine the intraday indicative value of the ETF by
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val ue of at |east one derivative product, an

accunul ated | oss or gain of the | east one derivative
w@e@daetos2 and ot her cash equi val ent anounts; aPCT/US2006/012717

computing unit configured to cal culate mark to narked

gains or losses of the at |east one derivative

product, retrieve an accurml ated loss or gain of the

at I ast ne derivative and determ

ne the HY
| wingribe giraday simentya % aﬁ She Y SRS, the agrappplated loss
a%g ghiGnaMmiR TRHE] IRk B8 tlﬁfat a8 e deﬁ@éﬁve Sduct and

derrvative product and“the other cash equi val
anmount saidredmgpaiing vwibpetiigugedunicomparefthe inteday mdmattpcav:due of the

o BT aer el of e BEF R e M e e e sy gion for
PUfiReESpurposes.

23. A system for calculating and using an intraday indicative value (“IIV’) of a
bearish exchange traded fund (“ETF”) for arbitrage purposes, comprising:

a communication unit configured to receive an II'V file comprising a notional
value of at least one derivative product, an accumulated loss or gain of the least one
derivative product, and other cash equivalent amounts;

a computing unit configured to calculate mark to marked gains or losses of the
at least one derivative product, retrieve an accumulated loss or gain of the at least one
derivative product, and determine the IIV of the ETF by combining the accumulated
loss or gain and the mark to marked gains of the at least one derivative product and
the other cash equivalent amount, and

said computing unit configured to compare the IIV of the ETF to a market

value of the ETF on a per share basis to make a determination for arbitrage purposes.
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