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(7) ABSTRACT

An portfolio investment management system comprising an
asset allocation strategy recommendation module adapted to
receive investment goal information and investor risk toler-
ance level information from a user, the investment goal
information including at least one of an initial investment
amount or estimated contributions, and an estimated with-
drawal target date, the asset allocation strategy recommen-
dation module determining a percentage allocation for a
plurality of asset classes. The portfolio investment manage-
ment system further comprises an asset allocation strategy
execution module adapted to execute the determined asset
allocation strategy. The portfolio investment management
system also comprises a rebalancing execution module
adapted to automatically rebalance the portfolio upon a
predetermined condition without any further input from the
user. The portfolio is automatically rebalanced without any
further input from the user.
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Amerivest®

.
AMERITRADE A

Different financial goals require different investing strategies.
Once you define your investment goal, we tan suggest a
portfolio designed to help you reach it.

To get started, we need you to tell us about your goal, your

risk tolarance, and when you'll need your investment dollars.
As you answer the questions, look for the @ icon to gst mors
information about our reasons for asking them.

[Seleclvourdgoall ~ 210 . (7

(> Retirement
{3 Education

G Wealth accumulation

& Other (please specify) |_——]

i.e., second horme

This goal is for | ] ~20]

i.e., Ermma’s wollege, sesond hiome, new baat
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Amerivest®

Knowing how much long-tarm risk vou're comfortable with
is an important part of developing an investment plan,

It determines what kind of investing strategy best suits
your needs.

This brief quiz consists of 6 questions that will determine
the level of investment risk you should accept. Piease
answer them by selacting the button that most closely
reflects your position.

Rels Cleremee quesion 1 of G ’ ' Q

1. Which concerns you more; day-to-day fluctuations in the value of your investments, or the possibility that
your investments may hot grow enough to meet your long-term goais?

I'm more worried about [ [} {7 I'm more concerned about
day-to-day fluctuations. long-term results.

F.gl}A
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Risk tolerance question 2 of 6

©

2. You need to reach your financial goal in 10 years, and you’ve just invested a portion of your assets specifically
toward achieving it. In the first year, these assets lose 1/3 of their total value, but evidence suggests that the
portfolio should more than double over 10 years—enough to meet your goal. How would you react? @

1 don't think I could stand it; I'd & o} @] [a) O It doésn’t bother me; I'd stick with
switch to more conservative my plan.
investments.

lﬁ.
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Amerivest®

Risk tolerance question 3 of 6

@

3. The charts below represent the expected valueof two simulated investments bver 20 years and the actual "v‘.alhe .

US 2005/0010516 A1

aie
AMERITRADE"A~

at the end of the first 10 years. Over 20 years, Investment 1 is expected to return about 8% per.year and
Investment 2 is expected to earn about 10% per year. Which would you prefer? @

$70,000
$60,000
$50,000
£40,000

. $30,000
$20,000
$£10,000
$.

__Expected value year - $43,157

Actual value year 10 - $23,000

12 34 5 6T 8 DI EREBTIBE0
Investment 1

I prefer Investment 1. o [

$70,000

$60,000

$5C|,<UUO O

$40,000
$30,000

+20,000 |-

$10,000

-

... Expected value year - $61,159 ,

Actual value year 10 - $19,000

12 34567 8 NI RRRIEBRIEN0

Investment 2

£ I prefer Investment 2.

.

\/‘g.

AC
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Risk tolerance question 4 of 6

.

4. You are considering S different investments, all of which are expected to satisfy your goal. The chart below lists
the expected range of return for each over any single one-year period. Which investment would you prefer? @

Return

o C < o] o]
Select one of the above investments
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Risk tolerance question 5 of 6

5. Choose the statement that best reflects your thoughts on achieving this financial goal. @

I'm interested in stable growth I'm interested in achieving the

in the value of my portfolio, o o maximum growth possible in my
even if it means achieving B - o L] 8] portfolio, even if it means accepting
lower results in the long run. significant short-term losses.

[Rrevicus)

g 4E
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ce question 5 @

5. Choose the statement that best reflects yd

Amerivest help

isted in achieving the
growth possible in my
teven if it means accepting
It short-term losses.

I'm interested in stable growth

in the value of my portfolio, )
even if it means achieving R
lower results in the long run.

More aggressive investing may result
in short-term volatility, which
sometimes means significant dollar
losses. But over the long run, you
may end up with more than you need
ta satisfy your goal. If you don't like
to lose money, select investments
that have lower returns but offer
more stable growth.

Fig- 47
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Risk tolerance question 6 of 6

6. How much experience do you have investing in the stock and bond markets? @

I have little or no experience. o] e} [ @] : 1 am very exnperienced.

{6‘
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A moderate risk tolerance means;

« Rationhale/factual answer 1
« Rationaleffactual answer 2
« Rationaleffactual answer 3

Eheese enether rsk tlerenes level;

To change your answers and see new results, retake the quiz.
Jselect .. &l
\

14.00% $1.000,000
12.00% | - - . e /0 -
10,00 | /@. £100,000

- 3(0096 - [ BE— - — - - 1

g o0

E BO0% | @) T

& $10,000
4.00%
2.00%
0.00% $1,00

5.F1% TR 11.73% 1546 13.31 Ter Syrs, Syrs, 10yrs,

Risk
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The right approach to asset allocation helps to offset
market volatility.

By dividing your investment among various broad asset
classes, you can benefit from the averall performance of the
market while keeping risk within the parameters you've
defined.

®Required information

17

fvhenfdolyoulexpeciitofietive?

| select_a year I ~702

I R N

=¥ (T oD s e o FCr D TR & 55 5.5

d v ¢ § B X & oaoa o poro.. o

[ years

Fig.
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Now that we've identified how much you'll need, it's time to
create an investing strategy that will align your investments
with your goal.

Select the funding strategy you prefar below. You can choose
to fully fund your investment right now, set up regular
contributions toward your goal, or revise your parameters,
Then Amerivest will create a customized portfolio for
you—ane that you can manage and rebalance with ease,

@d@ﬁt@ﬁtﬁ;ﬁﬁmlmﬁh@xﬂ

UUN  Invest [$XXX,XXX.XX] now.

—}rv ¢ Start with less and contribute
(a b over time.

How much do you want to invest naow?

$ | |

This mean you should contribute:
[$xxx,x%X.xX] per [Month[E]

ubsﬂ‘ ¢ Choose another option.

A?‘T.

]Ipcrease your timeframe

$£200,000
$150,000
$100,000
150,000
$.
$(50,000)

. $000,000)

$(150,000)

invesi over time

Invest all upfront

$ amount of contributions withadrawals \

wi wr3 S en T e @ vyr.il Y12 w15 o 17 ynl9 en 2l wn 23
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Amerivest®

0% Caelh
25% Bonds

?8%@@11’@@@

Resetalllocation delellss 7 9 AL

Based on your goal, risk tolerance, and timeframe, we recommend that your initial investment of [$xXXX] be
distributed as shown. Feel free to edit the target figures and recalculate. Why is this allocation right for you?

Asset Class Security Symbol Description ’ Target % Yarget §
Stock Il Domestic large  MMMM IV iShares S&P 500 Index [ 2s] [ 16,250
Domestic mid. MMMM  IWR iShares Russell Midcap Index [ 20| [ 13,009

Domestic small MMMM  IWM iShares Russell 2000 (Small cap) Index [ 15| | 5,750}

Int'l developed MMMM EFA iShares Europe, Australasia, Far East Index | 15| l 9,750|

Fixed income | Short term tres, MMMM SHY iShares tehman 1-3 (Short term) Gov't Index L 15| I 9,750‘
High qual. corp. MMMM LQD iShares Carparate Bond Index | ' 10] | &,500]

Cash - E Cash MMMM Amerivest Preferred Money Market I 0| I D]
Total: 100% $48766

feérd
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- Edit my Info

- Invest

- Withdraw

- Rebalance

- Perfnrmance

“hs
AMERITRADE “A- :

my Account | Account Services Help? | Logout

Am e riVE Sto;?'atent Pending Helnh @
Edit Goal

Wwould you like to invest now?

Lorem ipsum dolor sit amet consectetuer adipiscing elit. Quisgue ultrices vestibulum metus. Cum
sociis natoque penatibus et magnis dis parturient montes, nascetur ridiculus mus. Pragsent
placerat. Donec tempus urna nec orci. Mascenas lectus justo, commodo ac, aliguam a, consectetuer
sed, pede. Suspendisse diam metus, tempus id, aliquam eget, aliquam vel, velit. Nulla liberc

velit, facilisis nec, _elementum at, hendrerit nec, purus.

Review your asset allocation

0% Cash

259 Bonds

I Domaestic small
I Int'l developed

Fixed income l Short tarm tres.

Stock Domestic |arge
I Domestic mid.

l High quatl. corp.
Cash al Cash

750 Equities

Action Symbot Daesciption Last " shares Price
[buy] MMM IVVY iShares S&P S00 Index 00.00 2500 00,000.00
{buy] MMMM IWR iShares Russell Midcap Index 00.00 200 00,000.00
{sweep) MMMM IWM iShares Russell 2000 Index - 00,000.00

eunding transactions to nearest share initial investment Total: - $00,000.00
zazh, may vary slightly frora target dolar,

tlote: Due to security price fluctuation
A AUNRTE f(}’ E!x asset "6'\5""“} i

Cooz Ll

Brokerage services provided by Amernrade, Divisitn of Ameritrade, Inc, member NOSDYSTRG an offfiate of Amerivest.

Amerivest is an investment sduisory service of Anerivest Inve siment Mansgemernt, LLC, & 8EC-registered investment
adviser and wholly~owned subzidizry of &mneritrade Holding Comporation.

The Arerivest service is the sole responsibility of Anerivest, Smerivest is & registered wradernark and the ameritrade Jogo
it a wademark of Amerirade IP Compzny, Inc

Privacy statermant = Security staternent Termns & conditions

US 2005/0010516 A1



US 2005/0010516 A1

Patent Application Publication Jan. 13,2005 Sheet 16 of 28

SUGRIPUOS 8 SWASL | JUSUI93e35 AuNoes | JUSUIoIels ASeaNd
'paasasas s3ybu |1y oul ‘duedwiod d] BpeAMBWY ZODZ-T00Z © buAdod 'uoissjuued.
Yita pasn Dul ‘Auedwo) d] apesldiawy Jo yiewspedy e s| 0Bo| pue sn|d speduawy
*IdIS/ASYN 12QUWIRaW ‘'JU] 'IPRAUIWIY JO UDISIAIQ ‘SN|d SPBIIBWY
'paJojjuow s) abesn 'payiqiyold 5| BSn pue ssedde pa2NOYINEUN

. ji $8Jn1 S3|eS Usem 0}133(qns a4e 12y} SpUny Aue BUIANG Jou aJe No A

SUONEPUBIILI0I8Y ANg

KXK' KX
507 (ERPIAIPY] 335 031D [
oN - Heddl . bozivers  0OLE 09SO LI
T o S107 fEnpIIpY] 335 03 011D [
oN . ON S g ook A
N v SEEEPPVOIEIRIG  GEL XNIdA
N N _ (Grzie'ss) 0ce  Tov U

s8|es ysepn 03 128fqns  ujeg wiaf-uoys (sasso)/uieq pazijeay saleys
SUGNEPUBIIIGI5Y 1195

s80UBNbasua) Xe | 8ZARUY - ue|d JN0A 33NJ3X3 ‘P

SIVO9 Ay |

..AD [ swnosovvoms | | am:_mwuw_tcmﬁdu/\_




US 2005/0010516 A1

Patent Application Publication Jan. 13,2005 Sheet 17 of 28

¢ Sape|pisqns §3) pue uoResodson BUIDIOK 3peNUBUY Ad 3sn 404 UGBULIOIU) 18NUIDIIUDI m:__ﬂu:Ou WIWNI0D SIuL —
_...< ’ R3] u:wEmmm:ms_ uBLSAAUT Ndd 0 A3 _u:nnum._ ajO0s DUy S| IJ)MIBS ISIALBLWY YL
-

'diad BUIP|OH IPRAMSWY 0 AIRIPISQNS PIUAC-A||OYM PUR J2SIAPR JUALIISIAUI pRIa)s|Bal-o3s ue
‘377 Juawabeuepy JUIWISIAUT Nid 4O B210ias AIDSIAPE JUBLLISBAU| UE S| 3ISIALIWY

weqpaay spmoid opJo djay sop

_Ew ’ . (shepioy 1@y Jew Buipnjoxa) xmwf e sfep ¢ 'Aep

E SJnoy pz S30IAES JUa1|0 egiod asea)d 'sapna p sausuadxa nod § ‘unoooe auyuo Jnof ssagoe
0} A}]Iqe JNOA Yl BJaHa| AW SWEISAS UMO JNO 10 Jaui3Rl| 3y} 0} ssadoe Jnak Buia pau) seBejno
12U} %SV 3y} S| BUAY} 'UORIPPR U] "SJaPJ0 18X JeW Uo S301d aajuRlend JouURD A ' SUCIPUCT WBJINS

PayaJ Kjaeanoae wu few pue Ajpide: eBueya few seoud yse pue pig 1@y sew Bujaow-jse) e Uy

Sajny buipei]
SAHIN93S §EJL0 epeawy ay; o} jaslgns ale seundas ggo10 0} S18pi0
‘S8INJ3S UleyED 40} STUBWIaNbal U|DIeW [eIads malral 8sed|d

T ——— I—

0 Q_\l/.\ m..mb._o mumE “ mhonho mumE uoz on_

‘MO[BQ JBRIQ EIE|d, I NOA UBUM XIOCDOD0N( J8qUINU Junnaae
abeJay0.g apeJjlawy INOA U] 8]NJaX8 [[|M SUO(IBSURI] 883y

96°€60°'v$]| |=a0L 3aN
8Z0VLS 0’88 Jae R 2)ejs3 |EAY S SBULL MO (] SAIEYS) YA ok Ang
0z Eezze ez | yawew’ pund Xapul 34v3 )ISW S3LYSH ¥33 8 Ang
ZLpoe'L e g8°Z0LE | J18WER X3pu| 00T |13SSNY SBIEYS) W B Ang
L5'B0LS 8z LES Japen SH{dS AdS a1 Ang
52 268 GZ5G¢ | J9WEN | puog AINseall 1eaj -l UFWYISABYSIAHS | B Ang
|E30L | @pedl3ise] | suMal . 413 SaaeYSiUoRIY
13PI0 oA AlIaA
13%21] Buipes] apenuawy
V.3AVALIYIWY
+* 1 ~

'513P40 mau Bu)deid aiojag Pasol0 aAey SJapI0 1S3y PAJILNS AISNDIABI |(B JBY) 8INS axew
biopdag

¥000:200¢-008 (Y} i - [@ vopepuswwoday ANIBX] ; J5TAUEIIY

gogm\m@%@u ...<... z&_.sasmeu.mm>_._wE<,
ELAZTAR -~ | | |




US 2005/0010516 A1

Patent Application Publication Jan. 13,2005 Sheet 18 of 28

9 sa gns $3f pue uofiesodion BuioH AQ 95N 104 UONBULIOIUI (RUUBDIUCD SUIBILOD JUSWNIOD SIU ) _
L oM ucuEummCmi UBWISBAUT Nid 40 3___n_mcunum._ ajas ayy si a3jadas uuw:_._mE< syl
l._<| 'diod BuIp|oH apeJjliawy 4o AJeIpISQns PaUAC.-A||OYM PUE JBSINPE JuBWISanU| paials|bas-D3s ue

371 WAWabeuey JUBWISIAUL Ndd 40 33|NIBS AJDSIAPE JUBWIISBAU| UR S| 3SIANBWY

¥WEQP39} apiaeld o} 40 4(3Y Jo} W9 CJORGISIANS WEDIHT

{sfepjoy @y .jew Bupnjoxa) yoam & sfep ; ‘Aep

B SINBY pZ SBO|AI3S Pa 1|0 JOEUDO ases(d 'sainolyip souauadxa nak j “junoooe auuo Jnok ssas9e
03 A}1[18 JNOA Yy BuapaI Aew SwRisis UMo Jno JO Busa) 3y} 0} ssaooe Jnof Buiajoau) saleno
18U} %S) BL} S1 B} UolIppPe U) ‘SapRIa ) ew uo sead aajsriend PULIRD ap “SUORIPUCS jURLIND
wayal ApPrinaae jou few pue A|p|des aBueyo Aew saad yse pue pig 'PyJew Bujaow -jse; e u)

Sajny BuipeI]
SanInoas @10 SpE/NaWY ayl o} 10afqns ale sanuN3as GADLO 10f s4api0
"531JNJ3s UIEYad lo} UBWaInbal UjbIew jejaots mainal ases|d

‘S8930U UDIEWIYUED Jop junooar Auipery snod pays 3sed|y
"BOUP]SISSE 104 A|a}EIAALIL X000} ||ED asEa|d H(, }0U S| Snje}s Japia Aue

A0 GPELZEBD | 1IWEN 8]eis3 [E3Y G} SBUDI ma(] SAIEYG] HAI ob Ang

o QUELZERD | 1WEN puny xapu| 31v3 |ISK SAPYS! v43 [ ing
O QvELZEDB [ IWEW " ""xapuj Q0D 1135SNY S3IBYST WA ol ing
AnQ QUELZEBD | 1IWEN SHQdS AdS 1 el ing
A0 GLELZERD | 19WEW | puog AINSEal] IP9A £-L UPWLRT SAIPUSI AHS 8 Ang
SMQE}5 49paQ | AI 49pdQ | SULIa] 413 Saieyg | UORIY
Was 13pIo
¥9xa11 Bupel apessawy
i, } “
x000100¢-008 () [l JUaS JBpIQ : TSOAUBLIY

P

uoiyesodio) & < | haafapnd 3ISOAIO LY

AVl

g




Patent Application Publication Jan. 13,2005 Sheet 19 of 28 US 2005/0010516 A1

s .
AMERITRADE “A> -

LUALTIN my Account | Account Services Help? | Logout

. )
R N  Amerivest tun: pong Mon, 00 0D 2004 - XX: XX AM EST (,L/l'
For Assistance Call (886)888-8888" ’
- Invest A - Sumn i performance i  ———— i \"f
- Withdraw ccount Summary erformance
- Rebalance
- Performance Current Value: . [$XXX.XX] BRODY e
l;og\ - Edit Goal Target Goal: [Goal Name] 40.000
. . 22,000
Rebalance Goal: .[Date]
- 24,500

15000 --portfolio-$ value

R e I N N R T T I T

® Accountrebalanced . Actaal rewrn

- Invest Cash | withdraw Cash

Asset Class Current % Current §

259 Bonds Stock I Domestic large 21.91% $436,64
I Domesti;: mid. 5.18% $103,27

E Domestic small 3.70%  $1,452.72

I Int1 developed . -2.58% $95.22

Fixed income Short term tres. 56.45%  $5,212.12

High quai. corp. 14.23% $356.45

Cash gl Cash 0% $0.00

7 5% Equities Total: ~ $00,000.00

Brokerage services provided by Arneritrade, sion of Amertrede. e, member NASDYSIS an offiliste of Smerivest.
Aragrivast is an investment advisory service of Amarivest Fvetment Managemant, LG, a SEC-registered invemment

aduiser and wholiy-owped subsid of A de Molding Corporation,

The Amerivest service is the sole responsibiliy of Amerivess, Arnerivest is a registered vademark and the ameritrade logo
i5 ¥ rademark of Amnerivade IP Comp any, Ine,

Privacy staterment Security staternent Terrns & conditions

Fig.-)l
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AMERITRADE "A” ;

LALLM my Account | Account Services Help? | Logout

. @ . -
- Edit my Info AmerIVESt Patent Pending Heln @ ﬂﬂlf*
Rebalance
- Invest
- Withdraw I%
N Here’s how your current positions are allocated by asset class and how much they’ve drifted
- Pertormance . . .
Edit Goal from your target alocation. Projected total amount: $10,006.73
Assat class Symbol Dascription Target % Currentfe. Current$  Deift %
Domestic equity I VTI Vanguard Total STK MKT Index ¢ 39.77% 2L91% $436.64 13 825% 0
Fixed income AGG iShares Lehman Aggregate Bd Fd 45.18% 5.18% $103.27  44,00% 133
Cash 15.06% 72.90% - $1,452.72 _g57.g4%
5% Cash
409 Stock 20% Stock
5% Bonds
70% Cash
55% Bonds

Target sllocation Current allocation

\-/'\—\390 . L/-\_.|3|D'A

To bring your Amerivest portfalio inline with your target asset allocation the following
transactions are recommended. ’

Asset class Security Buy/Sell $Amount

Note: Your target portfolio, which is
I the basis for this guidance,is based
. on input provided, and does not
Fixed income § AGG Buy . 49.18% take into account any of your other
financialcircumstances. While we
believe that the target allocation-

: guidance provided is a soundap-
proach, you are responsible for .
\34 D determine if this approachsuits you.

Domestic equity VTl 3 Buy 35.77%

Brokerase servizes provided by Ameritvade, Division of Ameritrade, e, merrher NASDSIPG an affilate of Armerivest,

Arnerivest is an invesanent advizory service of &merivest Invement Menagermant. LT, a SEC-registerad investment
adviser and wholly-owned subsidiary of Amerizade Melding Comporation.

The Ametivest tarvice is the sole responsibilicy of Amerivest, Amerivest s 2 registered trademaric and the ameritrade logo
is & rademark of Sraeripade IP Cornpany, Ine.

Privacy statement Security staterment Terms & conditions
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Believe in yourse

my Account | Account Services Help? | Logout

- Edit my Info Amerivest%atent Pending

Invest Cash

- Withdraw

- Rebalance

- Performance
- Edit Goal

Here’s how your current positions are allocated by asset class and how much they’ve drifted
from your target allocation. Projected total amount: $1,992.63

Asset class Symbol Description Target %% Current 9. Cwrent$ Drift %

Domestic equity I VTl Vanguard Total STK MKT Index F 35.77% 21.91% $436.64 13 g9

Fixed income AGG iShares Lehman Aggregate Bd Fd 49.18% 5.18% $103.27  44.00%

Cash 15.06% 72.90% $1,452.72 _57,849
5% Cash

40% Stock 20% Stock

$% Bonds

70% Cash

55% Bonds

Tarqet allocation Curant allocation

You are increasing your account value by more than 50%. Amerivest will perform a rebalance while
investing the available cash. The following transactions are recommended.

Asset class Security Buy /Sell SAmount
- Nobe: Your target portfolio, which is
Domestic equity l VTl Buy 35.779%  the basis for this guidance,is based
- - - on input provided, and does not
Fixed income % AGG Buy - 49,18%  take into account any of your other
- financialcircurnstances. While ve

believe that the target allocation-
guidance provided is a soundap-
proach, you are responsible for
determine if this approachsuits you.

Brokarage services provided by Ameritrade, Divicion of Ameritrada, Inc., member NASLSIPC, an sffiliate of Amerivess,

Amerivest is an investment advisory service of Araerivest Investment Managemant. LLC. a SEC-registered investment
adviser and whally-owned subzidiary of Ameritrade Holding Corporation.

The &merivast service is the sole rezpenzibilite of Amerivest. Amerivast iz 3 registered tradamati 2nd the ameritrade logo
is a trrademark of Amaritrade IF Company, Inc.

Privacy statement Security statement Terms & conditions
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my Goat

§ Edit my Info

- Invest

= Uihdre® |

- Rebalance
- Performance
- Edit Goal

I,
AMERITRADE “A:

my Account | Account Services

US 2005/0010516 A1

Help? | Logout

. ®
Amerlvest Patent Pending . elp
Withdraw Cash

Here's how your current positions are allocated by asset class.
Current portfolio value $10,006.73

5% Cash Asset class Symbol * Current %o Current $§
Domestic Large Cap I VTl R 21.91% $436.64
Fixed income ﬁ AGG 5.18% $103.27
Cash g T 3.70% $1,452,72
40% Stock

55% Bonds

To withdraw cash simply enter the amount you'd like to withdraw and click "Recommended

Transactions”., If you would like to liquidate your account, click "Liguidate Assets”. A new
asset allocation will be generated showing the recomm ended transactions for cash withdrawal.

Brokerage services provided by &meritrade, Division of Arnzritrads, Inc,, nembsr NASD/SIPS, anaffiliste of Amzrivest,

Amerivest iz an investment adeisory service of Amerivest Investment Management, LLC, a SEC-reqizterad investment
advizer and wholly-owned subsidiary of Ameritrade Hulding Corporation.

The Amerivest service is the sole responsibility of Amerivest, Amerivest is a registered trademark and the ameritrade loge
iz 3 vrademark of Ameritrade IP Company, Inc.
Security staternent

Privacy statement Terms & conditions
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- Edit my Info

- Invest
- Withdraw
- Rebalance

- Edit Goal

sy
AMERITRADE “A- :

LAXLIIM my Account | Account Services Help? | Logont

¢ Believe in yourself® [ ‘v@

. ' t
Amerivest . pning Heno Job
Your Portfolio Performance

This chart shows the value of your Amerivest portfolio and related information. Select the ’7
time horizon and comparison options you wish to view, Please take time to review how these
values are calculated. ’

43,000 : - .
Dolar value contributed

40,000

w2000 Time Horizon:
FH00 |-l

Since Inception [

24,000 | -
16,000 | .- Portfolio § value - -

&000

T I ASONGCOFMAM
® Account rebalanced

How Yalues are Calculated

Target Value is an educated guess at how well your portfolio may perform based on the historical
performance of asset classes similar to those in your portfolio and forward looking estimates of economic
factors. The actual performance of your investment will vary because of many factors and your investment
may lose value. Portfolio Dollar Value is based on the value of your Amerivest holdings, but does not

include dividends, interest or expenses. Dollar Yalue Contributed represents your initial Amerivest investment
amount and money added or removed via the Amerivest Add Money and Rebalance pages. Performance

for the Conservative, Moderate, Balanced, Growth or Aggressive Portfolio shows the approximate value of

a hypothetical portfolio invested with the same amount of money in the Amerivest-recommended ETFs for that
strategy and does not include dividends, interest or expenses. None of the values shown above

reflect the impact of taxes. Please review important infnrmatiun for further details.

Here is the rate of return for your Amerivest portfolio and several comparison rates of return.
Select the time horizon and comparison options you wish to view. Please take time to review
how these rates of return are calculated. i

20%
T0%%
60%
S0%I-
40
0%
20%
1036 |-
0%
~10%
~20%%

Time Horizon:

lSince Incepﬁonﬁfﬂl

196¢ 2000 20061 2002 2003
Actusl return

How Rates of Return are Calculated

Target ROR is an educated guess at how well a hypothetical portfolio made up of asset classes similar
to those in your portfolio may perform. Target ROR assumes that distributions (such as dividends and
interest) are accumulated and reinvested at time of rebalance. Your actual ROR will vary because of
many factors and your investment may lose value. Actual ROR is based on the change in value of your
Amerivest holdings. Actual ROR does not include dividends, interest or expenses. S&P S00 ROR is based
on the S&P 500 index and does not include dividends, interest or expenses. The comparison rates of
return for Conservative, Moderate, Balanced, Growth or Aggressive Portfalios are based on a hypothetical
investment in the Amerivest-recommended ETFs for that strategy and do not include dividends, interest
or expenses. None of the rates of return shown above reflect the impact of taxes. Please review
important information for further details.

Frg. 27

Brokerage services provided by Ameritrade, Division of Ameritrade, Inc, membar NASIYSIPC, an afiliate of Amerivest.

Amerivestis an investment advisory service of Amerivezt Investment Management, LLC, a SEC-registered investrment
aduiser and whelly-owned subsidiary of Amaritrade Halding Corporation.

The Amerivest zervice is the sole rezponzibility of Amerivest. Amerivest iz 2 registered trademark 2nd the ameritrade logo
is a trademark of Ameritrade IP Company, Inc.

Privacy statement Security statement  Terms & conditions
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DYNAMIC REBALANCING OF ASSETS IN AN
INVESTMENT PORTFOLIO

RELATED APPLICATION DATA

[0001] This application claims the benefit of U.S. Provi-
sional Patent Application No. 60/447,005, filed Feb. 13,
2003, entitled “Asset Management System and Method,”
which is herein incorporated by reference in its entirety.

FIELD OF THE INVENTION

[0002] The present invention generally relates to invest-
ment portfolio management. In particular, the present inven-
tion relates to automatically rebalancing the allocation of
assets according to investment goals and other criteria.

BACKGROUND

[0003] In general, it is desirable for an investor to diversify
the assets in an investment portfolio so as to optimize the
mix of risk and return. The term “asset allocation” is used to
describe the distribution of assets among a variety of finan-
cial products in order to provide the desired balance of risk
and return for the investment portfolio. For example, equi-
ties generally provide a higher potential return on invest-
ment than bonds, but at a higher risk of potential loss.
Therefore, an investor who is planning for the short term is
well advised to have an asset allocation with more bonds
than an investor who is investing for the long term.

[0004] The number of financial products available to indi-
vidual investors has grown dramatically in recent years,
resulting in many individuals being overwhelmed by the
information and choices offered to them. To assist investors,
financial services companies have developed systems to help
individuals select the most appropriate financial products to
meet their needs. These systems typically perform analysis
based upon mathematical models regarding retirement plan-
ning and investment alternatives, for example.

[0005] Investment advisory services utilize asset alloca-
tion methodologies, in many cases using commercial port-
folio optimization software, to recommend specific market
segment or “asset-class” allocations. The systems typically
use asset allocation models to recommend allocation per-
centages among classes of financial products. These types of
known systems may provide generic asset allocation sug-
gestions, and leave the investor to find the actual combina-
tion of financial products that meet the suggested asset
allocation.

[0006] When an investor sets up an investment portfolio
using conventional asset allocation recommendations, the
initial investment is allocated among several financial prod-
ucts according to a specified asset allocation model. As time
passes, the percentage of the investor’s assets in each
investment class is likely to diverge from the initial alloca-
tion. For example, after a “bull” year, the increase in value
of an investor’s equities is likely to exceed the increase in
value of the investor’s bonds. As a result, the percentage of
the investor’s assets in equities will be higher than the initial
allocation, and the percentage of assets in bonds will be
lower than the initial allocation.

[0007] To maintain a preferred asset allocation among
various financial products in a portfolio, investors should
re-evaluate a portfolio’s risk and return balance on a peri-

Jan. 13, 2005

odic basis. This re-evaluation may result in the investor
re-allocating the portfolio’s assets. This re-evaluation and
re-allocation is commonly referred to as “rebalancing.” In
the example given above, a “rebalancing” of the investment
portfolio will cause some of the investor’s equities to be sold
and additional bonds to be purchased so as to restore the
portfolio mix to appropriate percentages consistent with the
investor’s asset allocation strategy.

[0008] The re-balancing of an investment portfolio is
generally a manual process. During the rebalancing process,
the investor, or the investor’s adviser, determines whether
the allocation of assets within a portfolio still matches the
initial suggested asset allocation parameters. If the alloca-
tion of assets no longer falls within the preferred asset
allocation parameters, the asset allocation has “drifted”, and
therefore a reallocation of assets is indicated. During a
reallocation, the investor, or the investor’s advisor, identifies
assets to sell in order to purchase assets of another class that
will bring the portfolio back into balance.

[0009] Although known investment advisory systems can
provide an investor with some guidance as to a recom-
mended asset allocation for a portfolio, they rely on the
investor to make the actual purchases and sales to create or
rebalance a portfolio. A method and system for automati-
cally creating an investment portfolio would be advanta-
geous. A method and system for automatically rebalancing
a portfolio would be advantageous. A method and system for
automatically determining a new recommended asset allo-
cation strategy due to changes in a portfolio or in an
investor’s circumstances would be advantageous. A method
of automatically creating or rebalancing a portfolio that
takes the initial or current holdings into consideration would
be advantageous. A method of creating or rebalancing a
portfolio that is tax aware would be advantageous. The
method and system of the present invention provides all of
these advantages and more.

SUMMARY OF THE INVENTION

[0010] Accordingly, exemplary aspects of the present
invention relate to allocating assets within an investment
portfolio.

[0011] Additional aspects of the present invention relate to
rebalancing asset allocation within an investment portfolio.

[0012] Additional aspects of the invention relate to creat-
ing an investment portfolio that takes into account initial
asset holdings when creating a balanced investment portfo-
lio.

[0013] Further aspects of the invention relate to rebalanc-
ing an investment portfolio taking into consideration addi-
tional infusions of funds into the portfolio and changes to
investment goals as well as asset allocation drift.

[0014] Still further aspects of the invention relate to rebal-
ancing an investment portfolio taking into account tax
consequences.

[0015] Additional aspects of the invention relate to auto-
matically rebalancing an investment portfolio.

[0016] Further aspect, features and advantages of the
invention are described in, or are apparent from, the follow-
ing detailed description.
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BRIEF DESCRIPTION OF THE DRAWINGS

[0017] Exemplary embodiments of the invention will be
described in detail, with reference to the following figures,
wherein:

[0018] FIG. 1is a high level block chart of basic processes
performed by a system of the present invention;

[0019] FIG. 2 illustrates an exemplary interface for defin-
ing a financial goal for an investor user within a system of
the present invention;

[0020] FIG. 3 illustrates an exemplary interface for deter-
mining an investor user’s risk tolerance level according to
the present invention;

[0021] FIGS. 4A-4H illustrate an exemplary interface for
a risk tolerance questionnaire;

[0022] FIG. 5 illustrates an exemplary interface for
obtaining additional investor user information relating to a
portfolio;

[0023] FIG. 6 illustrates an exemplary interface for
obtaining portfolio funding information from an investor
user;

[0024] FIG. 7 illustrates an exemplary interface for pre-
senting a recommended portfolio asset allocation to an
investor user of a system of the present invention;

[0025] FIG. 8 illustrates an exemplary interface for allow-
ing an investor user to execute the recommended asset
allocation strategy;

[0026] FIG. 9 illustrates an exemplary interface for ana-
lyzing tax consequences of creating a portfolio according to
the asset allocation parameters recommended by a system of
the present invention;

[0027] FIG. 10 illustrates an exemplary order ticket pre-
view interface according to the present invention;

[0028] FIG. 7 illustrates an exemplary order confirmation
interface according to the present invention;

[0029] FIG. 8 illustrates an exemplary interface for rec-
ommending specific financial products to be purchased in
order to obtain the recommended asset allocation strategy
for a portfolio;

[0030] FIG. 9 illustrates an exemplary interface for pre-
senting potential tax consequences of creating the recom-
mended portfolio to the investor user;

[0031] FIG. 10 illustrates an exemplary trading ticket
created for a recommended asset allocation;

[0032] FIG. 11 illustrates an exemplary optional order
receipt interface;

[0033] FIG. 12 illustrates an exemplary interface that may
be presented to an investor when managing his portfolio;

[0034] FIG. 13 illustrates an exemplary interface for
rebalancing a portfolio according to the present invention;

[0035] FIG. 14 illustrates an alternative exemplary inter-
face for rebalancing a portfolio according to the present
invention;

[0036] FIG. 15 illustrates an alternative exemplary inter-
face for displaying portfolio drift;
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[0037] FIG. 16 illustrates an alternative exemplary moni-
toring and portfolio management interface;

[0038] FIG. 17 illustrates an exemplary interface for man-
aging multiple goals according to one embodiment of the
present invention;

[0039] FIG. 18 illustrates an exemplary interface for an
investor to invest additional funds into a portfolio according
to the present invention;

[0040] FIG. 19 illustrates an exemplary interface for with-
drawing funds from a portfolio; and

[0041] FIG. 20 illustrates an exemplary interface for
monitoring the performance of a portfolio according to a
system of the present invention.

DETAILED DESCRIPTION

[0042] The exemplary systems and methods of this inven-
tion will be described in relation to an asset allocation
management system. However, to avoid unnecessarily
obscuring the present invention, the following description
omits well-known structures and devices that may be shown
in block diagram form or otherwise summarized. For the
purpose of explanation, numerous specific details are set
forth in order to provide a thorough understanding of the
present invention. It should be appreciated however that the
present invention may be practiced in a variety of ways
beyond the specific details set forth herein. For example,
while the systems and methods of this invention will be
discussed in relation to conventional Modern Portfolio
Theory, it should be appreciated that the system can be
adapted to use any method of calculating optimal asset
allocation.

[0043] Furthermore, it is to be appreciated that the various
components of the system can be located at distant portions
of a distributed network, such as a telecommunications
network and/or the Internet, or within a dedicated invest-
ment advisory system. Thus, it should be appreciated that the
various components illustrated herein can be combined into
one or more devices or collocated on a particular node of a
distributed network, such as a telecommunications network,
the Internet, a private network, a secured or unsecured
network or any combination thereof. It will be appreciated
from the following description, and for reasons of compu-
tational efficiency, that the components of the inventive
system can be arranged in any location within a distributed
network without affecting the operation of the system.

[0044] Furthermore, it should be appreciated that the vari-
ous links connecting the elements can be wired or wireless
links, or any combination thereof, or any other known or
latter developed element(s) that is capable of supplying
and/or communicating data to and from the connected
elements. Additionally, the term module as used herein can
refer to any known or later developed hardware, software or
combination of hardware and software that is capable of
performing the functionality associated with that element.

[0045] FIG. 1 illustrates a high level view of the process
100 used by a system according to the present invention. As
shown, at block 200 an investor defines his investment
goal(s) for a portfolio. At block 300, the risk tolerance of the
investor is assessed. Investment portfolio recommendations
customized to the investor’s goals and risk tolerance level
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are determined at block 400. The customized investment
plan is executed at block 500.

[0046] The embodiment of inventive process of FIG. 1 is
shown to be circular. This is to indicate that the process can
be re-executed. Process 100 may be re-executed on a spe-
cific recurring schedule, such as yearly. Alternatively, it may
be re-executed when an investor’s goals change or when
there are changes in an investor’s circumstances that would
change the parameters in subprocesses 200 and 300 that are
used by the system to calculate the customized portfolio
allocation.

[0047] In one embodiment, the subprocesses of process
100 are performed only once. In this embodiment, the arrow
between subprocess 500 and subprocess 200 would be
eliminated.

[0048] 1In a preferred embodiment, as shown in FIG. 1,
subprocess 500 is repeated on a recurring periodic basis, as
shown by “rebalancing” arrow 600. As will be described in
detail below, rebalancing the portfolio periodically helps to
correct any portfolio drift that may have occurred. In one
embodiment, portfolio rebalancing 600 may be manually
initiated by the investor.

[0049] In Subprocess 200, the investor enters certain
information that will be used by the system to determine a
customized portfolio asset allocation strategy for the inves-
tor. The investor may be prompted to enter investment goal
information in Subprocess 200. FIG. 2 illustrates an exem-
plary interface that may be used in Subprocess 200. As
shown in FIG. 2, the investor user may be prompted to enter
a name 201 for his investment goal. This optional field is
used to personalize the goal for the user. Although not shown
in FIG. 2, in another embodiment, an investor user may
define multiple goals for his investment portfolio.

[0050] In addition, the investor may be promoted to define
the type of goal, as shown by section 210. As will be
apparent to those skilled in the art, additional types of goals
are possible, and may be included in the list of goal types.
Additional information relating to the portfolio goal may
also be entered in Subprocess 206.

[0051] In Subprocess 300, the investor enters information
that will be used by the system to assess the investor’s level
of risk tolerance. The risk tolerance level affects the perfor-
mance of the portfolio over time. A more aggressive risk
tolerance level will generally result in a higher investment
return over the log term, but riskier investments also tend to
fluctuate more in value over the short term.

[0052] FIG. 3 illustrates an exemplary interface that may
be used in Subprocess 300. As shown in FIG. 3, the investor
may be presented with a limited number of risk tolerance
levels 301 to select from. In the example shown in FIG. 3,
the investor can select a “Conservative”, “Moderate”, “Bal-
anced”, “Growth” or “Aggressive” level of risk. As will be
apparent to one skilled in the art, the system could be
implemented using either a greater or smaller number of risk
levels. Information regarding the potential returns and risks
for each category are preferably shown in the interface.

[0053] As shown by button 302, in a preferred embodi-
ment the investor user may optionally elect to take a risk
tolerance quiz or questionnaire to allow the system to
recommend a risk profile according to the investor’s answers
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in the risk tolerance quiz. Many types of risk tolerance
quizzes or questionnaires are known to those skilled in the
art. FIGS. 4A-4H illustrate one embodiment of a Risk
Tolerance questionnaire that may be used to determine a
Risk Tolerance level for an investor user.

[0054] The system may prompt for further information
relating to the investor’s portfolio, as shown by the example
interface of FIG. 5. As shown, the investor user may be
prompted to enter a target year or time horizon 202. If the
portfolio goal is retirement, the investor user may be
prompted to enter an estimated retirement age 203 and
estimated desired monthly retirement withdrawals 204.

[0055] As will be apparent to those skilled in the art,
additional information could be gathered from the investor
user. Many different types of information that could be used
to optimize a portfolio’s asset allocation toward a defined
goal will be known to one skilled in the art and are intended
to come within the scope of the present invention.

[0056] The inventive system determines the amount of
funds that will need to be invested in order to reach the
desired goal within the determined risk tolerance level. As
shown in FIG. 6, the inventive system preferably allows the
investor user to invest all of the funds at once 601, invest
some funds up-front and contribute to the portfolio periodi-
cally 602, or define a customized contribution scheme 603.
Basic information regarding the various funding options
may optionally be shown, as shown in chart 605. By
allowing the investor to make periodic contributions, the
system puts the investor in the frame of mind to bring
regular inflows of assets to the investment account, thereby
increasing the investor’s likelihood of success of reaching
his investment goals.

[0057] 1In Subprocess 400, the system determines an opti-
mized portfolio asset allocation scheme based on informa-
tion entered by the investor in Subprocesses 200 and 300.
The asset allocation management system of the present
invention preferably provides a listing of particular financial
products to be held in the portfolio in order to achieve the
desired goal defined by Subprocess 200 within the risk
category selected in Subprocess 300.

[0058] As is apparent to those skilled in the art, there are
many ways of determining an asset allocation strategy. In
one embodiment, several asset allocation strategies are pre-
defined, and the system determines which strategy is the
most appropriate for the parameters entered and determined
in Subprocesses 200 and 300. Optionally, the determination
of an asset allocation strategy may be performed by a
separate module.

[0059] FIG. 7 illustrates an exemplary interface that may
be used to display the recommended asset allocation strategy
determined by Subprocess 400. As shown in FIG. 7, a
graphical view of the target allocation of assets (701) may be
displayed. Both pie chart 701 and table 702 illustrate the
percentage of funds that are recommended to be invested in
each asset class. The illustrated recommended asset alloca-
tion strategy shows how the investor user should allocate the
investment funds in order to balance the potential returns
with this investor’s level of acceptable risk so as to reach the
target goal.

[0060] In the exemplary interface shown in FIG. 7, the
example asset allocation strategy is divided between three
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broad asset classes—cash, bonds and stocks. The recom-
mended asset allocation scheme is to invest the funds as 25%
bonds, 75% stocks and 0% cash. Of course, more or fewer
asset allocation classes could be used in the recommenda-
tion. A more detailed recommended asset allocation is
shown in table 702. As shown, the assets are further divided
into classes of cash, short-term fixed income bonds, corpo-
rate bonds, domestic small, mid and large-cap stocks, and
international stocks. As will be apparent to those skilled in
the art, any number of methods could be used to display a
recommended asset allocation strategy to the investor user,
and any number of types of financial products could be used
as asset classes in the recommended asset allocation strat-

cgy.

[0061] As shown in FIG. 8, the inventive system recom-
mends specific financial products to be purchased in order to
obtain the recommended asset allocation strategy for the
portfolio. In the illustrative interface, Exchange Traded
Funds (ETFs) are used to fulfill the recommended asset
allocation strategy. As will be apparent to those skilled in the
art, different ETFs could be used, or alternatively financial
products other than ETFs could be used to fulfill the specific
recommended asset allocation strategy.

[0062] If the recommended asset allocation is unaccept-
able to the investor, he is preferably given the option to
cancel (button 802), so that he can return to Subprocesses
200 and 300 to change the parameters of the goal or change
his risk tolerance level. In addition, the investor is preferably
given the option of saving his inputs and recommended asset
allocation for future use upon returning to the system.

[0063] As shown by button 801, in a preferred embodi-
ment a single button is used to purchase all of the recom-
mended financial products. Unlike other systems that merely
provide a recommended portfolio of financial products to
purchase, the inventive system provides the ability for the
investor to purchase all of the recommended financial prod-
ucts with a single click. To the investor user, it appears that
all of the financial products are purchased simultaneously
upon clicking a single button (801). In an alternative
embodiment, there may be buttons that will execute all of
the buys for a defined group of the financial products. For
example, there could be two buttons—one to buy all of the
recommended stocks and one to buy all of the recommended
bonds.

[0064] When the investor accepts the recommended asset
allocation, he can convert his initial investment into the
recommended diversified portfolio with a single click.
Unlike other systems, the system of the present invention
creates and executes all of the necessary buy (and/or sell)
orders without further input from the user. While other
systems require the user to create a separate order for each
transaction, the system of the present invention makes this
processing invisible to the user and performs all transactions
automatically.

[0065] Subprocess 500 may be initiated by the investor
user clicking on the “Place Order” button 801 in FIG. 8.
Upon clicking “Place Order” button 801, Subprocess 500
executes the transactions needed to create the recommended
diversified portfolio in the background. The inventive sys-
tem determines appropriate buy (and/or sell) orders to create
the diversified portfolio, and executes each buy or sell order
without further input from the investor user.
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[0066] The embodiment shown assumes that the initial
investment to the portfolio is cash. However, the investor
may use other types of financial products to fund the
investment portfolio created by system according to the
present invention. For example, the investor may use shares
of a particular stock to fund the investment portfolio. If the
investor uses stock as his initial funding for the portfolio, the
system will first have to sell the initial assets in order to
purchase the recommended financial products.

[0067] In a preferred embodiment, the system of the
present invention takes the investor’s initial holdings into
account when creating buy and sell orders, thereby avoiding
unnecessary transactions. For example, if an investor is
using shares of a Vanguard Total Stock Market Index fund
to fund the portfolio, and the recommended asset allocation
is to have a portfolio consisting of 10% shares of Vanguard
Total Stock Market Index fund, 50% shares of Lehman
Aggregate Bond Fund and 40% shares of Dow Jones US
Real Estate ETF, the system of the present invention will
preferably recommend an asset allocation that will use the
currently held Vanguard shares. In this example, only the
amount of Vanguard shares needed to fund the purchase of
the required number of shares of the Lehman bond fund ETF
and the Dow Jones US Real Estate ETF is sold. This is
preferable to selling all 1000 shares of the Vanguard ETF to
fund the initial portfolio, then repurchasing enough Van-
guard ETF shares to have 10% of the recommended port-
folio consist of the Vanguard ETF shares. Transaction costs
are reduced in the present invention as the recommended
asset allocation strategy is compatible with the investor’s
current holdings.

[0068] In one embodiment, the system will consider
potential tax consequences for the investor when making
asset allocation recommendations and executing the recom-
mendation plan. In one embodiment, tax consequences are
presented to the user for consideration before executing the
recommended asset allocation. FIG. 9 illustrates an example
interface that could be presented to the investor user that
details potential tax consequences of creating the recom-
mended portfolio. Another embodiment of the “tax aware”
feature of the inventive system will be discussed further in
the rebalancing section.

[0069] In one embodiment, Subprocess 500 is executed
without further interaction with the investor user. In another
embodiment, a trading ticket is created and presented to the
user before being executed. FIG. 10 illustrates an exemplary
trading ticket created for a recommended asset allocation. As
shown in FIG. 10, in this embodiment, the user is required
to approve the execution of the trading ticket before it is
executed. As discussed above, the user is presented with a
single trading ticket instead of five different trading tickets
for each of the financial products, and need only click a
single button 1001 in order to execute all of the itemized
trades simultaneously without further user input.

[0070] The trading ticket shown in FIG. 10 is preferably
filled with real-time quotes in a trade preview format. FIG.
11 illustrates an exemplary order receipt interface that may
optionally be shown to the user after the order is placed. As
shown by FIG. 11, each individual trade is preferably given
an order number for confirmation purposes.

[0071] As is known to those skilled in the art, an invest-
ment portfolio is dynamic, and requires monitoring in order
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to provide optimal results. There are many reasons for this.
First, an investor’s goals typically change with time. In
addition, an investor’s circumstances may change. For
instance, an investor may have more money to invest in the
investment portfolio than originally predicted, or the inves-
tor may not have as much money as anticipated, or may need
to withdraw money earlier than predicted.

[0072] Therefore, in addition to making the initial pur-
chases required to create the asset portfolio, the asset allo-
cation management system of the present invention allows
for monitoring and management of the investor’s portfolio.

[0073] Rebalancing the portfolio is a task that is generally
performed on a periodic basis. A yearly rebalancing of an
investor’s portfolio is typical, although the rebalancing may
be performed either more frequently or less frequently, or at
any desired time.

[0074] Inapreferred embodiment of the present invention,
an investor can either choose to be reminded when it is time
to rebalance his portfolio, or the investor can choose to have
the system automatically rebalance the portfolio at a prede-
termined regular basis without any user input. When the
investor chooses to have the system automatically rebalance
the portfolio, the management of the portfolio goes on
“auto-pilot,” and the investor can rest assured that his
portfolio is being managed without ever having to perform
any additional management tasks on his own. In this
embodiment, once the investor makes the initial investment,
the inventive system will take care of rebalancing the
portfolio on regular intervals without any action on the part
of the investor. For many of today’s passive investors, this
is a very useful feature.

[0075] 1If the investor chooses to be reminded when it is
time to rebalance the portfolio, the reminder may take the
form of one or more emails. For example, if an investor
creates an investment portfolio using a system of the present
invention on Mar. 1, 2004, the system may send an email
reminder to the investor on Feb. 1, 2005 reminding him that
it is time to-rebalance the portfolio. If the investor takes no
action, additional reminders can be sent on Feb. 15, 2005
and Feb. 28, 2005. Any number and types of reminders can
be sent to the investor at desired times.

[0076] In one embodiment, the portfolio may automati-
cally be rebalanced after a certain number of reminders are
sent without any response from the investor. In another
embodiment, the investor can be required to log into the
inventive system and manually choose to rebalance the
portfolio before the portfolio is rebalanced.

[0077] FIG. 12 illustrates an exemplary interface that may
be presented to an investor user when he logs back into the
inventive system to manage his portfolio. By comparing
table 1201 with table 702 in FIG. 7, it is apparent that the
illustrative portfolio is no longer in balance. Although not
shown in FIG. 12, in one embodiment, the interface may
include an alert that will notify the investor that there has
been a portfolio drift.

[0078] By clicking on the “Rebalance” option 1202, the
inventive system may present an interface similar to FIG. 13
to the investor user. As shown in FIG. 13, the current status
of the portfolio is shown in section 1310. The previously
recommended asset allocation strategy is shown in section
1320. As shown in table 1330, the amount of drift for each
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asset class is calculated both in percentages and dollar
amounts. The inventive system determines the optimal
transactions needed to bring the portfolio back into balance,
as shown in section 1340. As shown by button 1341, the user
can view and execute the trading ticket needed to rebalance
the portfolio. As described above in connection with the
initial investment funds, in a preferred embodiment a system
according to the present invention will take current holdings
in the portfolio into consideration when determining what
trades are needed to rebalance the portfolio, thereby reduc-
ing transaction costs.

[0079] FIG. 14 shows an alternative interface for rebal-
ancing a portfolio. In a preferred embodiment, the user is
given the opportunity to execute all of transactions itemized
in section 1340 by clicking on button 1401. This single click
will cause all of the buy and sell transactions needed to
rebalance the portfolio to be executed simultaneously. FIG.
15 illustrates yet another embodiment that could be used to
display the portfolio drift and allow the investor user to
rebalance his portfolio with a single click. FIG. 17 illus-
trates yet another embodiment of a system according to the
present invention that allows the user to define and manage
multiple goals.

[0080] An additional exemplary monitoring and portfolio
management interface are shown in FIG. 16. As shown, the
investor user may track performance, manage multiple
goals, review historical information about the portfolio and
contact an Account Executive.

[0081] In a preferred embodiment, additional infusions of
funds can be made into the investment portfolio at any time.
The additional infusions of funds can be cash, or any other
type of financial product. In one embodiment, the system
will invest the cash (or other funds) according to the asset
allocation strategy determined by Subprocess 400 when the
investment portfolio was created. In an alternative embodi-
ment, the additional funds are distributed across the portfo-
lio pro rata to the current holdings in the portfolio at the time
the additional funds are invested. In yet another alternative
embodiment, additional infusions of funds may cause the
portfolio to be rebalanced to account for the increased
portfolio size, and are thus distributed across the portfolio in
accordance with the rebalanced asset allocation strategy.

[0082] In apreferred embodiment the system considers the
dollar amount of the additional investment in relation to the
value of the existing portfolio when determining how best to
distribute the additional funds in the portfolio. For example,
a rebalancing threshold may be set. Additional investments
that are less than this threshold are deployed “pro rata”. That
is, the additional investment is split according to the current
portfolio holdings. For example, an investor has a portfolio
whose value is $100,000. He invests an additional $3,000 in
cash into the portfolio. The additional investment rebalanc-
ing threshold is 10%. Therefore, as the addition of $3,000 is
less than 10% of the total value of the $100,000 portfolio,
the $3,000 is split pro rata. The recommended asset alloca-
tion at the time the portfolio was created was 40% bonds,
40% small cap domestic stocks and 20% international
stocks. However, the asset allocation in the portfolio has
drifted a bit, and the current distribution is 45% bonds, 30%
small cap domestic stocks and 25% international stocks. The
$3,000 will be split according to the current 45-30-25
distribution. 45% of the $3,000 will be used to purchase the
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same bond ETFs already held, 30% will be used to purchase
the same small cap ETFs and 25% will be used to purchase
the same international ETFs. Alternatively, the funds could
be distributed according to the original recommended asset
allocation strategy of 40-40-20.

[0083] If the additional investment is greater than the
additional investment rebalancing threshold, the additional
investment will cause the system to rebalance the portfolio.
Using the example above, if instead of $3,000 in cash the
investor is adding bonds worth $50,000, the system will be
rebalanced, that is, a new recommended asset allocation
strategy for the portfolio will be determined. The new asset
allocation strategy will take the additional funds into con-
sideration. In this example, the entire portfolio, including the
additional $50,000 bonds, is rebalanced according to the
updated asset allocation strategy.

[0084] When this type of rebalancing occurs, the addi-
tional investment becomes the driver of the automatic rebal-
ancing date. That is, the date of the additional investment
becomes the date used to schedule the next rebalancing of
the portfolio. Using the example above, the portfolio was
created on Mar. 1, 2003, then rebalanced on Mar. 1, 2004.
The additional $50,000 is invested on Jul. 1, 2004. The next
scheduled rebalancing is Jul. 1, 2005.

[0085] FIG. 18 illustrates an example interface that could
be used to allow an investor to invest additional funds into
the portfolio. As shown in this example, the additional cash
to be invested causes the portfolio to be out of balance, and
the investor user is allowed to convert the additional cash
into financial products recommended in the asset allocation
strategy determined by a system according to the present
invention.

[0086] FIG. 19 illustrates an example interface that could
be used to allow an investor to withdraw additional funds
from the portfolio. Like investing additional funds,. with-
drawing funds from the portfolio may cause the portfolio to
be out of balance. In a preferred embodiment, the portfolio
may be rebalanced after funds are withdrawn.

[0087] FIG. 20 illustrates an interface that could be used
by a system according to the present invention to monitor the
performance of the portfolio.

[0088] An additional feature of the present invention is the
ability to manage portfolios that have small, frequent con-
tributions. In these cases, the value of any one contribution
may not be enough to purchase the assets needed to meet the
recommended asset allocation. In this case, the system
allows cash to build up until sufficient funds are present to
purchase assets according to the recommended asset allo-
cation scheme.

[0089] For example, if the asset allocation scheme
requires 15 separate ETFs, and each ETF has a minimum
purchase of $1000, periodic small contributions of less than
$1000 will not be able to purchase shares of each ETF. The
inventive system in this case may purchase $1000 of the
ETF with the largest recommended allocation percentage.
When the next contribution is invested into the account, the
next largest ETF in the asset allocation scheme is purchased,
and so on until the portfolio holds at least one share of each
ETF. Each contribution buys into the one ETF that will bring
the portfolio closest to the optimal allocation. The portfolio
is therefore “phased into balance.”
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[0090] A further feature of the present invention is the
ability to perform constrained optimization. For example, an
investor may have a sizeable trust fund that is currently
untouchable. The inventive system may consider the size
and future distribution of this trust fund when determining a
recommended asset allocation strategy for the investor’s
other discretionary funds in the portfolio. As another
example, the investor may want to add assets that he does
not want to sell to his portfolio. In this case, the system may
take these additional funds into consideration when deter-
mining a recommended asset allocation strategy, however
not use these funds to purchase other assets for the portfolio.

[0091] Many different quantitative models could be used
to select the ETFs, stocks or other financial products to be
used in the portfolio. These models may be based on
fundamental quantitative characteristics of the various
financial products.

[0092] A further feature of the present invention is the
ability to execute the trades for rebalancing a portfolio in a
tax aware manner. In particular, investors generally like to
have short-term losses and long-term gains. For example,
stock that is sold less than a year from the purchase date is
consdiered “short term.” If the stock is sold at a loss, it is
considered a short-term loss, and can be offset against
ordinary income up to a certain limit. This is beneficial
because the tax rate on ordinary income is higher than the
tax on a long-term gain.

[0093] A system according to the present invention may
execute trade orders taking these matters into consideration.
While the exact date that a buy is executed does not
particularly matter, the date of sells may be significant.
When automatically rebalancing a portfolio on the one-year
anniversary, the system may execute loss sell orders on the
364" day after the stock was acquired, while executing gain
sell orders on the 365" day after the stock was acquired. Buy
orders may be executed on either day. In this manner, the
portfolio is rebalanced in a tax efficient manner.

[0094] The above described system can be implemented
on a computing device, such as a personal computer, PDA,
internet enabled telephone, dedicated trading computer, or
the like, or a separate programmed general purpose com-
puter having a communications device. Furthermore, the
disclosed methods may readily implemented in software
using object or object-oriented software environments that
provide portable source code that can be used on a variety
of computer or workstation platforms. Whether software or
hardware is used to implement the systems in accordance
with this invention is dependent on the speed and/or effi-
ciency requirements of the system, particular function, and
the particular software or hardware systems or micropro-
cessor or microcomputer systems being utilized. The sys-
tems and methods described herein can be readily imple-
mented in hardware and/or software using any suitable
systems or structures, devices and/or software, such as
JAVA®, by those of ordinary skill in the applicable art from
the functional description provided herein and with a basic
general knowledge of the computer and telecommunications
arts.

[0095] Moreover, the disclosed methods may be readily
implemented in software executed on a programmed general
purpose computer, a special purpose computer, a micropro-
cessor, or the like. In these instances, the systems and
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methods of this invention can be implemented as a program
embedded on a personal computer such as a JAVA®, CGI or
Perl script, as a resource residing on a server or graphics
workstation, as a routine embedded in a dedicated trading
system, or the like. The systems and methods of this
invention can also be implemented by physically incorpo-
rating this system and method into a software and/or hard-
ware system, such as the hardware and software systems of
a computer.

[0096] While this invention has been described in con-
junction with a number of embodiments, it is evident that
many alternatives, modifications, and variations are possible
in keeping with the basic principles exemplified herein.

We claim:
1. An portfolio investment management system compris-
ing:

an asset allocation strategy recommendation module
adapted to receive investment goal information and
investor risk tolerance level information from a user,
said investment goal information including at least one
of an initial investment amount or estimated contribu-
tions, and an estimated withdrawal target date, the asset
allocation strategy recommendation module determin-
ing a percentage allocation for a plurality of asset
classes,

an asset allocation strategy execution module adapted to
execute the determined asset allocation strategy, and

a rebalancing execution module adapted to automatically
rebalance the portfolio upon a predetermined condition
without any further input from the user.

2. The system of claim 1, wherein the predetermined

condition is a predetermined date.

3. The system of claim 1, wherein the predetermined date

is an anniversary date of the portfolio’s creation date.

4. The system of claim 1, wherein the predetermined

condition is an additional investment into the portfolio.

5. The system of claim 4, wherein the additional invest-

ment is greater than or equal to a predetermined threshold.

6. The system of claim 4, wherein the additional funds are

invested pro rata in accordance with the portfolio’s asset
allocation as of the date of the additional investment.
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7. The system of claim 1, wherein the asset allocation
strategy execution module executes trade orders in a tax
aware manner.

8. Amethod for portfolio management using an electronic
investment management system, comprising:

a. receiving initial investment information from a user,
including initial investment amount and financial goal
information, into the electronic investment manage-
ment system;

b. receiving risk tolerance level information from the user
into the electronic investment management system;

c¢. determining a recommended asset allocation strategy
for the investment portfolio based on the received
investment information and risk tolerance level infor-
mation;

d. implementing the recommended asset allocation strat-
egy by the investment management system; and

e. automatically rebalancing the portfolio upon a prede-
termined condition.
9. The method of claim &, wherein the predetermined
condition is a predetermined date.
10. The method of claim 9, wherein the predetermined
date is an anniversary date of the portfolio’s creation date.
11. The method of claim 8, additionally comprising:

f. receiving additional investment information from the
user.
12. The method of claim 11, additionally comprising:

g. automatically rebalancing the portfolio upon receiving

the additional investment information.

13. The method of claim 11, wherein the predetermined
condition is the additional investment being greater than or
equal to a predetermined threshold.

14. The method of claim 11, wherein the additional funds
are invested pro rata in accordance with the portfolio’s asset
allocation as of the date of the additional investment.

15. The method of claim 8, wherein executing the rebal-
ancing step () makes trade orders in a tax aware manner.



