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Reconstitution
What IS It?






to ensure the
Indexes accurately
reflect the

changing
ERG

environment...



avoid

capitalization
& style

slippage...

and ensure the

true opportunity

set IS accurately represented
for each asset class.



oIy eElgllleyY A small-cap security can

grow

Into the mid-cap range
over time.



oIy eElglley [ack of complete
reconstitution results In

sector,
capitalization
and style
biases...



all of which
challenge the
ability of an index to

represent
the market.




How to meet the challenge?

Reconstitution



Reconstitution
construction &
methodology

Determining membership for the
Russell 3000° Index



Russell 3000° Index

- We rank the U.S.
common stocks from
largest to smallest market
capitalization at each
annual reconstitution
period (end of May)




Large Cap

Russell 3000 Index

“Top 3,000 stocks
become the

Microcap



Large Cap | |adEsE Russell
3000° 1000°
Index Index

Largest 1,000
stocks become the
Russell 1000 Index

Microcap



Large Cap

Next 2,000
stocks become the
Russell 2000 Index

Banding is applied to

existing members of the
underlying indexes

Microcap

Russell
3000°
Index

Russell
1000°
Index

Russell
2000°
Index




Russell
3000°
Index

Inclusions

U.S. incorporated

companies or companies
Incorporated in a BDI
country.”

Must trade on major U.S.
exchange on the last
business day in May.

*See U.S. Index construction methodology



Russell
3000°
Index

Exclusions

Stocks trading below $1.00*
= Pink sheet and bulletin board stocks

* Closed-end mutual funds, limited
partnerships, royalty trusts, etc.

= Blank check/SPAC companies

*Average used for the
month of May for
existing members.




Russell
3000°
Index

Exclusions

Stocks trading below $1.00*

= Foreign stocks and American Depositary
Receipts (ADRS)

= Other adjustments for cross ownership and
privately held shares, to reflect shares
available for trading

= Companies under $30M in total market cap

*Average used for the
month of May for
existing members.




Russell
3000°

Index

Maintenance

Stocks deleted between reconstitution dates
are not replaced.

Spin-offs and initial public offerings are the
only additions between reconstitution dates.

Quarterly IPO additions to reflect newly
available securities. Stocks that are not IPO
additions are added only at reconstitution.



Why Is
reconstitution
Important?
markets change



The U.S. and global
markets see a lot of

change

each year.



Here Is a sample of the
global reconstitution

change
from 2011



Market capitalization rank comparison

Sample 2011 global reconstitution changes

Russell
Global
Large Cap
Index

Russell
Global
Small Cap
Index

Russell
Global
Large Cap
Index

Russell
Global
Small Cap
Index

112.0°M

SOURCE: Russell Investments. As of May 31, 2011.



Market capitalization rank comparison

Sample 2011 global reconstitution changes

LARGE  Exxon Exxon

¥ $283B $411 B
$ weighted average $ weighted average
$52.8 B $57.75 B

$ weighted average

$1.25B

SMALL  $ weighted average

CAP 5864 M




Russell Global Index

Sample 2011 global reconstitution changes

2010 2011
LARGE CAP
Adds 59
Deletes 37
# of stocks 3283

SMALL CAP
Adds 1130 844
Deletes 860 1115

# of stocks 7307 6880

SOURCE: Russell Investments. As of May 31, 2011.



Russell Global Index summary

Sample 2011 global reconstitution changes

2010 2011
LARGE CAP
# of stocks 10,590 10,389
Countries covered 48 48

Total market cap $31.6T $49.7 T

SOURCE: Russell Investments. As of May 31, 2011.



Reconstitution

Why just once a year?

Our research has shown that
Increasing the frequency of index
reconstitution increases turnover costs
to investors without offsetting benefits.

SOURCE: Russell Research: Price Pressure at Russell Index Reconstitution, April 2007



Reconstitution

Why just once a year?

The combination of annual reconstitution
and the quarterly addition of eligible initial
public offerings (IPOs) results in the most
effective balance between index turnover

and market representation.

SOURCE: Russell Research: Price Pressure at Russell Index Reconstitution, April 2007



‘Learn more

http://www.russell.com/indexes
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Russell Indexes

by Russell Investments

Russell’'s family of equity indexes, including the U.S. and
Global Indexes, allow investors to seamlessly track
performance of distinct equity markets, asset classes,

sector and industry categories worldwide.
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by Russell Investments

Investment/consulting firm founded in 1936. Located Iin
18 countries, servicing more than 2,300 institutional clients

and millions of individual shareholders in 35 countries.

As of 12/31/10. Institutional consultant Asset manager Index provider
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Copyright© Russell Investments 2011. All rights reserved. This material is proprietary and may not be reproduced, transferred, or distributed in any form other than as delivered in
this presentation format, without the prior written permission from Russell Investments. It is delivered on an “as is” basis without warranty.

Russell Investments, a Washington, USA corporation, operates through subsidiaries worldwide, and is a subsidiary of The Northwestern Mutual Life Insurance Company.
Russell Investments is the owner of the trademarks, service marks, and copyrights related to its indexes. The Russell logo is a trademark and service mark of Russell
Investments.

The Russell 3000® Index measures the performance of the largest 3000 U.S. companies representing approximately 98% of the investable U.S. equity market. The Russell

3000 Index is constructed to provide a comprehensive, unbiased, and stable barometer of the broad market and is completely reconstituted annually to ensure new and growing
equities are reflected.

Russell 1000® Index measures the performance of the large-cap segment of the U.S. equity universe. It is a subset of the Russell 3000® Index and includes approximately 1000
of the largest securities based on a combination of their market cap and current index membership. The Russell 1000 represents approximately 92% of the U.S. market. The
Russell 1000 Index is constructed to provide a comprehensive and unbiased barometer for the large-cap segment and is completely reconstituted annually to ensure new and
growing equities are reflected.

Russell 2000® Index measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000 Index is a subset of the Russell 3000® Index
representing approximately 10% of the total market capitalization of that index. It includes approximately 2000 of the smallest securities based on a combination of their market
cap and current index membership. The Russell 2000 is constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to
ensure larger stocks do not distort the performance and characteristics of the true small-cap opportunity set.

Indexes and/or benchmarks are unmanaged and are provided for general comparison purposes only. They cannot be invested in directly. Returns represent past performance,
are not a guarantee of future performance, and are not indicative of any specific investment.

Unless otherwise noted, source for the data in this presentation is Russell Investments.

Index benchmark return information is provided by vendors and although deemed reliable, is not guaranteed by Russell Investments or its affiliates.

The information, analyses and opinions set forth herein are intended to serve as general information only and should not be relied upon by any individual or entity as advice or
recommendations specific to that individual or entity. Anyone using this material should consult with their own attorney, accountant, financial or tax adviser or consultants on
whom they rely for investment advice specific to their own circumstances.

This material is not an offer, solicitation or recommendation to purchase any security.

Nothing contained in this material is intended to constitute legal, tax, securities, or investment advice, nor an opinion regarding the appropriateness of any investment, nor a
solicitation of any type. The general information contained in this publication should not be acted upon without obtaining specific legal, tax, and investment advice from alicensed
professional.

First used May 2011.

CORP-6900




