NYSE Euronext - Russell Rebalancing (Internal Only Webcast)


June 22, 2009





Corporate Speakers





 Theresa Molloy		NYSE			Vice President


 Sarah McCarthy		Russell Investments	Senior Product Manager


 Gaby Baez		Barclays Capital	Director, Equity Global Programs


 Charlie Brown		NYSE			Market Access Center





PRESENTATION


Theresa Molloy:  Hello, and good afternoon.  My name is Theresa Molloy.  I represent the New York Stock Exchange.  I'm here with my associate, [Tanya Peress], and we are thrilled to be hosting today's digital exchange webinar regarding the Russell Rebalance and its impact on trading.





We have -- we've got a great group dialing in today, and we're also thrilled that we have two great speakers with us, as well as Charlie Brown, who heads up our MAC desk.  Our first speaker is Sarah McCarthy, who is a Senior Product Manager at Russell, and it's -- really, no better way to explain the mechanics of the Russell, the rebound, as well as the hows and the whys, to have Sarah with us, who actually is part of the team that creates these rules to follow.





Also, from the trading perspective, we have [Gaby Baez], who is with us today from Barclays Capital, and Gaby is director in the equity global programs trading desk at Bar Cap, and she heads up the index and portfolio analysis team.  And Charlie -- I think everybody is familiar with Charlie.  Charlie Brown heads up our market access center, and Charlie will be here to answer any questions that you have as it relates to the MAC desk and how the MAC desk can help you through this week and especially on Friday.





We're going to have the calls a little -- set up a little bit different than usual today.  Sarah McCarthy is going to be our first guest speaker.  Sarah has a number of slides that she is going to review.  After Sarah's done speaking, we're going to take questions from Sarah -- for Sarah, specifically.  When Sarah is done taking questions, we are then going to turn the program over to Gaby Baez, and Gaby, once again, will talk on behalf of the investor community.  





As is usual, you can ask questions at the bottom of the screen.  We will do our best to answer all the questions.  There are a lot of people on the call today, so we are really going to do our best to make sure that we cover everything that you're interested in.  If we can't, we will do our best to answer those questions offline.  So, we've got a big program today, and it's my pleasure to turn the call over to Sarah McCarthy from Russell Investments.  Sarah?





Sarah McCarthy:  Thank you, Theresa.  Thanks for that introduction.  As Theresa mentioned, my name is Sarah McCarthy, and I am the Product Manager for the US index series.  So what that means is I handle, basically, the rebalancing, the rules that go into what members become members of the index, and how they are added, deleted, and all the things that you're probably interested today.





I'll discuss three main areas of the index process.  I'm just going to start with a little bit about who Russell is and why our indexes are important to the investment community, which, in turn, is why they're probably important to you as well, on how our indexes are creating the importance that reconstitution plays, and then I'll final -- I'll finish up with just what does reconstitution look like for 2009 and how big would companies need to be to be members of the indexes, et cetera.





So the first slide is just a little bit about Russell, in general, for those of you who aren't familiar with Russell.  Russell is really an investment firm.  Our roots come from institutional consulting.  You can see here some of our biggest institutional consulting clients are people like Boeing, Coca-Cola, Toyota.  Those are kind of where our roots were founded from.  We -- because of our consulting business, we analyze about 5,200 money managers each year and products.  We're also an asset manager.  We have a fund of funds business with about $136 billion in assets under management.  





And finally, we're an index provider.  Although we're probably most well known for being an index provider, it is actually a very small part -- not very small, but it is a small portion -- smaller portion of the Russell Index business, although it is what we're most known for.  We have about $4.3 trillion, which are benchmark to our Russell indexes, and note that is from June of 2008, so it's probably quite a bit less at this point, but we only take that survey once a year.  And we have about $377 billion in passive assets, which is why a reconstitution and some other rebalances in the Russell indexes gets such great attention.





On the next slide, it just goes over a little bit about why our indexes were created.  With our roots being in the consulting business, one of our fundamental tasks, really, is research; it's to understand managers, how they behave, and to recommend those many managers to our consulting business, as well as to our Fund business now.  





So back in 1984, when our indexes were created, we felt there was, really, a need for more appropriate benchmarks in order to benchmark active managers to give a good gauge of how they're actually performing and to truly represent the security that these managers have to choose from.  So active managers choose from -- as many securities are out there, and our indexes give them tools to see how many companies, excuse me, are out there that is in their pond to fish in, if you will.





On the next slide, it's just a quick overview of what our indexes are used for.  First of all, they're used for benchmarks, and benchmarks are important to companies as well, because this is the pond, again, that active managers are looking at to see what securities they can choose from in order to build their portfolios.  And they make active bets against going -- either going with the benchmark or going against the benchmark, and that's their active decision making process.  





They're also asset class proxies for small cap style, large cap, a way to gauge what those different asset classes are doing and finally, they're trading vehicles.  You know about options and futures, ETS, and other trading vehicles that are out there, based off of indexes.





What might surprise you on the next slide -- and just talk a little bit about the Russell indexes importance in investment community.  Nine out of the top ten most used benchmarks come from Russell, which might surprise a lot of you.  This is again why reconstitution is so important and the rebalancing of what companies go in and out of our indexes.  And it's not just the Russell 2000.  So for companies that are looking at -- if they're a member of the Russell 2000, it's really more than that.  It's our style indexes, it's our Russell 1000, which is our S&P 500 counterpart, mid-cap, and our broad market Russell 3000 Index, which I'll go over in a minute here.





Also, what is probably of importance is the number of assets that are tracked against our indexes from a passive perspective.  These are passive vehicles that are actually tracking our index as close as they can, and Gaby will talk a little bit about -- more about this when she talks.  But you'll also note, it might be a surprise that our large cap and our broad cap market indexes have a large percentage of the assets that are in our Russell index funds, which are out there in the investment community.





So changing tracks a little bit, let's talk about how the indexes are created and how a company gets in or out of the indexes.  First of all, the Russell indexes are 100% objective.  So there is nothing that a company can do, other than really understand our rules, in order to get into the index.  We're 100% rules based.  There's no committee making a decision on what companies come in or out.  I get a lot of companies that call to ask if they can petition to get in or petition to be in a different index.  There is nothing committee based on this; it's all rules based.  





Now we do take a lot of information from companies, such as yourselves, as well as the investment community, to work on our rules.  If our rules are outdated, or there's something we need to take into better consideration, we do do that.  But from a company specific perspective, there really is nothing that a company can do other than mostly just understand the rules.  





For example, one of our rules is that a company must be incorporated in the US or in what we designate as a benefit driven incorporation, which are like Cayman Islands, Bermuda, those kind of tax shelters outside of the US.  So it's important when a company makes a decision to reincorporate or to go to another country that they understand that that does influence the inclusion, potentially, in the Russell indexes.





Our indexes are comprehensive.  We cover about 98% of the US market, so at a certain market cap level, we include everybody, with certain exclusions, which I'll go over in a minute, as far as company structure and those types of things, but we do cover about 98% of the US market.





We're modular, which means that we -- the indexes all fit together.  So if you're not a member of the Russell 2000 because you've grown bigger, you will be a member of the Russell 1000.  If you're not a member of the Russell 2000 because you're slightly smaller, you will be a member of our Russell Microcap Index.  So, the indexes all fit together.  So just because you're not a member of the Russell 2000 does not mean you're not a member of the Russell indexes.  As well, we also have a global family that we've just launched, which means if you are incorporated outside the US, potentially, you would probably be a member of our global index.





We maintain the indexes on a daily basis, due to corporate actions, annually, due to reconstitution, which is what we're all here for right now, and IPOs are added on a quarterly basis.  So you can see from the diagram that the Russell 3000 takes up, basically, about 98% of the US market cap, and we have the Russell Microcap at the bottom.  And the Russell 1000 and the 2000 are simply subsets of that.





So, what is reconstitution?  Reconstitution is the time that we rebalance the whole universe of our stocks.  So what that means is, that means we redefine what we consider small, medium, and large; that's our Russell 1000 and our Russell 2000 indexes.  We redefine what the bottom of the market is, so that would define what is the bottom, smallest company that would go into the microcap index.  It redefines, potentially, what goes into the small cap index, the Russell 2000, as well.  So, it's just a rebalancing of the entire market cap in the entire US market from a -- what's eligible, as well as what the definition of small, medium, large microcap, as well as our style indexes.





Why rebalance?  Why do we rebalance the indexes?  We rebalance them, because it's important that when we're talking about the benchmarks and active managers looking at what their opportunity set is to purchase securities within their portfolios.  It's important that we rebalance that to make sure that we're accurately representing what truly is in that opportunity set of those managers.  





So if it's truly a small cap manager, we want to make sure that we don't have a $10 trillion company or $1 billion company in the Russell 2000 index and vice versa.  So, it truly reflects the opportunity sets these managers are going after in order to take active management decisions based off of those universes.





So let’s take a look at the reconstitution calendar on the next page, and we'll go over what this means for you guys, as far as the reconstitution process.  So, on May 29 this year -- it’s the last business day of May -- this year just happens to be May 29 -- we take a snapshot of the US equity market.  And what that means is we rank everybody in the US market that is eligible -- and again, I'll go over what is eligible here in a second, based off of their shares outstanding and their price as of May 29.  





June 12, two weeks ago, or a week and a half ago, I guess, we released what we consider the adds and the deletes to the Russell indexes.  That is publicly available on russell.com for the Russell Global Index, the Russell 3000, and the Russell Microcap Index.  These lists will not show a company if they are going from the one to the two.  It will just purely show if they are deleted out of the bottom of the Russell 3000. Last Friday we made updates to that list.  There are actually no changes from the 12th, so if you looked at the list on the 12th, you should be safe to assume that that list remains the same as of last Friday.  





And the 26th, this coming Friday, will be when the reconstitution is effective.  So this is the time when all of the active managers and, potentially, the passive managers rebalance their portfolios as well, to get into line with what the Russell indexes look like.  We release final membership to the public on the 29th, which will include the Russell 1000, the Russell 3000, 2000, mid-cap, and microcap indexes.  So this is when companies can get a chance to actually see, did you move up into the Russell 1000, or did you stay in the 2000 or vice versa.





Let's talk about what it takes to be a member of the index.  First of all, inclusions I've mentioned earlier.  You must be a US incorporated company, first and foremost, or a company that's incorporated in one of our BDI countries.  You can look out on russell.com.  We have a list of the countries that we consider BDIs, and what we mean by that, those are the island nations, like Bermuda, Caymans, those type of places.  And then there's a rules around that, if you are incorporated in those countries, if your headquarters in the US, your trading volume, et cetera.  





You must trade on a US exchange the last business day of May.  So if you do not trade at all in the US on the last trading day of May, but you did the day before, you are still ineligible for the indexes. Exclusions.  You are not eligible for the Russell indexes if your stock trades below $1.00 on the last trading day of May, or this year we said if you are an existing member, if your average during the month of May is less than $1.00, you are no longer eligible for the Russell indexes.





You cannot trade OTC or pink sheets.  You cannot be a close end a mutual fund, a limited partnership, or a blank check company, sometimes referred to as SPAC.  We do not include ADRs in our indexes -- in the US index series.  And companies under $30 million this year are ineligible.  The entire market cap of the US has gone down, as everybody probably is aware, so with this year we instituted a hard cut at the bottom of our indexes to eliminate some of the very, very, very small companies from the index.





From a maintenance perspective, if you did not make reconstitution this year, we will not reassess until the next year; we only do it once a year.  If stocks are deleted during reconstitution, due to corporate action, reincorporation, something of that sort, they are not replaced.  The only additions during the year are due to spin-offs from a member company or initial public offerings in -- we do that on a quarterly basis.  





But other than that, if you are delete on reconstitution this year, the next time we will look at you is as of next year's reconstitution to become a member.  And vice versa, you will not be deleted unless it's due to corporate action activity throughout the year if you are a member.





On the next slide -- I mentioned this a little bit, but basically this is the process.  It's pretty simple.  If you meet all of the inclusions that I've listed below or don't have any of the exclusions, what we do is we put you on a list, and the list is based off of the largest companies in the US, sorted in descending order; so from largest to smallest, of all the securities in the US.  And the top 4000 stocks, if there are enough eligible stocks -- this we actually did not have enough eligible stocks to make our 4000 cut, becomes what we call the 3000E, which is our extended into microcap space.





The top 3000 become the Russell 3000.  The largest 1000 of that becomes the 1000.  You see a pattern going here.  The next 2000 is the Russell 2000 index.  And then that smallest piece, under the Russell 3000, becomes microcap.  So again, if you were deleted from the Russell 2000, simply because of size, there's a good chance that you're probably in the microcap index as of this year.





We also apply what is called a banding methodology to prevent companies from just slightly being above the 1000 cut to going up to the one or vice versa.  So if you were a member of the Russell 2000, but your capitalization size isn't quite -- hasn't exceeded a lot, there's a potential you may remain a member of the 2000.  If you're a member of the 1000, and your market cap has not slipped substantially, there's a chance that you may be -- continue to be a member of the 1000 there.  





We put a banding around there to avoid excess turnover between indexes for those companies that are just right on the line of -- between the 1000 and the 2000.  And again, all those rules can be found on russell.com in our construction methodology document.





So let's take a look at what the market cap ranges look like for this year.  We were originally going to do this webcast before we made our initial list, but now I'm able to give you actually what the ranks were for how big your companies would need to be to be in the index.  The -- on the left-hand side you'll see what 2008 looks like, right next to 2009.  As you can tell, the market caps obviously went down substantially, about $1 billion, between the cut to the one and the two, but let's just review this a little bit.  





So for 2009, as I mentioned, to get into the Russell Microcap Index at the bottom, you would have had to be a $30 million company.  To make it into the Russell 2000 Index, you would have had to be a $78 million company.  The cut between the Russell 2000 and the Russell 1000 was about 1.2 for a new member coming into the index, but if you were an existing member in the Russell 2000, you would have remained there if your market cap was approximately less than $1.7 billion.  If you were a 1000 member previously, and your market cap did not slip below $829 million, you would remain a Russell 1000 member.





So that's how it stacked up in 2009, based off of our cuts.  Again, it's a very simplistic, objective cut of how we determine small, medium, and large, and also how we determine if you are or are not a member of the index.





So, in summary, all of our information is available on russell.com.  I would encourage companies to be aware of just the rules.  Everything is publicly available.  There's no mystery or secret sauce, really; it's all publicly available on russell.com.  Any questions that a company would have, you'd be more than welcome to call our client service area, and they can help you walk through any of the rules that don't seem clear enough.  





But again, we're 100% objective.  It's all rules based.  There's no committee meetings to see if a company gets in or out of the index.  It's all in black and white on our website to determine whether you will be a member or not.  So the best thing that companies can really do, at this point, is just be educated.  About 90 days before reconstitution period, we would release any changes to our rules. So, about April next year, you can start looking at our website for any rule changes that potentially would have come for 2010 reconstitution.





So with that, Theresa, I'll take any questions.





Theresa Molloy:  Okay, great.  I just want to remind the audience that we have Sarah with us for a limited amount of time before we turn it over to Gaby, so if you have not asked us any questions online, if you could please do so right now, and we'll do our best to get to them. In the interim, we do have a few questions from the audience.  So I'll start with the first one, which is the calculation of market value for the index.  How do you do that?





QUESTION AND ANSWER SESSION





Sarah McCarthy:  Okay.  Our -- well, let me start with the definition of market cap versus market value, just to make sure I understand the question.  Our rank, meaning if you become a member of the Russell indexes -- it's based off of total market capitalization.  So, we take your common shares outstanding times your price on May 29.  It's pretty much that simple.





As of -- when you say market value, when we actually put your company in the index, we put it in with a -- the number of shares that are actually available to investors.  So we will remove any large private holders, any officers or directors holdings, any ESOP plans that are over a certain percent.  The types of shares that are not available for the public investor to get to we will remove from the actual shares that we put in the index.  That number, however, has nothing to do with the inclusion or the exclusion of your firm.  That is based off of a total market capitalization. 





Theresa Molloy:  Okay.  All righty.  Now we have a question about ADRs.  As you mentioned, they are excluded from the indices.  What about the global indices?





Sarah McCarthy:  On a case by case basis, they are included in the global indexes if that's the most liquid security, and there's no a liquid security on the local issue.  But for the most part, we try to use the local issue in the global indexes as well.





Theresa Molloy:  Okay.  Now we have a question regarding -- you mentioned that publicly traded partnerships are excluded, and one of our listeners would like to know why the publicly traded partnerships are excluded.





Sarah McCarthy:  We try to mimic the -- what managers are really in their active opportunity set, and there's a lot of idiosyncrasies with partnerships that make those not typically within the active managers' opportunity sets.  Can't comment on the specifics; there's specific differences. But, we can certainly take that offline and get a more detailed answer if you'd like.





Theresa Molloy:  Yes.  I'll note the -- our participant's information, and definitely we'll get back to him on that.





Sarah McCarthy:  Perfect.





Theresa Molloy:  All righty.  And we have another question, just going back to market cap for second.  So it appears that market cap is the only driver of the calculation.





Sarah McCarthy:  Yes, as long as they meet all of the rules for inclusion.  You know, the over a dollar --.





Theresa Molloy:  I -- yes.





Sarah McCarthy:  Yes.  All that.  Market cap is really the driver of whether you're included or not.  True.  Yes.





Theresa Molloy:  Okay.  All righty.  Great.  Okay.  Last chance for questions for Sarah before Sarah adjourns her presentation, and then we move on.  Okay. This is just a -- more of a qualitative question regarding the difference that you saw in 2008 and 2009, if you have -- if you want to add anything about price -- average stock price or market value.





Sarah McCarthy:  I think what was interesting about the difference between 2008 and 2009, I think, going into reconstitution of 2009, we thought there would be just a lot of movement between the one and the two and out the bottom.  And interestingly enough, it seemed like companies pretty much moved together, so the turnover or the number of companies going in and out of the one and the two is actually relatively flat from last year.  





So, I think that was a surprise to a lot of people thinking that there would be a lot of movement kind of back and forth.  But since the market kind of just moved together from the sector perspective and even from a company perspective, that the movements just really aren't any bigger than they've been in years past.





Theresa Molloy:  Okay.  All righty.  Okay.  That's all we have for Sarah, and I want to say thank you once again, Sarah.  It was extremely helpful.  We have one question outstanding that we'll circle back with you later on this afternoon, and once again, thanks so much.  We really do appreciate your time, and I am now going to turn the program over to Gaby Baez from Barclays Capital.  Gaby, are you on the line?





Gaby Baez:  I am.  Thank you very much.





Theresa Molloy:  Great.  Okay. Terrific.  And Gaby does not have slides, so for those of you who are looking for slides, there are none.





PRESENTATION





Gaby Baez:  Great.  Thank you.  Thanks, everyone, for joining us.  I work on the program trading desk at Barclays Capital.  The program trading desk is the one responsible for trading baskets of stock.  So we work with index funds, with institutional investors who want to trade several names at the same time, due to rebalancing baskets or putting inflows into funds or taking funds out of a specific strategy, things like that.





My specific role is investment portfolio analysis, so what my team does is strategies around index events, like the Russell reconstitutions.  We try to forecast what the changes will be like before they get announced, and we analyze the actual changes once they are confirmed by the index provider, and we discuss these changes with our clients.  So just to give you a brief timeline about the type of work that we would do for the Russell reconstitutions, as well as the different types of players that get involved in.  





We start forecasting what the reconstitutions look like as early as the beginning of the year.  We start keeping track of companies that have outperformed relatively to the rest of the market that could get added to the Russell 2000, as well as companies that have underperformed and could get removed.





Once we get much closer to the actual rebalance announcement date, we'll also pay closer attention to companies moving between the indices, as well as re-weightings within each index.  And the people that we talk about this are very varied.  As you can imagine, we'll definitely speak with the index managers, so these are your State Streets, BGIs, Vanguards, (inaudible), all the big index managers who care about the rebalance, because they'll need to adjust their portfolios to reflect the new indices.





But they are by no means the only people who care about it.  The other types of clients who look at the reconstitution include your traditional, active long only managers, who are benchmarked to Russell.  They may not want to trade around the reconstitution, but they do want to understand how the benchmark is changing.  So, for example, if I'm a Russell 1000 growth manager, and the weight of energy is going down in my benchmark, I want to be aware of that, because I might want to have an underweight set in the energy sector, and if the weight of the index goes down, I may not be underweight anymore.  So that type of --





Theresa Molloy:  Gaby, I'm sorry, I'm sorry, I don't mean -- mean to interrupt you, but we've had two questions from people in our audience regarding the audio on the call.





Gaby Baez:  Yes?





Theresa Molloy:  Can you -- I don't know if you're on a headset or if you're on a -- if you're not on a landline -- if you could just speak a little bit closer to --.





Gaby Baez:  I'll use my handset.





Theresa Molloy:  Okay, great.  Thank you.





Gaby Baez:  Yes.  Yes, so index funds, then active managers who want to understand how their benchmark is changing, not necessarily to trade, but just to make sure they're aware of how their sector exposures are changing, things like that.  We also speak with event driven players, who look at an index event as any other type of event that might have arbitrage opportunities.  





And the -- last but not least is, as Sarah was mentioning, indices are useful for trading vehicles for futures products, for exchange traded funds, for options, and other derivatives products.  And people who trade these derivatives care about how the indexes are changing, because they'll need to make sure they adjust their hedges around these rebalance events.  





So, in terms of what we tend to see around the trading impact of it is the actual rebalancing itself is the day when you see most of the liquidity, most of the trading volume take place, particularly at the close and after the closing of trading during the crossing sessions.  So expect to see this Friday, very large volumes on Friday, very large prints and -- market on closing balances, and potentially, increased volatility at the close, as all of these buying and selling orders need to get done.  





However, and this surprises a lot of people, because the index funds aren't the only ones who are trading, because all of these other players that I discussed are also involved in the rebalance, the rebalance may not perform as you think.  In other words, for the last five years or so, the companies that get added to the Russell 2000 have been underperforming on the effective date of inclusion, and the companies that get deleted tend to outperform on the effective date.  





Now, this isn't a prolonged trend, by any means; it's just what happens on the effective date of inclusion, due to all the imbalances that take place between all the different traders that I mentioned.





On a longer term basis, the impact of the rebalance tends to be -- have two main components.  The first one is being a member of the index does tend to give you a liquidity premium.  So, I'm not saying that a company that trades less than 10,000 shares a day is going to start trading millions of shares, but you may start seeing it trade tens of thousands of shares per day.  





And the reason is that index funds have daily flows that they need to reinvest back into the index or take out of the index because of hedging activity from all the trading vehicles that we discussed.  All of these things will contribute into having higher volume traded for member stocks, and conversely, lower volume for stocks that leave the indices altogether.





The second one, on a performance basis, it's a little harder to gauge.  Companies that get added to the index, as Sarah discussed the methodology, and you can imagine, are the best performing stocks from the previous year.  So it's hard to say when does the outperformance turn from being -- the company is being added because it outperformed to it starts outperforming because it's being added, and all these index funds have to buy it.  So, it's kind of a chicken and egg type of situation there.  





But we do tend to see that after the June rebalance, there is some reversion in the market, and the outperformance that some of the additions had before, leading up into the reconstitution reverts, and conversely, the underperformance that some of the deletions tend to see reverts, and they tend to outperform.  But again, this is more of a overall trend and not necessarily every single stock.  Obviously, single stock risk and single stock factors will dominate in the absence of any other news in the market.  





So those are the kinds of things that we look for, the kinds of things that our clients ask us about, and I'm happy to take any questions, if you'd like.





Theresa Molloy:  Okay.  We do have a question.  This is regarding the volatility at the end of the day.  You mentioned market on close.  Can you give us an explanation about why it happens at the end of the day and what some of our customers can expect that are both being added, as well as being removed, from the index?





Gaby Baez:  Yes.





Theresa Molloy:  So is there more volatility for the companies that are being added; less volatility for the companies that are being removed?





Gaby Baez:  On the effective day itself, what happens is that index funds are benchmarked to the closing price on June 26.  So I don't know if you guys are aware of how the closing price is set in the New York Stock Exchange, and Charlie, if you have any additional comments, please feel free to add to this.  But basically, up until 3:40 p.m., you can introduce a market on close order, and it means that you'll get the closing price, no matter what it is, and that's the type of orders that you'll see a lot of on June 26.  





So at the end of the day, the specialist takes all these market on close imbalance orders and carries them off against each other and against other orders that are in the market to try to come up with a closing price.  And if there are too many of these orders on one side, meaning there are too many to buy and not enough to sell, the price needs to keep going up until the market clears.  





Now, on the other hand, if there are too many sell orders and not enough buy orders, the price needs to keep moving down until you get a clearing price, so that all these orders get executed.  So that's why you can see a lot of the volatility at the close.  On a normal day, there are markets on close imbalance, but there's no rebalance event that will mean that there are higher than usual number of market on close orders.  So that's where you tend to see a lot of the volatility at the close on the rebalance day.





As to whether the adds or the deletes have more -- actually, the deletes can sometimes have more volatility, just because they're lower priced stocks.  So when you have stocks that are trading under $1.00, a move of one or two pennies, it's a lot more in percentage terms than a $20 stock moving one or two pennies.  So, that's why we tend to see more volatility in the deletes.





Theresa Molloy:  Okay.  All righty.  Are there any other questions for Gaby?  We've got another minute or two, so why don't we -- Charlie, if you're still on the line, if you'd like to add anything, as well, before we adjourn.





Charlie Brown:  No, I'm still on.  I think Gaby did a great job of explaining exactly how the volatility can change at the end of the day.  That's the simplified version of explaining it, and that's the way they should consider it. We're here to -- at the MAC desk to proactively reach out to you guys to give you updates on anything that we see that's unusual.  





Clearly, on the market on close orders on the 26th, that's probably where the most volatility is going to occur and the most volumes going to occur, but there has been rebalancing that's been occurring over the past couple of weeks.  And we've been trying to keep you guys updated in terms of posting on NYSE Connect, as well as mentioning it in the midday updates and with our periodic outreaches to companies that we talk to.  So, we're constantly on it, and we'll keep you updated on anything that we might see.





Theresa Molloy:  Okay.  And, Charlie, that's a great point about NYSE Connect, because for those of you who are going to be impacted by the Russell, and that's the majority of our list of companies, if you tune into NYSE Connect on a daily basis, Charlie will be giving you updates.  But also, most importantly, you can talk to Charlie directly via NYSE Connect, as well as collaborate with your colleagues that are also going through the same experience of the rebalancing.  





So certainly, the sharing of the information, I think, can be extremely helpful, especially during a week where there is such a -- the Russell clearly only comes around once a year, and it is one of the most important market events throughout the year.  So, please feel free to check in with NYSE Connect and Charlie and Rich if you have any questions this week.





That's about all we have today.  Gaby, thank you so much.  We really do appreciate you taking time out of your busy schedule to join us.  And for everybody on the call, this is a record breaker.  We had probably the most attendance that we've had all year.  So, thanks so much.  It is a very, very important week here, and we look forward to keeping in touch.  Thank you.





