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FTSE and Rob Arnott launch first fundamental indexes 
 
 

 

Los Angeles, New York & London – July 19, 2005: - FTSE Group (FTSE), the global 

index provider and Rob Arnott, Chairman of Research Affiliates and creator of the Research 

Affiliates Fundamental Index (RAFI) have signed an agreement to work together to introduce 

fundamental indexes for the USA and international financial markets.  

 

Fundamental indexing offers investors the same features as traditional passive capitalized 

weighted indexing such as: low turnover costs, broad diversification and transparent rules 

based selection.  Most interesting is that RAFI studies indicate that the fundamental indexes 

have produced consistently higher returns, at modestly lower risk, when compared to cap 

weighted indexes. Fundamental indexing selects, ranks and weights companies, not by 

market capitalization, but by financial fundamental data points, such as sales, cash flow, book 

price and dividends.  

 

"CalPERS is intrigued by the concept of fundamental index construction and how this new 

approach may complement our traditional passive investments in market capitalization 

weighted benchmarks.  We will be examining this innovative idea closely", a spokesperson 

from CalPERS Investment Office in Sacramento commented. 

 

Matt Clark at South Dakota Investment Council stated "Late last year, we made the inaugural 

investment in the fundamental indexes approach; we felt that it was and is an important 

advance in equity management. While we focus on the long term, we have been pleased with 

the results thus far, as the process has already added over 2% in our first six months.  Part of 

the reason that we wanted to be first is that we think this idea will likely attract very 

substantial assets in the years ahead.  If so, we think that the earliest adopters can expect 

outsized benefits.” 
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FTSE RAFI 1000 for the US and FTSE RAFI Global ex US 1000 indexes will be introduced in 

Fall 2005.  Additional indexes will be introduced in the months ahead. FTSE will also assume 

calculation of the existing RAFI 1000 index at the same time.  

 

Rob Arnott, Chairman of Research Affiliates, LLC, said, “Cap weighted indexes overweight 

over-valued companies and underweight under-valued companies - this creates a 

performance drag that isn’t replicated in fundamental indexes. We have done extensive 

research and have found that fundamental weighted indexes, on average, have outperformed 

the well-known cap weighted indexes in the US by some 200 basis points a year.  In 

international applications, the benefit surpasses 300 basis points, on average” 

 

Mark Makepeace, Chief Executive FTSE Group added, “ Fundamental indexes are an exciting 

new development which will appeal to many investors. FTSE continues to innovate and bring 

more choice to investors and plan sponsors worldwide.”  

 

- ends - 

Journalists wishing more information should contact:  

Research Affiliates 

Rob Arnott     +1 626 584 2101, arnott@rallc.com 
 
FTSE Group 

New York:   Lynne Sims   +1 212 641 6168, lynne.sims@ftse.com 

London:  Sandra Steel   +44 20 7448 1821, media@ftse.com 

 

Notes to Editors 
 
About FTSE Group 
FTSE Group is a world-leader in the creation and management of indexes. With offices in London, 

Frankfurt, Hong Kong, Madrid, Paris, New York, San Francisco, and Tokyo, FTSE Group services clients 
in 77 countries worldwide.  It calculates and manages the FTSE Global Equity Index series, which 

includes world-recognised indexes ranging from the FTSE All-World Index, the FTSE4Good series and 

the FTSEurofirst Index series, as well as domestic indexes such as the prestigious FTSE 100. The 
company has collaborative arrangements with the Athens, AMEX, Cyprus, Euronext, Johannesburg 

London, Madrid, NASDAQ and Taiwan exchanges, as well as Nomura Securities, Hang Seng and Xinhua 
Finance of China. FTSE recently signed an agreement with Dow Jones Indexes to develop a single 

sector classification system for global investors. 
 

FTSE indexes are used extensively by investors worldwide for investment analysis, performance 

measurement, asset allocation, portfolio hedging and for creating a wide range of index tracking funds. 
Independent committees of senior fund managers, derivatives experts, actuaries and other experienced 

practitioners review all changes to the indexes to ensure that they are made objectively and without 
bias.  Real-time FTSE indexes are calculated on systems managed by Reuters. Prices and FX rates used 

are supplied by Reuters.   
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About Research Affiliates 
Research Affiliates, LLC, with its office in Pasadena, California was formed by Robert D. Arnott in 2002 

to engage in quantitative investment research designed to create innovative investment products. 

These products are primarily implemented and introduced to the market through affiliations with other 
firms. Research Affiliates currently has assets under management in excess of $US 8 Billion. Research 

Affiliates offers sub-advisory services, customized strategic investment consulting, and pioneering 
investment product development.  

 


