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“Has Ibbotson  
found a better way 
to beat the market?”
Source: TheStreet, 2014.

Since 1977, Roger Ibbotson has conducted groundbreaking research on asset 
allocation and investment strategies. His daring prediction — large-cap stock returns 
over 11% annually would lead to the Dow breaking 10,000 — made him one of the 
most famous names in finance.1

His four-decade teaching career with the University of Chicago and Yale University 
has included 10 prestigious Graham and Dodd Awards and placed him among a 
select group of academics who have helped change the way investors think.

Professor Ibbotson and his team at Zebra Capital Management now bring that wealth 
of experience to the design of the new NYSE® Zebra Edge™ Index. This dynamic index 
capitalizes on the core insight of his career: stocks historically have provided higher 
returns than bonds.

1 Source: The Equity Risk Premium, 2006. 

This brochure was designed to provide information on the NYSE® Zebra Edge™ Index and should be used in conjunction with 
the Nationwide New Heights® fixed indexed annuity materials. It does not describe the New Heights product or historical 
crediting rates of the product. For more information on New Heights, please ask your financial professional for a product 
brochure. Fixed indexed annuities are not an investment and do not directly invest in the stock market or any index.

Roger G. Ibbotson, PhD.

• Chairman and Chief Investment Officer,  
Zebra Capital Management

• Professor Emeritus, Yale School of Management

• Founder of Ibbotson Associates, now a 
Morningstar Company



Early in his career, Professor Roger Ibbotson realized that for different 
asset classes — like stocks, bonds and cash — more risk generally offers more 
return. More recently he specifically looked within the stock market, and the 
relationship wasn’t there — riskier stocks did not consistently offer higher 
returns. To find out why, Ibbotson turned to behavioral finance. 

Ibbotson found his answer in what he calls “popularity.” The most popular 
stocks based on trading frequency had a tendency, in general, to provide 
below average returns. Ibbotson believed that stocks that were less popular 
had a better opportunity for returns: “The people who were popular in high 
school are not going to become more popular in later life. That is good news 
for those of us who were not. Things that have something wrong with them 
are easier to improve.”2

The NYSE® Zebra Edge™ Index is a rules-based, risk-controlled index which 
leverages Ibbotson’s behavioral research. Less popular and less volatile 
stocks provide the potential for consistent long-term returns. 

Risk control seeks to provide smoother returns and mitigate sharp market fluctuations. While this type of strategy can 
lessen the impact of market downturns, it can also lessen the impact of market upturns, potentially limiting upside 
potential. For additional information regarding the NYSE® Zebra Edge™ investment strategy and related risks, please visit 
www.nyse.com/zedgeny. 

2 Source: The Financial Times, 4 Mar 2016.

“Can we potentially 
achieve lower risk 
and higher return?”

—Prof. Roger G. Ibbotson



3  The 500 largest publicly traded companies in the United States as represented by the NYSE® U.S. Large Cap Equal Weight Index. 
The stock selection process occurs in February, May, August and November.

Ibbotson’s cool stock 
selection process
The NYSE® Zebra Edge™ Index evaluates the 500 largest publicly traded companies in 
the United States each quarter and removes the most popular and the most volatile.3 
The diagram below shows how every three months the NYSE® Zebra Edge™ Index 
selects on average 197 stocks with the potential for higher returns with less risk.
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REMOVE 

HOT STOCKS
Remove stocks that have been the most frequently 
traded over the last two years and stocks with the 
highest three-month and one-year volatility.

Analyze the popularity and volatility of the 500 
largest publicly traded companies in the U.S.

Weight the remaining cool stocks equally 
to provide a more diversified and balanced 
opportunity for returns. 

NYSE® then applies a risk control methodology that makes daily adjustments to the allocations 
between the selected Cool Stocks, U.S. Treasuries and an interest-free cash account. This daily 
re-allocation further reduces risk when markets are volatile, moving rapidly up or down. 

Key Terms
• Cool stocks – Stocks that have been less frequently traded over the last two years and have had lower 

volatility over the last three months and one year.

• Hot stocks – Stocks that have been the most frequently traded over the last two years and have had 
higher volatility over the last three months and one year. 

• Popularity – The tendency for some stocks to be traded more frequently than others because of name 
recognition or other factors.

• Volatility – The daily price changes in a stock, up or down, which historically has been an indication of risk.



Performance period from 7/6/00 to 12/31/16. Compound annual returns for the NYSE® Zebra Edge™ Index and a non-risk controlled hot stocks 
strategy that is equally weighted. The NYSE® Zebra Edge™ Index was established on 10/11/16. Performance for the NYSE® Zebra Edge™ Index is 
back-tested by applying the NYSE® Zebra Edge™ Index strategy, which was designed with the benefit of hindsight, to historical financial data. 
A non-risk controlled hot stocks strategy could provide higher returns during certain periods of time. Back-tested performance is hypothetical 
and has been provided for informational purposes only. Past performance is not indicative of nor does it guarantee future performance.

Hot and cool stocks based on the quarterly selection in November 2016. This is not a complete list of the selected 
stocks, which may change each selection and is not a recommendation to buy or sell any individual stock.

The power of selecting 
the cool stocks
While cool stocks often include lesser known companies, Ibbotson and his team at Zebra Capital 
Management have found that, on average, they also had a tendency to provide higher long-term 
returns. Hot stocks often include well-known brand names and, in general, had a tendency to 
experience higher volatility. The table below lists some examples of cool and hot stocks. 

A SAMPLE OF COOL AND HOT STOCKS

COOL STOCKS

Over time, the NYSE® Zebra Edge™ Index’s approach of selecting the cool stocks would have 
provided a higher average annual return than the hot stocks that were eliminated. 

NYSE® Zebra Edge™ Index HOT STOCKS

THE POTENTIAL BENEFIT OF AVOIDING HOT STOCKS

4.63% Annual Return5.43% Annual Return

HOT STOCKS

Medtronic

United Technologies

Reynolds American

Mondelez International

Kimberly-Clark

Danaher

Waste Management

ConAgra Foods

Monster Beverage

Facebook

News Corp

Harley-Davidson

Halliburton

PayPal

Netflix

Chipotle



4 Volatility based on standard deviation of the daily price changes in each index from 7/6/00 to 12/31/16.

Source: NYSE® and S&P Dow Jones®. From 7/6/00 to 12/31/16. The NYSE® Zebra Edge™ Index was established on 10/11/2016. 
Performance for the NYSE® Zebra Edge™ Index is back-tested by applying the NYSE  Zebra Edge™ Index strategy, which was designed 
with the benefit of hindsight, to historical financial data. Certain components of the NYSE® Zebra Edge™ Index were unavailable 
before 7/6/00. Back-tested performance is hypothetical and has been provided for informational purposes only. The S&P 500® Price 
Index results are actual for the full period and are not risk controlled. Past performance is not indicative of nor does it guarantee future 
performance. The NYSE® Zebra Edge™ Index could underperform relative to other equity investment strategies. The hypothetical data 
includes index transaction fees. 

The NYSE® Zebra Edge™ Index would have provided consistent returns over a variety of 
market environments through the cool stock selection process. The graph below shows 
how the NYSE® Zebra Edge™ Index would have provided 106% higher compound annual 
returns than the S&P 500® Price Index with 24% of the volatility.4

Cool stocks may provide 
lower risk with higher returns

5.43% 
Annual 
Return

2.64% 
Annual 
Return
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The compound 
annual returns 
do not represent 
hypothetical or 
actual returns of 
New Heights®. 

More information on the NYSE® Zebra Edge™ Index, including information on the risks 
of the index strategy, please visit www.nyse.com/zedgeny



This material is not a recommendation to buy, sell, hold, or roll over any asset, adopt a financial strategy or use a particular account type. It does not 
take into account the specific investment objectives, tax and financial condition or particular needs of any specific person. Clients should work with 
their financial professional to discuss their specific situation.

Nationwide New Heights, an individual, single purchase payment, deferred fixed indexed annuity is issued by Nationwide Life and Annuity Insurance 
Company, Columbus, Ohio. New Heights does not directly participate in the stock market or any index. It is not possible to invest in an index. 
Withdrawals are subject to income tax, and withdrawals before age 59½ may be subject to a 10% federal tax penalty. 

Annuities have limitations. They are long-term vehicles designed for retirement purposes. They are not intended to replace emergency funds, to be 
used as income for day-to-day expenses or to fund short-term savings goals. Please read the contract for complete details. 

Guarantees and protections are subject to the claims-paying ability of Nationwide Life and Annuity Insurance Company.

The marks NYSE®, NYSE Arca® are registered trademarks of NYSE Group, Inc., Intercontinental Exchange, Inc. (“ICE”) or their affiliates. The marks 
Zebra® and Zebra Edge™ are trademarks of Zebra Capital Management, LLC, may not be used without prior authorization from Zebra Capital 
Management, LLC, and are being utilized by NYSE under license and agreement.

ICE owns all intellectual and other property rights to the NYSE® Zebra Edge™ Index (the “Index”), including the composition and the calculation of the 
Index, excluding the concept, methodology, formulas and algorithms for the Index. Zebra Capital Management, LLC owns all intellectual and other 
property rights to the concept, methodology, formulas and algorithms for the Index, which are being used by NYSE Group, Inc. under license from 
Zebra Capital Management, LLC (together with its subsidiaries and affiliates, “Zebra”).

The Index has been licensed by NYSE Group, Inc. (together with its subsidiaries and affiliates, “NYSE”) to UBS AG and sub-licensed by UBS AG 
(together with its subsidiaries and affiliates, “UBS”) to Nationwide Life and Annuity Insurance Company (“Nationwide”). Neither Nationwide nor a 
Nationwide New Heights® Fixed Indexed Annuity (the “Product”) is sponsored, operated, endorsed, recommended, sold or promoted by Zebra, NYSE 
or UBS. Neither Zebra, NYSE nor UBS makes any representation or gives any warranty, express or implied, regarding the advisability or possible 
benefits of purchasing the Product or any other financial product. Clients should undertake their own due diligence and seek appropriate professional 
advice before purchasing any financial product, including the Product.

The Index and other information disseminated by NYSE are for informational purposes only, are provided on an “as is” basis, and are not intended for 
trading purposes. Neither Zebra nor NYSE makes any warranty, express or implied, as to, without limitation, (i) the correctness, accuracy, reliability or 
other characteristics of the Index, (ii) the results to be obtained by any person or entity from the use of the Index for any purpose, or (iii) relating to the 
use of the Index and other information covered by the Product, including, but not limited to, express or implied warranties of merchantability, fitness for 
a particular purpose or use, title or non-infringement. NYSE does not warrant that the Index will be uninterrupted and is under no obligation to continue 
compiling, calculating, maintaining or sponsoring the Index.

The Index (including the concept, methodology, formulas and algorithms therefor) has been designed and is compiled, calculated, maintained and 
sponsored without regard to any financial products that reference the Index (including the Product), any licensee, sub-licensor or sub-licensee of 
the Index, any client or any other person. Zebra, NYSE and UBS may independently issue and/or sponsor other indices and products that are similar 
to and/or may compete with the Index and the Product. Zebra, NYSE and UBS may also transact in assets referenced in the Index (or in financial 
instruments such as derivatives that reference those assets), including those which could have a positive or negative effect on the value of the Index 
and the Product.

None of Zebra, NYSE or UBS shall bear any responsibility or liability, whether for negligence or otherwise, with respect to (i) any inaccuracies, omissions, 
mistakes or errors in the concept, methodology, formulas or algorithms for, or computation of, the Index (and shall not be obligated to advise any person 
of and/or to correct any such inaccuracies, omissions, mistakes or errors), (ii) the use of and/or reference to the Index by Zebra, NYSE, UBS or any other 
person in connection with any financial product or otherwise, or (iii) any economic or other loss which may be directly or indirectly sustained by any 
client or other person dealing with any such financial product or otherwise. Any client or other person dealing with such financial products does so, 
therefore, in full knowledge of this disclaimer and can place no reliance whatsoever on Zebra, NYSE or UBS nor bring claims, actions or legal proceedings 
in any manner whatsoever against any of them.

The “S&P 500” is a product of S&P Dow Jones Indices LLC (“SPDJI”), and has been licensed for use by Nationwide Life and Annuity Insurance 
Company (“Nationwide”). Standard & Poor’s®, S&P® and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); 
DJIA®, The Dow®, Dow Jones® and Dow Jones Industrial Average are trademarks of Dow Jones Trademark Holdings LLC (“Dow Jones”); and these 
trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by Nationwide. Nationwide New Heights® Fixed Indexed Annuity 
is not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates, and none of such parties make any representation 
regarding the advisability of investing in such product(s) nor do they have any liability for any errors, omissions, or interruptions of the S&P 500.

Nationwide, the Nationwide N and Eagle, Nationwide is on your side, and Nationwide New Heights are service marks of the Nationwide Mutual 
Insurance Company. © 2017 Nationwide
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• Not a deposit • Not FDIC or NCUSIF insured • Not guaranteed by the institution • Not insured by any federal government agency • May lose value

For more information on New Heights, please visit  
www.nationwidenewheights.com.
For more information on the NYSE® Zebra Edge™ Index, please visit  
www.nyse.com/zedgeny. 


