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ELECTRONIC TRADING SYSTEM

FIELD OF THE INVENTION

This invention relates to an electronic trading
system, and in particular, but not exclusively, tovsystems
for trading financial instruments, including, but not
limited to, forward rate agreements (FRAs), Spot F/X and
swaps. It 1is also 5concerned with commodity trading

systems.

BACKGROUND TO THE INVENTION AND DESCRIPTION OF PRIOR ARTi:z1

Traditional B/ BECFIRanEi &ALt riméits such as foreign
exchange and forward rate agreements were traded through
voice brokers. Traders would call their voice broker with
AT DR UEr TICF et/ EEidlitie broker would attempt to find a
match twith arvecounberpartyies The volce:lbrokeriwouldadnat
necéssarilyl revealtthelidentitynof theleoounterparby sattthe
Sarliést. stagefiohrthe | deals buticwauld enstpelthat leach iof
thei parties extendedrate +the sobther SUfficientorlines aof
creadit forlTa deal 5ﬁo’»ﬁbé'"‘Cbmpi\:étéd.‘cV"L Wherevactrader ttrddes
through-a given broker frequently, the broker will get to
know with what .counterparties the trader has a line of
SPEATE HNA, TAnPYEL cATTY) IHh LAME I TReER bt PidsT o Bifersl of
which Theidis L rawd fet i HerdonSiderstuhdtithererlisalifelel or
nocliked ihood fof vwihe tﬁédér:lszé‘i?:ﬂg’? 1ablento tradedwitli . the
counterpakty iin Juestion ol Leldl theirn colcs hraver with
FIuliWicthT iEhe - abveit o comphtarised dtradimg: systems!, - the
impoktance of voice drokdrs  hag diminiished vatidimuch s f fehe
Unade9&eké@utédﬁﬂf@fﬁéx&hp@ék@ﬂ@ﬁhehﬁvxwkﬁdﬁ@méﬁkeﬁpYame
condnetedsthrough rahcnymods ¢ tradingl dsystes? loricéleetronic
¢onversationaliisystiens whichwatirempt oM ind chvthiel irele fvof
theivoicer brokéerl. :HraHoweverny L voice  brokersi haveirnot sbéen
entivelyes replacedr by r elechronicy, systemscland wihéy gsttild
phay amn timperkant:role-rdimithemarket s rades has a line o

BALALHOSNE, JomDES L ERTTY Ll
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TRER e Trr ke hdud Sows o 0 st TRERTLY o v Al e et Ay
wpe o o number -.of ;anonymous.;.trading.-.systems. have, -been
proposed :and dintroduced. into. the market.-, At present, two
systems,..provided; by Reuters, Limited of'London:England .and
EBS- Dealing Resources, Inc, 'of New York, .New ¥Xork:. are
prevalent: in the foreign. exchange spot (F/X. spot) trading
markek. Both of these systems are anonymous in that
traders :enter bids and- offers -anonymously .and see.prices
entered-.dnto- the.system by potential -counterparties: but
not- the identity of those counterparties. - The identities
of. the parties. are. onlqymrevealed1 when - the deal has been
completed.:. To ensure. that deals are not.effected between
parties which do 'not have a sufficient.line of credit with
each.. fotherhsfor vfthenodeadyy atvwohplexsysdredi thachecking
gperationais pekformedd befloretidealardeonpletionpresifit there
tysinsuffieientledrédi Bethe rdedlniscditliernndjected. .ondoniy
partiaddyiwompleted ey, Tie, of New York, New Yorik. are
rrevafentersioniiof o theyrEBS ~Systen st d&BChibedt ) in: rP8sAy
Ba37655.055, tthé dibclidsure ofswhich abs incorporated rheradn
byasteferente! LI this ‘siystem, Aereditslimits! se byithe
potentialinparties st carahisagtionstiate cetoredreat iMarket
Botesde Nodiest.its whithriworkstablionsiiare clinectbdiitiAn
iistirtutiont iwklls setonand Nstoresta veeeditlimit for each
potential: cointerparty with ‘which 2t Igtpréparéddtocdealn
Thet Matketel BeodsstNodes sare siifikedeto one orf moreiMarkeh

pashribtiters “fmd one’ dk¥horer ArbitkatorsiadiiTheviMakbkes

Diis tribitods . distribute Prices ofbidaiahdiopEeEsEis ingra
prefatitiiciised e rat#ly tderdvedyi fromuiithe vegyedid L Tdmits
sférédlat -the! Market” Access - Nodes i+ The'pre—authorisation
matrixtids riisedso £6 tinhIFit retade s it Betweenliddecompatibie
GolfiteRpartias And itovrscrgen thids | andnuiofferst cpkion:e ko
display resose thatiseabhs tiadesu, Workstatilcmirdgd splay $7 oty
ghbseiibldsieand = offersirsubnitted s byl wounterpartie sia with
#homsshedolias’ - eredit he wThis;t mallsa displ ayddisprice’s' © are

dealableient i

] Ll gt ndRd  whorkeos waradinbel ekl Gep ssch

in Hrrades whichicondd

Akiseldudsto the! naturedrof rhher systémiad

Fnd’ toT nesolverposstible - conténtitons
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+The Reuters system; is exemplified. in EP-A-0,399,850,

EP=A70,406,026 and.EP=A-0;411,748: caaiat et oot
;ﬂf:JquphgtheLﬁystgm§;identifiedwabeve have been accepted
by .the financial markets-and have been very.successful.
However, they suffer from the disadvantage ‘that: they are
separated froms the. rest of. the inmstitutions’ trading
operations. . Thus, only- those. institutions .which. “have
installed . one of ,the:systems can: trade:wusing -it. . Trades
are , limited .to the amount .of credit which has been
assigned.  This. credit 'Jcan‘ not be used for othetr:trades;
for example,outside .the system fur different :instruments,
even if made with the same counterparty. ‘This -restriction
can . reducebdiiquiditysteThe: sexisting “systems Lalsolhave: “He
dilsadvantage’? dhatl thaders! Larddylimited -to..trading -'the

spec1fJ_)c»»&nstrumefrrtts‘“prov1ded tfor’ byithe systemsun actosnted

e qeloes . 1. o e
vwoocher 0 Filoonocisl neckats ared mRve edeotar IULCERES
, Y

SUMMARY. OFtTHE INVENTION i ©hLe iolsadvziniage thot they are
The:preéseht fimvention aims tofaddressithelidisadvantagesi lofr
existidgsysten§iumentioned above .landi ko iprovideica more:
flexibleklectronietradingisystem. & Las sl Su. Trades
are  Throits! broadest formjriithefl invention wrésidessdin rehel

irigorporatiol L tofredioicean broking v fdncvionsthiodntoavan

Slectrondcliorranohymotiset fading systemnfisrert. 19T JunenTs,

sven Méreadpeciificaldyy sithereinis cprovidedial scompiterised

xsd

tradingineysteminifor pot rtadiny S insiméntsenbstieen Mt radifig

oAl St

pakties, ;m;cidinﬁ'ft sing il s commidicd tions e nétwerkd for

transnitting i electronie: wmdgsades; tha tplural ity ,of ntrader:
ordef hEinput' ' dévices: ~connected " to - the i~ dommunicatiionls.
HBEWERET B2 EhT fop Tyensbating?relebtroniic . ¢EdETE M inctuding:
Bidrandiort o ffér brde raruand  Fodthcomminisationsto ntrade rs’
of: rofder s dnfiorniton Liredel ved »efrom S theér Dfimputsl deviices:
Gver. . thie nEtwork;. ‘8% . hedst vone  “roker orderinput device:
cofmecktiedilitd tthetommunicaticrns” metwotks: «foldgenerat itigh
eTettronte  «drders  incbudimgimbidirand/6n: "6fEfey "ordérs iion
bé&halfofqan selected:ione wofl iagpliralidty. off"'client 'traders
and" 1 £6p vidomani datiibhy tomabroke pr O order: cinformation
necelvad :@rom other - dnputr sdevice sueret L theiinetworks: taty

e dpl de T Eehe T nd e
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least one matching engine connected to the network for
matching bid and offer orders input into the system from
the order input devices and for executing deals where
prices are matched; and a market distributor connected to
the network for distributing order price messages to the
order input devices, the market distributor being

responsible to the order messages and the matching engine.

The invention also provides a computerised trading system
for trading instruments between parties comprising: a
plurality or order input devices for entering order
information into the system, the order input devices
including a plurality of trader input devices for
inputting order from traders, and at least one broker
order input device for trading on behalf of a plurality of
clients; at least one matching engine connected to the
network for matching bid and offer orders input into the
system and for executing deals where orders are matched;
and a market distributor for distributing order price
messages to the order input devices, the market
distributor being responsible to the order messages and
the matching engine, wherein trades conducted between
trader order input devices are anonymous as to the parties
until completion of a trade, and trades to which the
broker order input device is a party require disclosure of

the parties to the trade prior to completion of the trade.

The invention further comprises a. computerised trading
system for trading instruments between parties
including a plurality of order input devices for
inputting bid and offer orders on behalf of traders, a
matching engine for matching bids and offers input by
traders and, where matches are made, for executing
deals, and a market distributor for distributing
details of at least a portion of the bids and offers in
the market to traders, wherein at least one of the

order input devices comprises a broker terminal for
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~efitering bids and..offers- into: the . .system. on ;behalf;.of

oty

“traders .operating ‘outside.sthessystemass i L
“Embodiments- of the . invention . have .the: advantage that they
enable ‘voice “traders: ' to': be' linked::inte-van .automated
trading systemso enabling trades involving .voice traders
‘o contribute to the'dliquidity of. the trading system.

ot

A fad . AR S PVRER [ P P TR NI

“Prefesably, ithe! automated: trading 'system -is, .an ranonymous
vSystem: but trades involgfing rarvoice trader or voice broker
are ' not an0nymous .-t “wii- il U0l LT e

A T A B AR RV

BRIEE -DESCRIPTION: OF DRAWINGS ‘v:iiii,: —° .0 o0 oop

dhterBmbodinghtanef cfiie vinveritiohnwiklsiew  be: deseribed/
By acway -wiraxbnplefonly, tlhandy with: reference. ko . the
 Jubonpanying «drawingsoddt whichizove  Lhe . acvaatage that they
siab LFigures]l disidarsscreen bshotirofda aiown aFRA ttpading
‘scpgény syrten so enabling traces lrvolving volop traders
Lo toFigdrere2 tehows Ta cTédory Détdil Pandélndofiythemscreen
illustrated in Figure -1; L B
refdipiiglire Bhshowstan:OrderiReguests Panels ofnthecsgresH
Lliusmr@tedLxmuFﬁguﬁémll,;iznr;; a volce crader on volcoce proker
e NPLQUYE A0S - an -ox}e‘rvie'w ‘'of the system ‘architecture,
in particular the communications network. and: the wvarious
WoFkStationsTAndilprScésslingliiodes associated with it; -
Aarl’ ehbedisfenis mfibtHe

present’ inventiems et only, Uraneg v i Bth. reference Lo ihe

SrGGE BRgusgings c st iar, pfenviie L

A")

b Pifghires 6o ig et Tow ehart + Showing & ‘prodess wherédi~a

Fé1ee “brioker Submits L an rderitol tHET Sy sHempn ¢ FRAT L oad i
sone nEigure S Is @ c§éréen t Bhoty showing Vanvioffer: “being
ent&rd.ibirahd’ vobce traderien Béhalf &fudicliBhthen scrsen
LllusiRiguere 8y s mltscreen shot showing the market from the
Tradeffsiickidntsvpoint 2of iviswaftér Yhhe | offer irfrom fhdm
hdsvbeeRtSubmitted iy oy iy Uhs 0 U iedBe L worh DLl

U WPLgUrEUgtish annf kowe ichiart “showing: thesprocess-whencan
électwoniwltradér hiwsuitheatdbfier ='1sﬂbmi“t‘teﬁ‘:dby:nsthe"a voice

s

tralSrFiondi Ladhp; ted with it:
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CFLgure poiug o o poed UEart E oning o rhs ool s 0wl ey
¢ vwr o Figure 10 .-d4s ‘a..screen ,shot .ofithes voice:broker! s
workstation. after the electronic trader has:hit the offer;

Figure 11 .1s 'a'.screen -shot of the ‘broker!’s. work
station ..after . -the broker’s 'client has accepted the
electronic trader’s hit;.

" Figure .12 is ..a screen - .shot. of +the Broker’s
workstation when: the --electronic trader’s hit.;has timed
QUE; “i- v e Ta e e L D e g

Figure 13 is -, a- screen shot of = the Broker’s
o

workstation . once the deal has been ‘completed; .
viae o Figure 014 visi.a flow chart showing the process when a
trader' calls ‘the.veoice broker with:a price request; ... .. -

sty Lo Figure 160 dssa #flowrehart sHowdng ithe. processiwhen ' a

broketiite alpricelfromvan tebectroniierthadebsit thy otrzr;

Figure 16l idsa flow iehdrtsshowing how thedleldctronie
traddpiis aequiredieto idirgcliose hisiddentlity incthptprocess
cfcEfguné 15 padar’ 5 iy

Figure 172 isita screem cshot sshéwindg theeeléetionic
traderts lworkstatiohs aftlexctthe 1t raderlcateeptst ahit rfron

the © broker -and allowing the' accepted . amount to be

o

e Braker’ s

[

adjustledyire 13 1% 4 Soresn  rnov o
wesT b Figure 1Bicdstiae Fibow tharbsshowingl thel: process when
the - Broker lHits za [ipricearfromuvanothér pvodees tikader
opepatinglon the andnymoushtrading systems reruast;

Figure 19 is e flow chdnts sHowings thHes pirocessiwiese a
broket Hits @aliprice Ao Ta wadls ifor va tprdess from: cutiside

.

the traditigh systtempa andee sl r gy big s

deFiguretpdodiise ghacdoreenitshdt ol ithéhe Bprdkerss
workstationt showing héw the amounts available are shown

apportigned between woite shidkekss Ardverectroric kkadend &

L L et oA & Euler ! P L L i peboaldnd s Tamond

DESCRIPTION OEuBEST-MODE.ng the accepterl  smonut  To0 e
ad-~ .. The following! descériptionis givén with Fespect-tor an
exemp FaryirFRAL  Forwardi Rat etAgreemsntfiiradin g isystem . whdrt

i

iss tofibewiunderstood ¢ ghatathiscihasibésn: chosens sonlytifo

exemplify/ dthe " nventionis andadthat s vehedd nyention: is not

limited ghgwaily pentituliarcfinanciiall instumenttord eveds to
Bpmker bibs A rpnies \EEpend n el T R

the

Cha DEvoln OWEetie

systhm: s afidedicias s shibhying bowe shecaidon ol
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financial instrument trading.;systems '-:::ur;.,;u,E,'OJ?;f»ee?éé‘mp,l,.er . the
invention  may . be:sembodied- imp-otheg. financial,  trading
systems- tfor.strading . instruments. .such - as, F/X .-8potys F/X
forwards' and- swaps ©or in .commodities trading. systems.
This' list.is not .to be construed as limiting.
- WO00/16224: of EBS.Dealing. Resources,. Inc.. .describes
a. Forward .Rate Agreement trading,system. . :The contents.-of
that documentrare incorporated herein by reference: ... ...
~ A Forward Rate Ag;eement (FRA) 1is a contract between
two. .parties to,.lock dﬁ1 a forward interest rate, for  a
period, . starting at -a specific date in the future.. .Each
FRA contract’ can be.categorised as..a :spot.+FRA, an IMM.FRA
drnanbrokednddtenFRA. TiEhe nsystensto be describedolics, only
intendédy tordrades. spotr FRES rand . IMMEFRAS laktloudh trading
sfsbroken cdate s FRABY i s rwithimnthe Scope Aof £hé imvéntidng
IMMValsls thierd abbreviationt riwhichnchibis: 1 becdme s cus tomaryemnto
Poferltot ans instrumént ctraded=dn:onéiofl the. International
Monetd¥ig (Markét datdss [imibpiefpsIMMcFRAsIarve tdadedilfor
théu fourd IiternationdatiMohetatyeMarkett (IMM) ¢ dabeseniSpot
FRAS ‘aremtiraded: forcdates.cdssociately with:rtoday’ s spot

date. # PFuorward Hatelkqg@amemt iFRA) ls a contracl hetwsen
two PARFRAS tradihgelscksen: 10, 1dsrshomicins Figure - 1.£orThe
FRAL tradingr twopkstationp preSentsata settbf FRAIZcontracts
Fhatcmayrbd tradéd ifnianeelectronicalldyt brdkered Fdtmat:

Each' beypetl dfi tecoiffractihid seyvkhownthase alewedemd: s prilce

information’ forda' particiFar stenorPisiidisplayed.dn arwénor

2inkilesrl Wort s46hetenor  Iife, fthe tdeglkitigl sYstet preisehits
the bestlhicreditscréened bidlialidd offer=priiges Mo all
Aietd veroqudte et b Upoit  selidction 4ok e titenoet eling ;. ohe
workstatidnlpreseritst a | idevaiiled L Fikw Figf: ' the @Ssoeiidted

tefd rutshblfinoL nédntpact Mdatesdryandl r 4984 £ 1 SHEL dfibirketl Stk

Fpformationi
date, A trader’ mayiseledt:a:tenorline’ and-ithen: submilt':che

of four Véhder stypesiz(Bidy Offery Biyver iSellgerndch " tipe

o "

oA ‘orded! 'requiresitthes i raderartoi 'SPecify. vdn Mirtetest riraite
Hotionals samounteifor ia partieularntendiy HOdoerssubititved),
Tew - oxders e'fidreshinatcisd suwithtin cutstandingiororder §iiidin

SRR
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price/time; spriority. .- - :€ompatible.- ‘orders ware. -matched

resultdingz-in: the. execution:i of deals. v+ In - order: -to

sencounade - market . making.:a trader..can. submit ‘and. adjust

‘bids :and offers .for: several tenors at aitime, .» v ' =
.For 'non-standard. FRAs, :a price .inguiry: function
‘allows. the trader .to, . issue 'a- system-wide Dbreadcast to

reguest. a.: price ‘for: a broken: date FRA. - A trader may

‘respond’/to a price inquiry by selecting the'entry--in. the

bulletin boand. - . S

“The . credit fac;lity uses pre-screened prices.
Trading Floor Administrators. (TFAs) at the' trading .floozs
enter -credit. limits for reach:counterparty group of ‘trading
floordtiiDealiableriprices arendistributeds to :these mfloobrs
fhatlhave o cradit withi thetprice miakerais. oLt copEér . Lo
encouThe: trading swreenyshowhrdne Figure duphovidest trdders
with arle o fxoidify: tovesnteketsids oL offelrsy. buy or sell
orders’ by selestdngabuttonss. 14 16, ce8,i201ion/ a ftoolbar
atithe téop ofrethe screemsu«The bestebid/dfferrprives: are

disptayed: foritenofs: of vardouws litdes AW one: Window!sk2 and

‘deatsr.dotie by rtheetnaden randhonasthestsiysitemicase al Mbo‘»l@ ane

dusplayedbdardther windows 22, 24. The display is better

understood withirefefemiceiito amsexamplecofsaefRAldealrices.

Traditks Tentiohddl aboves tar ForWdbd) Rate "Agreementny FRAYCLS

antesntradt & Betviden fiwoapartiesi stonrtockain af forward

phberektitramtiedl forrat per i d8H stidiing et &2 Ispeciific datenin

‘that fatligenradi kil thniasineioe afalair ) oI weder

-~

2 oouiFey: teganple o

ciEx OnORRALIL &7 - diriCoNt PAGE | EOVEBETIGET 2
bl od hthabadings 6 months  EE6H ~now 1and:-endy 9 ‘months
Fromrhow: SeThe T tdrndt $HiMNgap!, JfF /sich 'dndontedstycisan
mohthe . LeTheftwdicouhterpartiss, one Buydrarmy:- onel el lery
gottleyby foashepayiient dtithe Start WE cthe weotitract wdm
thisrease”: 6rmonths cfrdm inew)ly G Phm wipgtali s 2l O S5 ate
ik b eThel - buyetheof wandERA: will 2be Sbmpensatedy 1f future
inderdstsirates’ ¢ rigeuncs Thesusellapirofit a- FRRAJewdll ¢ be
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rategs-speci:fiied  in¢the contract; , for a1 specific. notional.
amount vstated..in. the contract. ' 'Settlement takes:place atw

. i P

the. beginning=0f thextermiwy v oy wmad v Traxeg Joms

_-v. Asvan example, consider a USD 6x9 FRA trade for $100
million: (US) at an agreed upon rate.of -5.5675 executed on
September, 9™, .1997. .« The .deal . has . ‘the following
characteristies: "1 i e O L I U
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rate spealfied in the wontract, vfor & tepecific noblonal

1)
i

amouat setatedoin. the contrach. . -Sehtlement tokes place alb:
the pelrade Date’ the  tesm: September 9% 1997 . o
SpotiDatenple, =Septémbesn ULY, CX99TRA trace for $100
Wil) LcRiximg Datezn aqreed Marchoig™, <If998. 5675 executad on
S‘&zptax:S:eantlefﬁ%‘nt Dafisk March Thath , A998, has .t following
charasMaturiltysDate: o June ‘11*", 1998
.Contract Rate: : 5.5675 : Co S
Notional Amount: 100 million (USS)
Reference Rate: .. ' :LIBOR

", .The period. of this deal begins on March <11, 1998
(the settlbhent daté) ahd ‘ends oA« Jane11ic 19981 (the
matirity” ‘date)kt tlon ‘Marehs 9, “sometimel after 11230 AM
Tondod feime i the “back: "Offiéép@"eﬁs*bmré'ﬂ: at?7%each bank will
look &nuvitheiiappropriatel Rettersy 1§‘ég el 2t P head thel:3-month
TIBOR F{Lohidon s ThterBank Offer vRate) ‘Podted "for "Marehd 9
Ty cefgridximple Sathidaratel 1is $25800y- 4 thén  betweennithe
tradelidatei ands'the fixingi:daté}' thePtinterest rate  has
risen [0 0125, pereent or 1% a¥is points. Therefore, a
settlémernt oamduntat midt tbéiicalBulated based on  this
referdénde rorate Tefs5.58%. LTHe: settlement amount is the
amount on the check paid by the seller to the buyer. ' The
settlément e amountt isiscdleildted susingMathe 1 E011oWiny
formuldcttegenc At &nd lerids  dn dune TV, 1993 0 Tkhe

o

W CMarans @ T uohetine ather 11:3¢ AWM

w1 BEeach fank will
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.Fixing Rate-={(Contract Rate) x (Days in -Period) x, (Notional

‘5 ~ Amount) .. (360x100) % (Fixing Rate)x 100'x, (Days in Period)
Lt it e’ (5.58~5.5675)%(92)x(100,000,000)
S e Sonpy, - (360%100)-4 (5:58x100x(92)) - - e v

0 ‘

10 .115,000000

S R e TR -t 87,336 L T

I S A AN B o PR NI
S T T, ISR Pt T $1,316.76 o . [ N "
Settlement Anount Caloulatigo Exa dapd e e e iy

i nwa Rate~(Con~rant Fate) x {Days 1n Period) = !Noficnal

AnoNote . tH&t«1Uf) intérests iates Hadx fal¥enin themdithe

kS0

buyer of the FRA must pay the seller.
FRAS . servié 58s5.both &2 )hedgingl0 .dnd: a Speculative

20 instrument. . A bahk(may’use ta. FRAMoHgdge againsﬁ future
inflows and. outflows ojf cash on its balance sheet, or a

i0 bank may use a FRA to speculdfélin the future movement of
interest rates. By definitiony a FRA trade is over-the-
counter. The resultant contract is. between .two parties

25. and. is therefore dissimilai, &g .d%futures contract which is
tradddivia AR 'exGhang@y st 1ou Guliaiit

3 . . FRAs . for EBS can be split into the following

catBgories: by -t paci v Qg et giod) E e Tone
K o Ll 'I MI\.)_[‘& FR_KS'”‘”:‘ ‘

30 iy SEOT IFRESE must pay the seller.

ga Mél ihker,o Slsero ot

. Bibken: Datd. FRAs Do ity fwiadgbi hiy Add) o specus vtiva

21 TasLoaphet . A sumat s L al WRADDL Hadge  agalnsi tutars

inflovlhearpresent! cembodimenth it describédndan welkdtionr to
110 MM ¢ERAs;sc thattd is sERAslatwhich tharéutibaEsedvsonni. the
35 InternationalsMonetaryeMawrketidates FrA frade in overz-the-
crunteFRAs Sre distdnguished by the: dateswofn the cconmtraicts

25 the referencérratd,s:and !the doAtractireurrentyact Eachuitype

rhded i d ean edizhbnges’ Doe DT e
15 f for  EBS can be  split drvo  bthe  following
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of  FRA.:contract, is called;a; tenor. . Some. examples  tenors

are listed below: i~ ek R Y S AL OIS TS SRR /S P s ot B

P L

Examples. of..FRA- TeNOLS s s o, oo LR L R AN
Cash 3 month .. ...,,,-Cash 6 month Cash 12 month
USD 1x4 . . 5 DEM 1x7 . . . USD . 1x13.::

USD 3x6. . . USD 2x8 DEM 2x14

JPY 6x9, - 1. _ JPY 6x12. o USD 12x24 .

wul saeew oo IMM FRAs with.

IMM FRAs ....» =+ .a 6 month gap . Broken Data
USD. Sept97..: - .. USD, Jun97-6 ot USD,3x6(12) v i

USD Dec97 . . . -USD'Sept -98-6, .. DEM 2x14 (10) . . .
JRY WIAr98:ntyass, 48 . ¢3JPecSepti98e6. . Somg USDMOk3(3)encrs

are.,iisted bolows

.. . . N . e ? .
A PRIV ST [ NP PR S

Emanp T the Tendisisiselected with a mouse.or keypad,; then
£he hdétatlisiof - the FRAC&Enok rkime are presented in thettop
E88tied of the screeMEM The detail area BHowsilthe best
deslable, EBS best, "dhd"wBest regular pkilkes:lfor the

d8YTebted tenor. Thev'Fisking date, settleméntl.datk, and

m-aturity-'datea of the aéit?fifi!’vfe"?ii-ﬁén@tllére shown as weli.

i’:t_'ig_cﬂmérstood. The Tenor Detall Panel 26 prov:Ldes a detailed

ViBwi s enor 1iW® dnfo¥mation and t¥é&dsaction activity.
ThE Dab® Controls 28 alBéwiapiset-to select idHfeZsflséveral
GHEFMdeFinad tab | sheet$ ¥ -Sape Yisdr maydesigndte thet tab
shaet! properties and components. . The Tenor Line: shows a

Eanorllindifcatory D Haseebidiand iciferaprites; bHegtdamount

avablablsifort bid BREYGffertand: aihige figupe. 1l The TTFA
MBE5AGes virea:29s showsihe§sagedetrellating tohTraditly: Flool
Adminibtration, testich- 3has Hecreditgthoti fidationsior ddad
Ffetovery, rhelp. dedkemedsigel broadcastsi Leridiie! -BBS:, Deals
Listboky 24 ishowWs realst tonpleted: "ore thewEBS: system. The

Frade "beals Listbox 22 ishows  déel s coompleted by the 'vrader

wsdfgs thel.scr@en,Trand: the aToolpari30taltowsdthes tradekl &b
et fdthmon tradi ngetonmandsn Thel scrderidlido includesy a
il theitehor: wrder: 8l it wpariels 131 ©in swhich "§inglé ? bide and

Qe ks nalk o shesldy hogh may dedithdbe’ the swab

shest’ ‘;31’0;"}‘%‘4;‘%’:‘.u:-:'s and companen‘ts; The Tenor Linc  shows &
Cenae Sl arh s s flep Prditesn MeyPadaniint
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offers amounts rmayi be specified: to limit. exposure 'across
nmultiplerbenomshs o ©ialuw panes D n wnael wlngho oo ana
A ¢ number of r.tenor ‘lines: (more-:than'. fiifty) may .be
visible: on ' the - s¢treen  concurrently. . There .may -be
additional  tenor lines ‘that are~not visible. on :the :screen
due' 'to ' space constraints, butcan by easily be brought
vMnto view.t:The screen also allows Ltheé:trader torelect to
shotwi . fewer ‘tenors " (as few as :eight) wdepénding upon< the
2 :
i 1. .. The Tenor :Detail Panel is'shown ‘in Figure 2 and shows
‘a seleécted Tenor Line in<moreidetailw +It includess: - v
i Tenor -Identification 32 (currency.'and desecription) ;i
oifer TenoriDatsaynformariohfi (B king 1 Date 84apsisettiement
Dat&iBdl: sandoMaturity’Date :34¢); - 6 ¢ wha 7 L ko vin o
Regulidrs DealablsioBidl land: Offere Prlices FESryMreguland
amouhts 36}  Ihesatdsfeing coreditenscéreeninglli¢he “negulaw#
amduntorisl  dmnamohhteatihhdastreequal v told e systéeme defamdt
datueorepresentativesiofita typicadn tradeadinlya 'parbicular
‘tubrendyy . andenayofor akamphe lbez 50M: pounds) . LThelanouht
Faowshowrveat 8870895 {28 few a3 &ight gependlny upon - Lhé
LradeBestrpéakable -Bid, and Offer Prices 40, 41 (the best
price Tavaidablelesfitér Pioreddits serdeningfifore ahyndmounts
alongedtith Tele rtotal guantityds(®wBelst Bid 142lafds Offer 43
Amoun e ravialiEl B 1E cat ithose prigesncy and description)
LEFe . ERSoLBESL#Bid Pandit0bré k{ ¥Rrieas [kt (the sPestiprive
Avadldblebon ithieu whivl ebsysteh)regardless of credit ' (though
this mayufvt BeshvEirdble! toidtheittrader)yed fLidhi Srdiffers
Frotwithe Tocorréspondingy Best cDedlablet Prices; ' the "BesulBid
amouht 48l dnd ‘BesthiOfFEFTAmount 148, ‘whish- showdithdetoral
Ambunts @availabhe at. thes bestii dedlabladbid o offetiprice
Forrallybiddion-oftErs satisEying: CFaditbesitri ctionsjivand
whoahcThe s Y Bigy PFlgure” 447 whichd'si ‘théf most 'significant

digit B ck el qpriises: « B, and Offer Prices 4i, 41 (the hasc

price TavaliNotel tHEE L muchm shhrkén Mimf & fia £ ioma iisnstadish

showhe dHTéea chiTENe L ieanifl ‘each Dabt Sheet ARGl Dfifes 43
Rroun G . thi Blafts of HRigd 2dcisesd: CbidyBuys s0rdet "Status
indicEEer A6:ishewiing: ithe Odficwnt? regie §68d  dndobBainedifior

iy h

=

h—’r

LlheatyMhesowhol e redc egar

- (Lhouga

faedpaht™ He2hokbFoakiel Paai heﬁlﬂ e o i B EedEE el

D;
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an’ dpen.  Ordery .:»Theijorder . price +48k£for \an. open ‘order
submitted ;by.aldealer is..shown:to the xight of.ithe ordexr
amount f.& . T an-.0ffer/Sell fOrder: .was:spendingy - .itsi;status:
would beé displayed on the right..

Note that the bid :(buy) pricés are on the left, and
the. offer .(sell) prices . are. on :the right, - and that all
displayed prices are arranged ‘in ascending:order from left
torright. The EBS Best 'Bid Price-(if. shown) will always be
better ' than. the Besthq?alable,Bid Price. . This is because
the credit granting entity for this trading -floor may not
have.. extended -: sufficient .credit . to the counterparty
offering the.Best Bid Price '(or vice versa). . Similarly,
ﬁheoBesta%m%labieTB&daPﬁidegmibk4amwa9m?benabpdeamtdas
gobdiaswthéyReguEaﬁ@De@hab&waidt@ride;{ibmathé:ﬁ&ﬂth@u&am
example . sHOwnaninO Fig/ 25 L thér@estDealablénBit i Amount tis.
100l dvHichlifs 1 iaegern thlanr thét“Regular” amount of 50, and
consedudmnt Iypatthehesamne  Price pA5¢4774) ¢ 81 showdelds'  Lhe

Reguldre Dedlable [Bild:Price andtitheriBest ®Dealable BLd

sre arranged o aseending oraer from left

w

€

(3

Prigeaved prl
Loo riofd tHEe rightEeof thHet panel are Bhown. the Lthreevdast
prices paid skegiven 5@;a&@@éﬁhéri':mﬁtshlcmhe ‘d8alstime bBZause

.

&)

fhie -ify.t3 yshoWwsnthen '0ffer cOrdeér sRequels By Panel: 582 which
appearsvonnthé rightisidetof cthe lTendw Deltail Panelswhenta
paftibulatiTelion hds theeni welécted tand either thelioffer! or
Fel IERey Hastédn attdvdreds (R Bimilaps Bitd Otle BEReGuéest
Pandl e apPdartedn athée 1efd 18 If ithe FERCLI Derdil Pakl
whetpla partdcilalPTendr L Hag Peer « seldctied rahid. 'eithetn the
BiW ST rBUY s kéyrhas béen radtivated)ir” TheOrder ‘Request
@amemﬁihdiﬁﬁé§haﬁﬁAméﬁnﬁnEﬁﬁrywﬁiéE&46@Aawdﬁémﬁﬁicé$Eﬁﬁmy
Fieldr62:0bothh I6f hdehPrinel uded ipsharidfidown Dspini bt tons
Forladjustitig “the respact Entrie s up o¥ I down, i a’s well ias ta
‘Sendr Mpushbit tohf L6452 stbmitting whet otder tifassuming
iapproprilate OVaiidatiéﬁﬁtcﬁedksn;irébbpbbiti&b)Ltéﬁdﬁﬁﬁxgﬁit
(Pushbit bord © 66riwhich BisniEseslc thasdorder I Reque s+ "Randl
Iwithout anyhaction t being: cakien:!  TeAs rpheviohsiynandicated
piifcht i me spe@Emito LFtiguresnl Lednd T 24 | onte: inkvaligd oEter:as
Heentisubniittddien Est tdraitidsi 1 5981 spHa fed * BiicbOthe tHe Tenar

Game 1 appsadie o Crdedaie? 5 idkCGT Lere TR E D BapETL Lk

GrEr e nevilcular CTEadr  May Sedr “delaetEt dnd dhrhsi s
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DetailPanel - (Fig~3) ~and- in the corresponding :Tenor. iEine: :
(Bigii2) 4 swdith bhe latter: showing  only-the AmountiRemaining: s
inthe reoutstandingrordes: i (ie,  the  difference between “the: "
Amount ‘Requested and the Amount’' Obtained' shown ‘'in ‘the"
Tenor Detail Panel). : : PP

In the described embodiment;, the trading system is an:
electronic brokerage system having -a:communication network
for v Facilitat ing-the: buyingandsselling-of.FRAs " by. traders::
each' associated with hlS own Workstation (WS) 77 located:
at a trading :flooxr" of a subscriber bank (client. site):
The - hardware used.'in . the system.has similarities! to  the
current "EBS system for foreign exchange'to:which: referénce-
maysbe made,) fo¥rexampladas rddstribedrinrUSaAG, 3R5p055Ltra o
(Fig As i vahdwn: haind o iFigurdhiowing eachy wcldehtoust thembhasiivg

Heditatediteldenttcompliter (1728 (MMafket ¢ KouessbsNode, o
BMANZY) tndersthd cortrble ofirawEloditAdmini stlrator,inwhikh
faintainssitradwssdtiion  records, ' credit limits, and other
confidential d4nfoiimationhcobligiratineg Wwithinitsyassociated
trading! Flovinkrhe :WsYs tand1xhen MAN Cassodiated vwitht each
fradingll flobindatée bomectedd wit iy cohvidhtd oA 1T U sdd e
répairing < DEC VAKX ! “ﬁetvfo:rk wio Tarnelhrbyo digtTibutidn cnode
(I“Ma*rketn\1lDﬁstthLburtof'i JorubWMDY ) cr complitel:li79f swhdikch
typicallyaanalyses andtidistributesiicurreniladrkets datathby
meansnofiidedicated permanentycommuniecation Tinks tofonenor
moireha sBotd At &dd MAN iR | s particdlak el €45+ (o  FEles STotal -
ragion)y, Hatidn W chtigmay alsoratprovide il ol nistiratvie
Funtbions  EorutHe deomilititcatitn "network
PRAT T THE et catdlont netwotk FeomprisEs Ha s credit, - stioired;

" . wnrpd o b
ok alsede Ly

yoredivat ‘ledehedMAN  forussttoringedan indicationiof tithe
creditendvad 1 b1 rEpsn ot Heonrblipt lof #érminkls  associated
b AL MAN | £ 6 e ther<g rotp st hE A reviouslcdxplidinedycla
grotpromiayt lbe rone £ fnoYes terminals,; ¥but ik sdpreferablys biie
Oryanere s thEdi igHl Eloors b+t THE  Bahetiontl gl idiist vibutihg
Priicelshtd SIEuT i Ted Ty o the M iMEP ket coRpg teibutsts . - wiviitte
Magrkbet i L 'fDl‘astraLbutorS‘v LiFl sor e udair i greddt 'aﬁﬁlte}r
Prewirthoriis ationdMatr ikt ifront whiieh it

wpiog pheskhoilane oy e OB Wlogs L

v R Loy alsoresbrobide

Hetucommitindca Eion Tdsrteia, e
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is rdetermined; whethen: ‘prices .should :be transmitted toi the
traden sterminals: for display. srmoron oot lad Doont wiani L

- Although not considered: :critical-'to.. the- present
invention, .a.group of MD’s is preferably supplenented by a
common: -trading: region. processing. node 80 (“Arbitrator

Node” ‘or “ARB”), with. the' ARB performing those. functions

{such as. identifying, potential matches between:buyers and

sellers; and other, aspects of .the “Deal-Matching” .process
that require coordination with more that one client site)
which make'.the most vle“fficienj:‘ use .of the communication
network . if.done+ centrally or' regionally, while. the ,MD’s
perform sjthose. functions. (such-,as* generation .of -separate
Dea liabkemipricerh ditformation: fbeuldack: thndiwviiduail. clieht
sitdye whitwhnedre sreadilyl 2dmplemented: in - paraldelt” in &
distriditediviiprocsssing i drstworksr Landal whiieh timakeremost
&fficiént. userbfihel céfimuni catiofenebworkuifl donerddcal Ly
oermnicloBel proximitisito whesdndividualdelfEht. S¥geslratol
Node ' Tnt tHafbtegard fnithis /gossibléstoliavehmorefthati one
ARByir with desdcht /AR phavihga Lppiiahys respomsibilitys Lok

sradess initiatédsby eMarket Makers inl<the BARBIIsL owh . r_mradimg

rbgionpuahds beingsicoriertad o ralk the CMANESs candMD5S tolf
thath tradingliregion faszfr- §6111iast tostheo btHeér ARBASULNCOther
tEhding lfegioms cbet:péimanentrededichted wiinks tlef MiEthe
conmunicaticn Hetwsrdlorns Invthedmajorifytofn dedlsyepitatis
anticibatéithavirbothatiien: Mdker | cand: theliTakerliw il eibe
within Wwheniganee traditgyregiohs andoethi s nwiddrabe edirectly
1inkediited therisame I ARB whidh b can udhersfore ddent ffysia
phtentdal matchy ahids ‘codfdinatet its Fitglc Bxetutdion Without

anyiconurs Gatdonivith otidzothér SARBE T hitdrdhés Tedne. ©ime;,
the otliei SARBES A fean i § inu FfEneots by Beraproressingaidedlss
welalt edi o " cthdr | EFEdehsvinbothenhfsg fonssrrnliderhativelyy,
asléingles tasbPtratoris dotil dir b rdedd tatedius o cabl titrades

finvolvingaca bdiseretel t’l'.suhS'e oo filtheheavdilablet efiidricdal
Winist rumetitsc o o s e ipresentliys Stdon tanipla e v commeridiarl

silsodiments i lanis ingd el fedneral: tNrbidrakosc igkidedicateditizo

FRIGurtradesy whilielhiseveralle regiomal i L Athiraterst & ~dire
olildcively tdedi ddted “wdss pit X - tradleshmt Tana st Wil e

! i i . 20 .y
Vi »,é»ml‘ “'3\» o mE T "’:Jléx-ifl“‘llm s —ﬁulL J.L Mldk‘*l g A J'_‘?»\!it‘t‘}l

&

i gl odide o Y e rTes ©ARBY neflhon s dhe refone Tpalent LK
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ot Whether «the “communication' :links Ldbetweenisnodes rdre’
Pérmanent .. (maintained sindefinitelw o betweén@itwo . network:
componentsy): . o » temporany:. (established-sdynamically  for “a’
shért period  of ‘time) they are preferably “logical- links’
which have the property that messages sent ' in -a' certain

order : over- the same logical  link afe.guaranteed"to'reach

their  -destination in the same order. - Moreover,  the

communitationt’ network -iis-~ preferably  -“provided: Wwith
sufficient error detectlon error correction, and network

self-repair capablllty to guarantee that messages sent via
these ‘logical links are error free. @ = ..’

. Invsummary,; ‘each MAN'is connected to 'other MAN%s by al
robustihebhmnunidst i snrnmativoriki owhithh kdonnectssrtheodvar ious
praddngnifldoms nianidrzwhithis Sapp Llehentisetthen MANS - wiltho o &
aunberiofsprodesstngonodes ((prefdrabiby! idythel foriy ofcMD’ s
ahdi” ARBLIEYG 46 Ufaeilibave artheredidstiibutionicof lprise

ghothtiens: Tand proghery markets:zsdata sand’ itoa  execute
trdfisaction Liby somatchinios leligiblers Marketn:Makels rwith
eligibléesibuyerst and' 'dellersue andd~by ménitoring the
transattithsy untElwthey have jpesferebmpletedsOrisabortédy
wifhiothet MANSs Jdbeingiciesponsibler refor.ontradinhgne flook
pé ifdea 7tr.a skspasucht ads': (loggimngitthe v completedystransaiction
andse ulpda’tlng lithe acrediter Fimit that © was  previously
availdblettosthe countérpanty ctradidgiflcoprher MAN : by a
robus Al Hedghiidesicribed tabdvewi nehiegmanis fisattdibs trd buted
Airehi teetiiseir > it s HolWld:t Bes i@t Sd ¥ rehat
Comphtert System boouldnibe lsedisreliiinplienent! felier warious

srsilAle eéntral

Fuhct 1608 déseribddrdBove ke (Théwsystien idfintHis altle rnatisie

whtbodd fisht Wéuld thusscomprigesta: plaral ity bl workstatiions
connectety by fay networiki £ adr Eéntral conputsr-systen. wilte
gent¥alirsystanrwoubddindiudestie créditvstored ditspri butier
anditscteditr ufiltern's arr'anged’ seto Hhﬁglter“ pﬁi‘:’é‘é‘s.\r%?ffﬁ?&r
nonsprefehredyl -\.mmp:l'ementatq;gm.q‘; JTHe tdistAiButedh embodimenit
describddicigy ‘dorisi derediitor bt morstrobust andvissoure

eadhom ot et @l Biee sl fgd 6
s

S oY wpr‘uguf N {{';jisng,‘y.sx TRy T
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s iArasystem cembodying ' the :inventien. enables the system
desc¢ribed, :-and further® detailed :in". WO00/16224, .to 'be
configured: te enablée -voice: institutions .to  take: parts in
the' electronic brokingiprocess. This: enables :institutions
and other customers: who:do' not use the anonymous trading
system ' described .to ‘participate, in it  through: a woice
brokerii=: Thus; . it hbroadens. the .scope. of the market''to
which. théy: haveiaccess  without" them having-toswitch ‘from
the. traditiconal:mode of broking via a voice broker.

i+ Figure 5:shows:a Lli:evised version of: Figure 4 in which
a number: of Voice Broker WorkstationsiVWS 81 are. included
im the system. . It: is: through these workstations VWS that
the vdice:sbrokersodommunidatdnwithidheeanorymotise tradiag
dystembect A anumb&rrtEE T volderibedketn wifkIYAtL6Hs may be
apndthed=do thermetiworkoice dnstituticns to take partdin
the eiPhereystenr obipportscsboth Trolcenadraders: s whoat adso
subsckibe tostliswcagonymouss systemsas el laasiwoice traders
whorawot dhrotugedheésintermédiaryeofina voickhbroker.: voice
prokoiThe  Voive iBrokersgenwhiler appearing tés: anykedther
workstatieniitoe thecnetworkhare tireatbdyasy at specialt cases
The "VWSitarealsupplbied twithnihel.wholeicmarketerbook for
speci figliténbrgndins pa:f@é%t‘siﬂrﬁé verdépn ratheryughan - justhithle
LopWEErthé TarksthrokThewdEcs t brokerW entersicotdersiion
behalE wfstveice Itraderfisbuth otders subiittiedinby Ve voice
brokepiare bowhed by rahat ibnoke mabhlitienttisting systemny
sueheis: deB cribdduioNo007/1:622 »Fdthé lordett istidwhed by thie
tradeis Whoo inputssthiel rdet into ‘thesystem: [-iF jart o
b e - Graders e iehsyy veida traders detingvoutisideniite
anbnymius Teradingnosystent  or telédt réfl B itraders tondiche
Systent, CancaAll ithe woiide Broker br altiprice cér .a call’.
‘Thi's fis: abweldl Undérsteoditetm imwehelvfingncialy markets
melhd nghftthatta thaders st asking tehe cbroker -fomeaipricessfor
BiparBiturar amegptded with < The auholes waykekiroook  for
specifire: tvoioe Bire kgr:?;',d%ifﬁt»;@ésp@ﬁéé@ toaahrequést! for tprise
foriai.cald, earne ook Brevawprite ohithe pdnonymnousiss ySten
bt mayeoalsoiwe rk rouksiFdes tHec el ngrisystemd byry S&llingr a
inumber . of: makérs: o sgetrtiecstded 'Pri e8sy sthatilsy duytknd
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s&ll pricés, -The ivoice broker.cansthen. selecti,sthe zbestu
pid:and /bestoffer and:quote':that #o (the: wrader:regardless..
ofwhether: dtreoriginated ton. orioff the:sanonymous:, trading:i
system.- RPN R oo T ny

v . Traders® on .the system can call the voice brokers to
place ‘&n order asiva'!bid or .offer. The -voice broker
submits ‘the:qudte, including the.price, size and name, to-
the wiarket restablished - by+the. anonymous trading systemion
the tfade‘r"s beha‘lf.m _The quote from. the trader is
included in the -calculation.of' the credit-screened market
view' "that 'is -prepared for each of the " traders on the
system.:+: Thus, if sthe’ quote+isfrom a-counterparty with-
whithpaigiven Thaderfiseinstitution: hblsera dene:fofirer edity,
b WA toes v isfilslie ator that ctradér ko Thadersdon - theausybtem
chnwiditerhel fquotie) isubnit ted oiby: fthe hvoeenproker t ndthe
samesimanner &@s a conventional process although the 'deal
compl&tion riproceske bysidif ferentalas tiwilloibe Idescuibed:
Woice brokerdinputs quoteddcanr absdelse hith iby voice traders
acting: thiroughovoice rivtokéns. the price, size and name, Lo
the waThetvobtel brdket bis tim fudlyicontrolidefiy thes lquotes.
that heichas submitted . to the aﬁ@nymou§ rboradihg systém: He
vanl udeject top ednfilen ideals thgainst:thisrequotes)arifor
‘ehampldatfrém onssystém fhitsach ThHistlis tdbffepentn fidom
wiroites: inpluts from thadersiton ithef IEonymeus sy sitent andi s
wdlddusarylasnties svcide Proxennay ibehwerkiig mamia 1l yeidnia
Wortibh BE Whelguotey: that it rhddr . Phaders on fhea

AR R T CGan | Fedlt B ieel bPoKew ks Bugkor ! welliva

¥VSEESRIL

TEHCADANAROURY at @rESItdinapr ive- > The lvbieghbidkerdhls
e ISP HiGH o Foekscu thfig ieide o rde rd el tidA mbnualEys ol wia
e eahonmous Mrradingt iy stemn 2 1 T el bl §stye s vber execlited
AL Ly e g dea g Teonplie ted” overithe' phoneiand s, then
lerterdds aseis déne deals irito FERE ey stel i A IET ‘stionlid be
iatedie bhat & uslithough & clipletad yrout st dedlithesy caniariymdiss
madinig) esysten;, whetprosereeiof: theideal Jihs thensysten can
epiddiaf fect thessystén,! forsexamplie & the déadfpargiculais
writliledoel Bens bydibthgn-ltraders Land inaynaffectethedr. hid: dnd

soffers oroces suhidi sk i e iy g e TRa b i o
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v If. the woice broker, executed: the; deal electronicallyrt
the s orders«ts enteredr.intoisthe.system ds.a . bidsoriisells?
order. The-broker then. sees: the:market. from' that .trader.or-
trading floor’s point of view. 'That is the market view he
sees is pre~screened for credit to (filter out quotes from
counterparties: with .- which the. trader - cannot-.deal.
However; .the credit screening is not for .credit within the:
aijllo»nym,o»us;f' ‘trading -system but .external- credit. .. That -isj.
there is,  a :check fﬁ%r wcredit apart from  the credit
apportioned. to the anonymous. trading . system, Dbetween the.
trader’s .institution and possible. counterparties.

-The ::voice broker .can .seliect. quotes:ito:be ~matched:
against Grdens:irecdived: rf romtlie dt tade elvand smay tas sisglin

dealswieIntshat toass, Lithe ‘dealsisteto. Alongew ldnonymous) -

hames. aes submittedcand<as manuals creditichedkitis imdde on
thed.isidel lwhich waldedsffor 2brokéhassisthncesrkeTheivoice

brokers has:—theeepower o tocrrejéct o thel dealkuli fyucredit . ds

unavailabieizs with which the. trader cannot . deal.
Foweveherbha dealitisccompleteidmois floggeddiinto ta titrade
databases and ipasged tel back 6 f fide sethlemedtt systémsi s,

7% The mannéhesh whith wioide: brokeds friveractewithadthe

atlonymousedt radinlr systemowillsmow ] bey desoribedieen ‘the
contexts ofilthies (FRANT radi g sSystlem cdescribed twitth reference’
to Figlgesvdite, Swroker can salect guoiss Lo be mabched
ag insThe lop 188 s wiitea! BToKe fris b Fédtedvald -an vinstitutiion
anhdl As-lslich Tiwita s&igned Tdr bank - IDE-¥Th etk | Wirokertiids
ireferetite wo

thetncradings I Elder

Bt bwif e SKet L Hoed 8N fAods “Esbdds eribed Witk

Wigupecdd Svhighdicalilgar e T e i ttow =

laditing s tiat o mesting tradihgt £rédestonttid sydtenTthien
ati tddsignet credit THo  thHe WoiceNinstitdtion -ag’nif itiwere
iy eithet instibtution withiwhith cthdrmagdwilstord:  tnade.
Untdds sthat cpeddtt inforndtion Hhas? PEenmentered; Lrat given

radifges floors dannoticisded i quotesiiinpuitt.chy Sithe v ivadide

Anstirutdon fauing: SR Tl Ll e bey destr et in The

i akThefivatce Fifs §itut forrifiesnnnéeds: tosenter ibslf credit
ma tiigizen v thévafionymous sy s ten.s tRather: than assi gnirig zan

:individuaticeredi tedmount: o reacht tHs tatut dony Iordinidi cates
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sither ‘that -it-maystrade:,.or ithat it qwill, not.trade:. . AlL:
trades are ~subject-itor; final gconfiirmation.:by - theinveicer
instithution. cand . -therricredit :smatrix:+may-» be. updated.
periodically, for example on a, daily basis. i 0 0 w0
i 'Figure 6 illustrates..the process which ,occurs when a
voice ‘broker submits an order to the ;:anonymous'. trading
system on :behalf of a voice trader. .. CErac e
. Ativstep: +100  the trader; who :may be.a ivoice ..or
electronic trader, cazl(}s the *voice broker with an offer
request.'w - The -voice (broker  enters the offer.  onto . the:
anonymous trading .system including: .the. priice, the: isize..and
the counterpartyy at step 102. At 104 .the voice broker
& helne rafifionndes nthHe tibest wprice ! oht thdl anochymouss .sysihin

whiidhs isvrecelvédcat, 106 byialliveicemtrddershy .. che. volco
i ps#l tWHem Othetipkice vis  submittedntios the. janpnymous wrading:
systent dssl 1y déstributed o dhe itrpaders sat 108. A given
electFoénicetbaddriwilit seether prives ashiaridealable wwrice;
£i o1 O r ik rhes ubas © ereditomisch counterpartyyiotherwisdite
»sle,’é%t-'ffthe‘:& Pests piick onviehe anonyimous trading system.

S Figutte w7 Lhowse tHerudereernof tithe bvoite v biroker:
workstationshéwing van loffér beings enteked onibelralfoofa
tradert -fromiian SLnS"titLi’Cl‘OH“«ldentl fiedllby therifoutrtletifer
ode TCLEL LIThE. ngoreet eils Lsinilapytonthatlief, Figurela® with
e varilbusPERA/ tendrstshowlat the léft thand side sof:'the
idddeem andl the tobd  Bam racgosdether-téps « Thet LgetitiEe waTidow
At s sonfigiled do isHowai lovervilewiofdalt qudtes inithe

isy§téntiand: ehe highE shan A OWE S hsp B neTite s atPEoliumn

ideshowingt bddst andita: colunhind 16 sshowiAgt of férs. Atywmill
Pe riotedcthatticdhiist display - is=af TitElel s FfiferditiiBromethat
Jshownn i ELgurd @l tlandiuapp reéiated Thhiat  tHe VeRact vdi splay

sesia Rt te RS frdesi gt GHed e natiiv 5 Lradlng 8yeTen.

- STnahes Eodibart 30 hstherinst i tut 16nisCTTLi(at “Lk18): ihas
ieemtsetin Eovas irasul by o therbroker: deltkading *nrbehabi™ of
sttt o Thistritut i ontcandpither e ket e ilew e flthe - lefddit

FSGTesTEY. ¥ IBwW apprbptiatesteiithat, Anetithtronmandethe Baok
s The Book AASE that: dnstetdtion (i 1840 thend adide Wk

st cpo Bt EiE tdpE | Ehetssatie Srindd
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o pnétvoice “broker’ thén' uses his ‘buse’ to PEhesk? the
offel Button 1707 of ‘he €561 bat-Causing the order request
or 'quote panel 122 to be displayed."” The voiceé broker’
cntérs the details of the offer in 'the queue panel, which™
is very similar to that showh in Figure:3 ‘with the amount’
peing erntéred in' the box ‘60 ‘and the priceé in the box 62.
To: send: the order to the system the voice ‘broketr hits the

Jar

SEND button“64 "dfter “which' the pane1 is” automatically”
dimissed. ' To dlsmlss the quote panel without SEND, the
broker Hits QUTT button 66. R
Turning “how t6 Figure '8, ‘thé quote réceived from the
voics ' broker is” inéluded™ in'‘'dealable;  that is’ cfed’i‘%'
screenéd,- prdlces'rdastrlbﬁtlonn*t@ fltoors:ﬂfwhofmay peieabl et o
Crade Buitho thak dicdunterpartyis © sHowever e urnlike ropedit
dnfermationsn nednte¥ed tobyps  titadings @ flod¥sy vihe: roreddt
~1nfformat10ndfemUeredvE byhethe’ Fyoice *b“rokgieuonl)yx diindivdates
thatzrans .:jm:s'ft—imtmt:i ofhamayhwdshin télstrads. Wi Thétefoneunia
ttraderehittdng’ theh qubt‘e‘ GEnnot’ béscentain .it‘héf‘ci’l%tﬁeb.‘ipriﬂ:e
15 dealable ordehato hise hits Wil 1tloe “a‘cfc'e”ptf’ed\eiiﬁlTHé*Scﬁel’éﬁ
sslhidim ot £ F:ngure @fistthdiibroken’ s workstdtion:s h@whn@:"t}le
tarketedfromfothéel sOITE, , tradertse pOfln't-L ofitiiew afftdr he
lofrflery Hals b Ts b ..ttxed ifrom him. The order can be seen
at ‘124urEs nphectatest: quotel Antitthe;ngliotes otreryi et i ndow
antias kﬂkiiéiédnl‘ySof.fféﬁ“fl]i\ne‘thel’tradé‘ns’i}'ma“rket'T lféanel’" 1 1ai7Ad:
Thies Harke i pans I d shbws qus e st ﬁsupp@rthn@‘l )ten@r“prlcest Hisn
‘p‘ﬁi"jf@"‘e /i éi‘-f*’d@r”tlaﬁﬁi-@a“&“ ?1'tl'?s?iowﬁ’»lfﬁ'iﬁhf@ﬁl‘ig‘ht’éd g il itg

eriee omacsln

*dlffkfernéﬂnt” iwolout e Edtherer i $isileredit Lok

Amreraph i cohesmenorl détai s panelt thevlgwoteénlis: ishownkiars

iemtiered. “agaiitstutting! sedettai htendr tandi sl sv dT86 Fdisprayéd
tagaimstiieiatio tehse thizet Hei ngeno i line bl T wil hibeb séen
Schatyup bto thitesaguotes tanibé! Entereduaida instlianys given

Sftenor v L L EDy el ety natdon dghowt hga the

Atfrthist réfagers the? dedifce? prokelr odnnduncestithe ATES

el

i (ﬁA‘nDnymﬂus‘ YA Qg idisystem) uhﬂestmpri Goetor@dl dus Eraders

ssome” bfwhich: maytaiEouberrel et rEhas Hraders TR T
g e Figurer9 yiblRistrates hehé proeessishdch (doedrst WHER En
fh&egmrbha@u@madéﬁmiﬁéwaﬁ&wbkéﬁ4§§siste@&bfm@mmmmmﬁn;hbs
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been' submitted asldescrlbed with reference to Figures 5 to
8 i Mg w9 L iAo e i e D @i T v & r
s LectBAastep 200, tithe, electronic trader; hits «a ‘price on.
his “screen. - If there is 'credit, the. price will' appear
black,-valthough this :is a perfectly. arbitrary choice of
colour.: .At . step.202; the anonymous. trading system .(ATS)

suspends .the 'quote that.has been hit and.notifies' the
voicer.broker: At: step 204+ the voice -broker:checks .the
status  of the order that has been hit and at step 206
checks credit with théhmaker. ‘At 208 the trader, who may
be voice or -electronic, checks hisi.institution’s credit:
with the welectronic .trader’s. institution-and, if.there .is
swiifiedlenttteredit el 15 the voicet chroker L thé: dameunt &t
©10. . AtE212 .the  broker: enters -the:amount..of .the-deal ' to:
be. dohe ' ifitg ERE.ATSesydtemvand-atr2l4rthetsystemrichecks.
the takeshs crédithtle takeradsithdiglegtronie iBraderwho
hitcltheapiiceyh cIfsthe syspemtEinds sufficient drddit di
subtracts Atthespdedll, amsuntnorfiromts thesdiquoteystand (/then
reactidatede itucde Step 206 tnbkesshithernorderihass been
Fulfilbed berAt shep 5218 aildonéehdeal: s abknow*led@e‘d:k&t ihe
slectronic thtraded:s ands: atss stept 220 2gHe dtbrokar, <CGa

retdlfd catddht frbih thee system. nofifids the domeldealvto ithe

oice ltradetr whoCE&cEives Hhie mckiiowl edgements a 222 1 edit
vwith- ?TE?tL?gl:ﬁrJe’*s:'tliil’;ﬂl“Ud? 12v show brokebliwotkstation séréert shots

R iloti) ftv:h"é%‘]ﬁj‘:id’éé}"’gshjiiﬁﬁ?wi.ﬁjjkg‘ﬁi-e‘%.t@lg?:!‘ e el Ay vaper LanBlomnount o

%10, When?lthehequote« s ahity Tthe alquote oenthy dinl tire
ovetrview fpanel #1112 Tl changedink -appda rarice; v ifion! eXamnple
b wilk eEhangsd t6 dreeia ke Inlithe sexdnplievthe’ Lqnoter vhat
Has theeht it 187 FeHére quotesnml $4hainptit? £ i fieEhe ¢ preii cus
cedamplien.s HLIBY ¢ dotble 'elilcking: dighe  Uhdnd lwsy tfer Bidker
SemEEEes: tERat LCTTE: 18t ade ] Seteditdin s thel lcombocihox Pand et
USDLTL iSep00.t i st dhel detd wd rtenorl WEnaddition thettqucte
»»‘:ékfe‘?i‘:mifeﬁwi»-tcaptlOh-ifféﬁ-ifaShe‘sugreen stwhen théreilse athitiand: the
idpdoitiel status finformnitiontdn rwhel ITEHS rHE denandether el éisr
nDetad it 2Rane ] wikd sbstade e d isplayebiicin. eiireentit oxi Séme r6Bher
weo LoutigiaThe Idtatud L pahel MnoieHe inenet aDetaildpanslsthien

redpandsiivre ¢displ Ay HALE 2305 OPTY S f ot dnnni? "‘vfr'hé'iéé'-&‘@PT Y2is

el v
win.
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the foury.lettern  code;forythe; counterpartywho hasihit. the
quote. - and:;nnn wisistheswamount. ' “Yesfrand - INo”.wresponser
buttons: 232;234,:are ralsor displayedr torenab le« thev yoiceé
broker.'to respond:::. -The Tenor, Sheet Caption also flashes
green :such ,that, ~if it ‘is. not  the- active. one: in: the
column, . the . .broker receives an indication .that there- is:a
hit at. .a hidden ,tenor. - The highlighting' of. the' tenor line
and:.. tenor rdetail::-onlyi- occur ..when. . -the:+ appropriate
institution,. in. ,.thisg-gsgcample, “@ITL, has -been selected in
the' combo’ box. on the -t;::ol'sbar 30. by 'the.voiee broker. - If
a.rdifferent -institution. is. selected, ..the ‘overview: sheet:
captioniand. the' quote ..124' will. still ‘be: highlighted. to:
alertothelvoies brokerfoto fihe diistherpar iy who has hat.fhe
quete Whed -l hit thiss ameceived; " thet broRer Ndinformsoithe
leraders whe2 submiit ted? thesiquotepbfythe taterpted Hik. vo.The.
trader. Tcheoksgpothat Hihs fmstitibeon hasticredilsowith slthe
slectronid tiader’ s {institutibnt fé6hsakllors aportiontiof
theidmounts dnd kel IscEigebroker nBhe« amotntizat THese: siteps
are fperformsinotitsdde the: Anomymoudityadinghrsystem’. «LITE
wréditeis tavalluble, €heybrokervclicks ithetlyes button rd32:s
instiltptiwill «bethppreshapéd, tEAEL theatraden ceasestto be
Anonynions asd soontias tthel faker>hilts the ‘quote.o o Tire takel
4sdnédessarilinddentiifiredi o e wiotoe broker cay ithe makelr
rEstite perforine agveiedit? ichetk! whichl ik2 exteknalinitol tie
aronfiidies | triadingrastem wite hhEsTLeRnRLE . whe A Ko uhe
st e Tfighrand 1 iShowss thescisker Shiwobkstationhn fiter: tthe
brgker Has aitiithedysssbuttonl s AE e 'donEinia tiion “panel
o0 raippears bn i tER6r detailiiparfe liwhi chidtient i f tes the
ottt rpE L t YHAMETT) © land: i thel camotnty a FiAtorEhd s bistiage!  thie

Hnletmtouils” aRsplayed Ein thesPans Hhaiskeontsa Teepol B dar

erfabbing o tHe bpdkék ito thatyi ke iatountsaaiThie confirmation

“pansll dlise v shels L thedlptive rand chastsend:l anc guitiebutions
o, it i 4y i ITHes \briokersiebnfi st fthie fddaliapy cekicking the

‘fé;én‘df*?'b‘ﬁ.ﬁtdﬁ;i?’2:4i21m‘l’-ét':s v datecshilny e Guote oV takid

2 4 necBEskhete Hdcan SBnount: ‘oethel quoteo reraininge edthe
isystem jthefosuspshdedd iquétiesis wireattivatedsbn Whide' the

squoteidits istspendedet titi & temporarily ‘withdrawn from'‘the
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price/ftimei:basedu cuda winode Lok Lk BT el ol
Lt Theshit «fromsthe telectronicstraderwwillivtime fout ifis
not attended toi by.the broker within '‘a ‘certain- time.. 'This"
isiillustrated in’Figure: 12’ where the ‘quote  status panel
changes ‘from green to -another' colour such- as  grey. . The
broker: c\:'an»‘ reactivate the hit by elicking the:™no” button.:
Lot eFigure 130 shows Lithe ‘BroKer' :Workstations'+'Screen
showiﬁg - the market: v,i.ﬁws and book, credit screened for
institution CITL: on’ceyﬁthe’ deal  has been completed. ' The
quoéte 124 which has: been' tradediis 'shown “in the 'quote
overview” panel. as being of an ‘amount 150/300 indicating
thakorofe L}ﬁheﬁ:e'B-DIDﬂSor.i‘gfinav oS offier lamoutits ,anE0  ‘Hascibeén
Ful€dlibds BaThé other 'panel also' shows ' thdt the ‘amount-
“““ Yeididowt 160, théduded LEpom CthHe fotsiiginell! 300ve out 1L
not atFiguks’ 19 bshéhs Lehd: proddsis: whichtacectrse whdmia
tradékvealdsethen vbigerbrbkernwith tae pyicee refuest . peiThe
tiraders mdy-be Gactvolded ornahhelectionic traders oThe. trater
atslsteprad0 0 walls? he Mhrokér bwithi @ i pric¢es réquestut-Dhe
amountigesd nblt 'LErspeciffited.Brolar Filgures kithe cEllids
showiias thadealsye the ivoticeattader kbuts ritli Soudd <comet  from
ansel 'i'é“@t"ir@ni’c”ffﬁ_?adéﬁﬁh ikt 30241 the: bkoker tentérd<dnto the
ATSt ¢ thel 4 tradeb’ shabankercodezdewhich dfswithe four @ dceydct
ddentifier suth aas ICITL refenpedintoinin Previdusi wkamples:
W k303 St e eEdoiifous StraBingitsys tenoidisp Layse thes credit
Errsehedi boskforctther tpade & reduesting  théhpeiderewithowhe
orderibtck ribei Al displayed - Hirtvpriceprifeiotdeiis, « Ati step
‘304 HhéTbroker: may-iput otk & reakib:

<

Fornapriceire seltdicted

ool Hrade st andy hitts tep: 306 vElS {Brokdr épivdgsitogetier

wErisusiinformaticnihe thas! gdthéred "t ot provide ithe. trader
i EhT R EWE Us ddd prilos least e siddd ipriceris t tHetbuy” price
andinfhevge b tpribeys-c Bhisi. prifee’ rillébed déduced: Lfriom
Juotest s available tlof ‘wiles  dftonymo Usitradinglsisysten frand
pricks provideds by othet et fadershandwill beithe Pest that
grEravaElabréderen  thetitwersbircedid LAt ¥308tithisi best uiiide
e dsived by Bhe ERaderel o vedtimuin Pl Viius rekbopilesg
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Wt R R Pl e d e tele Ta g weaerl L e e TR s
“fvi WThe rfollowing: example considers:ithe' casés where  £hé:
broker makes ra: %“buy” Teguest- 'on - behalf «of -a' trader; ‘who
mdy be voice: or:.electrohic: “Thére &re: three’ ‘possible
scenarios? that™:the price' the broker “Hits' is:  from ' 4n
electronic trader; -that the price 'hit —is from a ‘voice
trader. operatlnguton the anonymous trading" system through a’
volice" broker'- or ‘that ‘the broker hits a: price: ‘f‘rom atcall
foriiai'pricé».received “from' outside the ar‘ro’riﬁnﬁoué“'«‘trédiﬁf’g‘?
system.  ‘Figure 15 shows the process where. the price hit
is:provided: by an-electronic trader.: At 1400, the* voice"
trader: calls. the 'voice biroker and’ in»form‘s-.the‘-‘broke'r' ‘that -
he wants -to. 'buy:at’” a certain' place. ‘At 402 'the’ brokei"
enter§hshefdrhdehsy founnlkéttericdde dntoiitheswinddw on His
tovlbar nandsat® 4080 the tATBeproviddselaaicredi t dsdreethed’ book
for Dthevoltgaders eldanstitution Thiore ther Wolte pbrokKers
workstation. rat the  orice bhwe broksr hit: s from  an
rlzctiTheboskais rdisplayed in price/tine dfde with quotes
appéaring=in. black bdingidealable’ tand i giotss tappearingh in

.

edcnobib&tng dealdablelhe Lrokec hils a price from a call
[up ARt 406, rediel vbioKewihits s the' Price z‘:zbmdfe;r‘ed“tbiyxﬁft:ih_e
trades. Ihovsleis! ‘case;mthelpricerchas beens ihputpinto fche
systemvbysdn pelect rondcet tiadert tadtr 408 AttHe (ATS ireserves
theddealadmouniteand’ at 410 -pérforms a »credlnwchecldxf-aga’lhs&t
eredittbimits tstored fn thet systanin- the manher 'de s@ifi’fb*e”d‘
int e WOO0/4/6R2402 Biid - Us ohas), 375706/ bnm ol igh e therddwisn bt -
bdd Bite r 817 @ reditiit Nahs - AiE 412, ibhe  ATSY sdspendsvthe:l quditle
and enters’ e mgnual Wonfirmation hode Jasat WHis: pointleat
W14l el seleletiroric tradetr if“provided with the idehtity
of thBIldounterpaftysions behdl £ o ihon ithé Pvoilded thadertads
acting fand ISk 18 FHR ity perFerie eHeliriowns ' 8redit 1reheuk
ekt rnaTheo! TS aAndiynidus Erading ' systemi - ~The 'electronic
trader Tt epfl estYyesIcbri Y no” ! fol Fowdngodthedradi tirghesk.
yes"” ‘Cat rstiep A5 thet ATSaipdatss dhe
biroket” By SWorkstat iors ta sking 1 'ForitconFLrnaldon T & At ¢ 4 1E8; Y

L~\\

I ditie ré&ply:hist

e brdkeridischogée s thew identitye of i, Counterpaniiato
thelmoieditrader rahd taskaswhethenHe . has eredd wathzath“at

o on

AN SR FORL: w0 A 420 ‘, Uk i}ﬁr?ide riperforis  aiienbsaitsichidak

JErhireds peniels

HEnde breuay tEREde ponlie vt
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3 and- provides rar-answer. .to- the nveice :broker.i-uLf:thereyisc
credits and : ther voicé  tradewri can::de. thes deal:ijthe:ibrokent
sénds/'Lrat w422 an'-acknowledgement *.to-fthe~ system Mitmé‘a*:-'
“dohe ‘deal” message. .At. 424, the ATS: subtracts the done-

5 amount, "and if. there is.any .amount -left,- reactivates: the
quoteli'. - The : system. then. updates all' the - trader
workstationsy ' Finally, ..at 426, . .the - done: deal:. is

- acknowledged by'the ‘systemytoithe electronie-trader.. - fw=.or

Figure 1‘6~‘show‘s)%trader workstation screen shot when

10- there is dinsufficient credit within the anonymous: trading
system:.to: complete a hit from.a voilce broker.  Ituwill 'be.
noted: that-this screen -is’eéssentially:'the .same as thattof
Figupsoviides The Asdreentcindkudes)et adddtionallyf - taequote.
ovetviennpatidl 430t rangédl beliow: ‘thetrader.! dédis - ipaneds:

15 whens - the W¥olceir bkokerwihitsnsal pricephe that erpricel is

highdightéd wonssthe: trader!s! workstationshoralns this case

B gheunguote:i4id - ikergheisonlyy quotet thefitraderctiasitdn tthe

market andTithe guotenh tukhsn greerd-tas hislliuote: ovierview
ip'a'-nief]_"r,uu.’(;;mh’e's quotefinathe, tewdr ldidfe isbiadsochighlighted iim
20 yrigens lasigis! thetlshests 434 tintihichetheotendn #ilsrlocated.
For eXample, iifshhes t@‘éaerdhadwax EBP=Li guoterdm theo manket
16 butrewas | displaying:t the cSD-Li Ftéfiok he ifegrnythes flashing
Greler GBP-Tosheelt: wouldt shows himvehat thelker as At hitilonia
itenot Tortthe L GRPHlceteror ehinetialBy Houblendkclickingt thie
25 Wiotes i dthe Thuotdreverviswicthe  tradétiensirds thatutie:
‘gticirel vis dehalla cHIV & qUoTREDT ITHE vs ta sy pafied h d i ith e Iéticr
E ‘Detiad 1t epaniel cais WirHen: " diSEIEed hich’ tesht i Bllese™ e
| Giivesy thd b trader trhe

icbuntiefpairt yiuandietie “Embunty g ¢
Z doptionute ! Atcépriig: . ‘el vdedlbhing ot adteptifiy. Ko fltva
30 wrediced: andunte, Ttirshoulididbe) undérEtdodi- EHat C#E that s
sStatus | Pare l;ionly iappdars ifr thére istidmubtigi el Feredit

) wiitiristhes systénhetor 1tle iproposed torades; wthéistradetadis

beingtagsked & Foltls tosarsetify athatt itheres: s Saf fizoient
[ raddi wiionad ioréditiexternalifolthée sy Stdmimay iy whe T HBlasxhiing
35 R

athe v mbdd ek ofEPithe tepanell froutwallrds Hiatidisichangetngbd ks

ma MOPEE pliéeguotes dtehordeted 1Mt PLies?T ime 5o rdér ofom

ftiotieaits
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is.in thé market; -awRed quote:disathe bestoinithe market,.amw
Grey - quote’ is.»a. done . guoté  and .arGreen cquoberniss ia-rhiti:
quotet: v i The status :fofruthe! quote. ‘is;u.ddsplayed:idn therr
expanded. veérsion of this:in the Tenor ‘detail panel.. +The:
status. information reflects:the quote: currently- selected.:
This quote has a. depressed border -around’the. sub-filed' at
the bottom of - each: quote. .. These  amount  sub-fields -act
Tike radio!blubttons. «oowwd 'ty cmo s oresiet S b sl
v To accept fthe, h/llt, the trader cl:i_:qk‘s on the yes
button ‘and then- en;,er‘s" the:: amount.: - If . there is
i‘nsuffic:ient’ credit: for :the- full.'amount, :the: trader  may:
enter ‘a-lesser amount.ioit e B td ke e T IR
is . im Eiguges rildoyshowsdthentbrddek hworkstationse aftert the:
Grade mudiss dEcceptidie the i turfrom : Gheribroker: dctinghon:
Pehad f  of1QETLS mridisshewingh howivtlie amount! wocepted Leantibe:

o

vhe Jenor detall panel. The

{1

adjusted.verslon ol b seein
Thaisas sl wildehiane the itz wontinuationhs panel=2440y: sWhentdhe
Brounticis:  Hecidedisthes serademdthen: qits thlte ssendi button
w42 . boliThe osystemh will:e therfhupdateoutte «vbicesibroker's
Workstationywithhs ‘request for acknowledgement that a deal

eptThehbroker asks thedicice! tzhdewrwhétheryde

can bé&udones
ioanidealawithtbhat coumterparty and) il he cdd, thHersroker
Hoknbiiledyes thedidealortoththelusys et iwhii ch-heheti sperforms
stleps 424eaity 4260w Figure 15. "~

e in Ipigure 18" shows: tHe p1odess wiere tehsnp#i cinit Has
et BB fededay el Yoiice Th E6ké Rl radingh sk Hhe dghohymo s
Kt el Do PSRRI o S bEps L 500 0E 0 and 5014 A
Stepstet00<404 “In "Fidire T5. C'At 'step 506, 'thé-price that

Rrsiwe stpadstel iihagiiasked T iEhe Ubrokerieto At ~HasuiBden

sher] Same- s

5

Kibmitred By anbrheriwoicdieradery i volcd tEaderr2(! Jad *the
51 Lo Hydis cussdonvit will e fassunedbeha th voiee. itrader
ipvitsriactingvithough gisepatateavoice! bivken)t voice brikdr
2an alEhongh = hélhdouldiebe adct ity thiough & ahet samehevoite
ey

2 ' LR RPN 4
cak, Hhedsrokiay

o ke askvididsittiradenelarpanty ol
i b AER508, e WATSL suspendsudierigtetsl thathhasibednihibt

sandmsends =akmessage fonithe 1¥oice broker 2 that there has

been (duwhit:, 1Bdentifyivoy- tHesdoun terparti fand 1 the idnotht:.

S E e ROEEL
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At 1510 .the usecond: voice broker identifies.the hit:to -voitex
traderx»:vz;%aand“r;eri?ojuires‘xA.whte—:i.the'rr.w:he: wishes to :doi the:.dealw:
2512 sppradéria2id cheecks whisescreditsT ity traders  dis
institution and respondscto’ithe: voice ‘broker. :If.there .is
no6 ~credit; - the  sécond voiceW broker . ‘records -a’ -“deal
réfused” message  in: the system‘at -514. The credit matrix
s then ..updated at 514 .to:'disable.’ temporarily .credit:
between -these two. traders or:trading' floors.i.~TEf trader .2-
accepts the’ deal; -voigg broker 2 confirms the deal to the
system.at ~518 " and;’ a%u .520: the system iupdates: the first
Brokers workstation:and asks: for ;confirmation:- Atv522: the
fipst broker-itheri.asks his trader if he:-has credit, which
Anvolieshedissclosingithe bidentityerfl fike: cotunterpavtyoiand
thadeamotintnd wAti52s sltetifdrste traders. per fdems hhisleown:
Extetrnal lotredEt o checkiands réspondseyes orifibn torhisr volite.
broketruticdfarchererespdasén ishenopithebibroker 'efiténsrechis
intosrehe o trading ssystém ot cd2ebrandr atreS28dsthe  Créddlt
mabrisd i sesdigablie tlemporatilyatbétWeen Thherewd. © tradding
flodts rpartyiatod thet dddle:  tT¥helithere: igwopedit) thetwolice
brioker: &besS30cusendsdaan ackhowlédgeméntrmessagetrtide the
systers thatdethe ‘deiale ltsodond ‘andiats 682 dthé Isystem
subtyacts the done améurf:&'t,a’.» ridactivates. thielaguoterlisf kv dls
Inotke reompletely i orfidlédas kandor updatesnatabh. the SLrader
Workis tatd'ons. L At 534k sthlel donesdealt i i sheacknowledged byhithe
AErEskrapoTeby breker e shic hétise bongl: Weiiadib toker twhis b Ly f ovnib
he TS adbnd . vo te& g £ iwHoldns uth Adé e intest ey dohelcdedl
‘ackrioulledyemént: dtesBeutich 1

I OSSN SR A G RE T hvss neniioe

meclRcThe Eiasle casepiiigs Wheraiva | thadéwveal 1§10 thes "volide

briokertifor ralipol caviand: the ~brokemdhits ™ alvprive onbite
rpdading isystenzb iThe dechanishy -For thhis wabedeseribedi-With
Wespectate iR gl rbet1ddd Re féiiritigidel? Figutedilo,  tar 6000
WiFdder Anfdritsvichedvbice dHddkert thatehe wantshto tbuys dn
Jamolrt dhed o prrce t:&fterithedb‘rroke Thasitgivén himé ther best
heEwayspries (Jorte, aftuld deuctivates oipd dunotetlipf b Ars
Hacrpe ) Tha spridide ha\sﬁfbeten\«ofﬁereﬁwbybsanoﬁhexr vaice tbrokér

winmsrehih s lexanple. End sthe :%:§pf::f@f@ers:51L‘-f!ol:»lxewécb:o kgl reguler

iHeady makihyprbeass pibeiwdeht: twd Woitbhrdkersiye & At EE0D,

s i deaind. vo lad e P cn e e ngn AVBEE ket tihia Ao g el
A WILCS - R P Lol s wenae
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the seconditrader decides-to hit:theiscall foria price SRk
604 theisecondirtrader: confirms:that he cantdodthe .dealsand: .
the::first! either -acceptst orrrefuses: i.orIf. heéczrefusesi the:.
process stops.. If he .accepts, : the 'broker -confirming. with

5 the.first trader at 606. At 608 the first trader 'confirms
that he:can’ 'douithedeal having made the necessary credit’
checks: and  the second trader respondstwith a;yeés :or: nd.:

If  the: answer vis a yesy ivghe  broker at 610 -confirmsthe:

deal: -as’ done with 'trai,g}er' 2 -and. enters the'b deal into the

10 anonymous - trading ‘system. At 612 ‘the system :distributes"
thedeal -information to:other -traders:where it will appear
initheilr deals.panel. The second trader then receives the-
dealls conifd rmatdon dtablds toohitrthe! caluofor 3 price. Rk ALY

504, vrfhe shrokeriworks tatforhashat dbnetdealo bulvtone o’ tuhe.

& @lickirdgsethe  -Hongw: dedlissbutiton:

15 Terotd r E)’é't il neRamedsr
Idnsxpl‘ays"faspdeallLenrt:ryl paned, whicch resilects fiinformaticn
ifirom? it broker as £66whetherlithehadedls ois f.paddr orcgiivens
thel idéntityloofhethézacountérpaktyls the tnamountryandedhe
pricei and the ‘mecond - trade:  reaponds with. s yes or no.
20 . 7f tliFigurec20ishdwshow the display maychighlightrprides
thade by voite Wbibkdrsitas opposed: toe el eébrontiic traderstiby
10 Showing: thesedprices siata diffeféiit E61oums, ford exanple:sn
pinkifon. theosorsdms CAlvhbugh thagd: to'distern firbh Hfidefirne
o, vrehe: firdls quotes. . 710 in s ¢hed qibtés overviiews sollitmn  Hets
25" Been veibiiitiete byt &ldvoice 't Bréker ¢vand Nis 4 shown? - inh'a

dYE fe Rentiisokowr rorThish Gliotea 4'ss shiown- dwa feHer iftdimal» it eidy

et
L

?~%’1‘?tfi10100‘i’-1*a’gea‘?i‘i1'€1 hepna s diRf fetenthicoloure Ko sh@“'Wn» i riEle

rlistlaof Ctenons. | larst ibésts fZ‘-‘ﬁ)ri‘é@s Mwlicn e gret Lffommvoite

3 WroKdrisy tagatn afin 208 vidifferentdi¢olout o tEadEE omiEivmbe
30 tdpprdoiatied ythat' Both' sidestiofrthe: pénultinate: tenor: fand
jtiHemleft side of “theo ‘fourth tenor™ard . fromivoice-brokers..
W 17 o inspican be lskeens from the tendrs: for  Déd 0L - Mars02iand
Wigepe 092; e BesihiDeslabl erpricet shownl dtgdudls cok¥olen 2" The
Vi e aride
35 reizample , ENdEcatest thé tipnopoition sof'ythes tprifeds dnuuthe

Segrients; i iwhd chiffifnay: i tbdiiicolotired  spinkil e’ fior

Thia FKets thits havewbeeil lentared ebyiidicevbrokers wrihirs, HEor

3 dexamp‘le' Sithesipinky (Héfto hand)l pdrtionnof ithé sMar02 Tenoer

SE eebtied L whddss. Phad P 1

—41‘;1 I frh b“i"’.}ji B
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prov1ded‘ through:‘IVOJ“ce brokers " It follows therefore that
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e the remalnder
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electronlc trades., 'I‘h:Ls may convenlently be shown in, cyan.
5 . The  manner, in Wthh credlt proce551ng 1s performed

w1th1n the anonymous . tradlng system w1ll now be descrlbed

Colmy

ds

he credlt proce551ng performed forllnterest ;rate

fntures and other derlvatlves 1n general, and FRAs An,
partlcular, ,dlffers . s%gnrr}cantly from credllt processing
10 for spot FX  trading. ‘ WWhiv.le‘ ‘s:pot‘r FX | 1s cpn.cerned,,:_w"i,th

‘s\elt‘tlement risk, for FRAS ,market ) ‘ri.slkz i‘k : the. “Pvr’i‘:mar“y“

. concern. For thlS reason, . the technlcal consi gerations 11'1

nmplemenltflng Lthe syst me dr_ﬁ;ﬁer}.t TS ,Adt:*ald;rle BT H,g:%

fﬁ uFor Eorwaﬁd VEeate Acgrreementsr ,three‘w 'fa,ctorsf‘arqe_ b3 s‘eq
15 t@ cal‘(‘;ulate'tredft utidisatibal oaz  besi  prgvided. by
=;":C*;T«h! Ltlmef*‘betvi en the 'trade‘Jdaxte and. ‘the\'“settlement
! L ‘Eiﬁa%temm‘(:srta-rtx nof:i‘!.lthe croftragt v period) , tshereihafitet
‘ri':i—t}:i :"caI‘lJed' “EheTTS (Timeé 0o °S’ettl'emenﬁ) nLow De d?‘-‘-’-‘fi%-"lliﬂ?'ig
2. ffhe volkdtiliyo o simte re'st frates inlthecurpéncyaiof

20 Eutn lr«'-bhe—uERAc thos_ dzrd VALl i gensy aJ and m/ [
33701 CTHe ttimel between tlhe £ sett‘Lement Jdaterand tther maturity
fid for g date ,E-“le!, |.$;'hel“l.gap offn-t:hé EREO, (* 3B, \u,onccrlreu ‘ M;J,_ t:h'

sattlement wnisk, for [RAs  macket ris;;g, i:.:l t‘\ﬁ ,p:‘uﬂarv

concerThe  detu dhiliabiddiy or fav FRA\-crs R ileley ifExedians the
25 Sgtiret e priééeﬁs yilaket Weeausd, L ds cén,b‘e::aseen"-.from “the
“foritulae Taboveld thetadipailobianil ity Wil dependmon ithie

1y ‘dEfferénice mbetwe‘én HHE. | interest ‘rates Wat thévtrdde &nd
Ysttlenent i date:
A formullaihasbeent ‘devikédiand tiniglenented 1asi fol howss it

WA Fer sbhi$TEedsony da 0fedit Ui ¥aton

30 SRR TR WAL o C-EE p R A A AR mefbemd gt now e e loand,
Z, Tak 2"@ 5&'3”37£lj LAY

vigaindty Lo thateirs sdooys od
s Tove o lg reddth Luti‘itisat‘ioh"t‘ Deal 'size) R {TTS factor) -x
PE LT L nbhst/B)wx"fuLInter:est-*ratef\ivblata.‘llty*"faotori) S ara(aiend

1,1

5 inr  Cubdnvesstonsdate)s. ofhinke FRME T s ooncegiesd wih
35 setilemasr chal, o FRBAm o mariol ez bs Ros Draaavy

TR YT

SThe & TTSEL Factordais 'fay TEMERLEdD Sets:tliementhédtor

2E He' When dredd trds
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calculated, the workstation will wuse the TTS Factor
assigned. to,the. TTS month. The, workstatlon w1J.l .Galculate .
the, number. of .months, between the Trade Date and,feftlement.
Date, to find the TTS. Month. .The Credit  Utilisationm.
5 calculation will: then use the TTS Factor assigned to that:
month. .. .l‘This,; allows, the .TFA .to factor .into the,6 Credit.
Utilisation . calculation the time .between . the Trade and
Settlement Dates. ;.-

it . o .
The TTS factor jis used in the credit calculationt

10 This 4is .a. non ;‘li‘n’eavr“, cal-‘cul’ationumethoq for the time
between,. .trade. datg, and . settlement date.. A, table is
produced,. .initially . ranging from 0-36 months, of TTS

; values? itol be tised winlthe teredivihtilisatione forfiilafacThe

fackersd im. the tdBleomust béieable ktdabeorsetl by ctheu LFRs
15 The, rtaller bs. tonlbes prepopuladted rwilth Dfactogs  dalichdated
by.staking fthe sguarelFooticofhthe TMS: Théiinitialiwvalues
o fl dihka 1tam1e%szb?r thenQvand theamdith fostareatoibesd. i that,
month.  This. allows the TF2 fo factor inkto the Credi

UtilizExamplecofoprespopuldted (LTS tabledzn Ths  [Trads and
ST RO N 3 6 9 12 15 18 | 36

factoxifel | Aadl4hr| 1473252044490 IThle3-464c]i3-81% | 4242 |06,
i ,“I N
10 This 18 =2 . uon linear ~alcuratlon mabhod or ths time

Letveen  trade date. and  getilewsnt date., | A table is
The currency volatlllty parameter ‘must 'be able to be
produced, | initially . ranging from 9-36  months, of 175
entered and modlfled onllne v_J.a the” TFA  for' each - ‘FRA
salteks el be Ueec v vERe Leradiw it ilisat lon foflidliay, The
currency traded on the 1local floor. And as prev1ously
Farvimnad . Fhae EARlscwat By alds VRS abamyett by Culbhew TR
explalned the linear calculation method for the contract

15 e mmaler Lg 2w iden ez e d vadien D Fae Ve e Tieldlin e
25 perlod or “gap (the three month equlvalent”) 1s a fixed
Pyl oraking e ~‘"'3m~1! 2L G b TS CThed) Lnil el sl
ormula that can’t be modif ed onl:Lne' '
4 Ebabl: Tekide ol fhHe g vand ChendEek HTS0aee albupsad, Lo Lhot
‘mo. Equllvalent factor = (# of mos in gap])/3
A AT A I PRV P LR e cttion iatn TARE R TN

t"u[ G e BN

1 ’~-MM~ -t-enons have—-& 3

L

TR RN e

n
30 igap_mbe\;tween». tflement«-,and’.Maturltv D§t67§ P -S0 thla
Liotowdes i g o 1133 28 g el vl 38T GBS S o
,value is calc,ulated ;as 3/3 or 11 I fe o i
16 s R R N R T S EoTe s b Ve
2u Interest Rate Volatlllty Factor - The IR Volatlllty

N . ioneny  d Fle

1\.:

,ulu_“_| e ,i’(l i ‘L S jf‘t i x?-‘ 'i'v‘_) S, B
‘esystemt er‘L{ sto«re the va]}ae x(as 7. cperbentage number —u;h,
W g ST cubonbhs anabe CobERG ",»,,_

Tfloor. And as ruc*fr
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CCY-“Conversion Rate -~ The currency tconvérsibn rate'

betﬁeéﬂigthe"@“édit“ Litit G@rréncy™and” the currency for*

VLA ;.";*tf:mi. i “\»".‘“ii"i‘w‘ :

whlchwthe deal™ s+done. _

"' BAs an ‘example, & USD June 00 FRA traded June 16, 1998

for 100'million has the follow;ng characteristics: -

e C W ‘

B Trade Date' . June’ 16 1_99@3

o F1x1ng Date: 8 ‘June 19 ‘1998

Settlement Date June 21, 2000

Maturlty Date! “L‘“‘” September 20,/°2000 ‘

Tenot Cap: "‘Juh%‘;21','&'2000},'1:0 September 20, 2000

S A SRR T | ﬁ(@l;days or 3 Month Gap)
’Déélfsﬂz@*31on T$1©0 ﬂoov@oorulzo”cv Moonversion' réte

e

v

Poa. . LT Lot . . P
Batweeh ‘Lhe’ Cledit s & Carraney’ ard ™ ae curreﬂcy Lol

W%fCh”ﬁéﬁtérsﬂafé'égéibﬂeé by the TFA along W1thjthe'Cre&it
leltt“Currencyu’Whach Urs>uaggldﬁed“%bnt“thec‘Mbmketl?Access
NodelO(rm i thisnekamples el coredi BB Imdte Cutirbhey is USA.
The factors that would be used for the above example are
derlvédaus1ngtthe above tablene L6, 1298
CFizing Date: © June WAV 199
1US&hb?theta%@W%tfbrmuiée,Zﬁhe credit utilisation is:
Maturitj”Datei ‘ September 20, 2000 '
Tpeal Size) x (TTSNFadfor)2300(#tof >Monthls‘f“1n Gap/3)0% -
(Interest Rate Volatility!‘EBactor)i ¥oy(CCyYsegonversion
ey ereradit USTTsHBRGAN 0N 1 TRETRIATE FE e Y

f
e ey el

-

' - - [N b I
podls o Linof Cuoatiey s s T verty foi

ahi b TEE070005:00 SR 014a8 I8O8) hax '3(13L/3)m L5 0Ol xe WA @00) =

Limit 566y5867 = Credit Y lisatdohd dnT1 aret Al Ao

HerelDEni i dier elamp s ke WA T T AR, L0 T

i SREIRY
The :akncimpliementing) erleditslimits Smethd:FRA ssystem, Atite
AradingiElocy tAdmindstratobti(TFA). has the ability to set
and &djust thé:@ various paraméters '“from which matching

1

crlteriaware“de@hved.“tJmurr  obhE credit utildisation is:
VAl ereditifutilisation fnotiFication 1¥Yincluded which

issudébeldw Sidredit (WEPAFngtcat i thel tradertisWs: Whenthe

availabieer{Methtef@mlamﬂjcoﬁﬁteﬁpartﬁ%ﬁf&lisﬂ@beﬂowﬂwa
“513‘d{Vra‘ﬁ he-'TFA. An'‘out of credit
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percehkage. thatsdist d¢




WO 03/019441 PCT/IB02/05448
33

L TE W R N e T ES DRER L L T e T i e T e
Py e e p S - e - -y - - . - PR oo L
Boeovoedln ull ety nme it e i LS R RN T

message. 1is ,also .displayed a,t the, trader 5. WS when credlt
is exhausted fop,a particular, counterparty.: . Brices.:frem.,
that. .gounterparty,, for all.. ‘tenors, . will .po., longer be:
displayed.. A credit utilisation report may be initiated,
5 on demand, -via the TFA for . both screen and hard copy .
output.. .. .. LT I B |

Y Parameters ‘\used,,jén the System.

CALL e hao By Ay TmEieoae g
rBanks , nltlally define, ,and modify online, the
10, following. parameters Wthh are stored at. the local MAN for,
their local trading.floor.yia the TFA facility;

a) credit limit-currency. - ~Market Access, Node .. . :.- . .. i

i

byssave | sepatate ot v;edi‘tﬂ'”‘leltr ieuEreney. cofiVersiongisrakle .
is eviparameteffor, each:lcurrencyotraded ohy the Byistem,from.
15 et aoparanstety.relatedsz o  theousaturelof nat lleast dme .

displafimandialvednstimdnt ardmn therofornayobe alncurrenty

i

o dewelatildity tloredF® futilisakionirefactor! Iford w@ach
oubputeurrency traded © on  the . system. . The currency
volatility factor is. indicative . of  the risk

20.. Paransdssociated iwitheedehtfinancial instrument assessed by

fetek CFALNLATially . defins. and modify online, *the

{0 ) Loviime pto sSettkement céredit Apilisati omefaotors 1ot ke
thair durpéndiesitradéduwenvthe fhlocdTAfLoorlitThe TTS factor
a) sz pire ferabl yonorslineanyands aVsosarst (§p&cific to any.

25 WS S 1A Handialici At tentl ffadédn frerdy wolvariions watk

in eslpmrsitaterc forn ol Miyrenoytaradeidy ohy the Brysten. Tiom

1 % ‘}} a1 Eagh
TtradifngnEfloords  hiE ﬁﬁy@ﬁe‘ﬁ ictedith EHTAntingofentit y-'i"’ll sifiich

creddt, grdup: spreferably -conptises F pluFfalityivet:

3 ‘dtselfesduldite adtrdding MElcoEmay: tradetwithiart raging
30 cfl oottoiefracgroup: adefined: byt fthe TEAelf suffiicientiloredit

is avadlablédily factny LS indicaniyve of nhe viak

T
[

b Banksl A ¥oldefinerthel ifolrkowing.. fireach: countesrpaity
(credibt:giSup)i “thati théy *¢rade “Which" drée” alsolistored at
G tHhe 1B Eak IMANG e EE Lumedt chrédit sitd bl ae Lol siotaids Ml B

35 -7 AR Lé,va.lﬁlabzléi‘dre“dﬁ&w"w viie Placdaflund ) | DThe 1S factor
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Banks. also have the follow1ng optlons for resettlng
RN AT A I i
credlt ??}l‘lsgtlon to zerom'w‘ o haem o s

a) Automatlcally at the end of the tradlng‘ day, as 1s
currently done for spot. The time of the end of the
tradlng day from FRAs‘ \ is. preferably deflnable

Wseparately from that for FX spot

b‘) : ‘On demand v1a the TFA

Ve R Y 1+t BN GO0 KON P S

1) . for an lIld;LVldU.al credlt group

Pope e Sele O L ST ST B

2) :“" for all credlt groups.

RN . N A T AR

‘The TFA also has the ablllty to dlsallow partlcular

[

floors w1thln a credlt group If a floor is dlsallowed

t doés*lno »tlafwke }part“ inethe ldredity oﬁﬂtthalta gfoup resetting

LMGJLToivbe compaftlble:,ﬂe“ach of the two partles must make
rshfflei’emmcloredityav’lallalblevto the ~other party ﬁoy’complete
a trade‘ifon:a;least the predetermq_snedIlma.ndmumlrsrze. devaltxlmA
any a:vaﬁ,”fﬁabile deurréney: (i@ availaplele credit Y ldsast
equalatOrv.Lt;he-*lmlnlmmnlcred.rLt tlireshs ld establlshed by the
méspectuv‘eﬁorie’dlft tgrantlng entity) .
- The CdlcuL&tLOd.llsfgtlhuss'.'f‘:dﬂ group
Miniminrcpéditrthgésholdrs .
Maacimum of ,{(mJ.nJ.mu.m 3 month equlvalent amount) X
Ileredit TJI‘S) ut«lalltsfatlonllfactorn) Megdloef Lfmonthslr?ln
flO& TSgap) T”ix A {Inteérestrouwrate!l volatdditys k’ﬁac‘lﬂdrJ)W‘d X

:

EGCD»nW—eES’.L@rn uﬁ,ajte Ehefse idgenicupfensyn: giaup ety
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Lhe two parties must make

'

@eﬁ:«rva‘t*l@fn (S :thfe Pre-—lﬂsuthori's ationdMatrigarey Uov ouplete
o tracthe sexenplaky Bre—puthordsatidn 1'Mat'rcm‘ “shown ddnl Fhiry

chrrldalakd

any  Fgeilanie Jaucrdmo

degan déivad et nom Yaghe” ﬁvan:ilousfhparameterst adefimed by wthe
IMradifigl Wloordddminiigt Fatior \"(IFA) . In the example shown,
each §roup Eomprises dnértrading’ floory:

L‘C@lﬁtaln prilces t are slemidisto be dealable, which means
that gheywamne fpre—smreenesd formopedimotine :deaﬂablxeopm'obes‘s
means:ighati ¢ - WEFA c it il averflicoredits dslklavaiFalble swith

<

ithe f‘o:on;vn‘iter«p‘arty@"ﬁn‘»a‘.}éimg{.bthelapir'iee Tii‘o&ii;éx,eiou*tj;e- atddddst=one

quu‘zm d gfﬂug.~ Y s
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minimum 51ze trade 1n the ftenor that utlllses the,. most..

credlt

DTG e e RN 0

The concept of dealable prlces for FRAs is based on

credit . compatibility for all tenors. . Therefore two
5 trading floors are said to be credit compatible if they
have bllaterally allocated enough credlt to each other: to,
execute ~one minimum size trade in the tenor that utilises

the most credlt avallable on. the system e s en A

e

For, each FRA . currency a 3 month mlnlmum notlonal
10 amount .Z,Z&l}S set as a sys,tem Iparamet)e:;. The formula to
calculate the minimum size for any tenor is: e

mlnlmum s1ze = (3 month mlnlmum notlonal amount)/

IR

. m urﬂl(r# mbnths l"]jﬁngapJ/ 3t “4Jx,,(31;.u_?f Lia r !,‘u!.,‘.},‘:); zzycs Lne‘ Mo s
cre,':;lt, . . .

15 ExampXé&e ‘mcwr ¥

credit  compacinility T
5 crading £ ‘EBS has defined the cF#monthowminimun: nctional

,amguntg'l_. mf)@ millocated snough credit oo eagh other To
execute cne minimpum Itze frace in the tenci that utilises
20, The mirimumcsize vEokaal USD Thires985480 mill)/(3/3) = USD
50  mill. eaciTheRimindmom:.~size 3foronid) USDimSept98=6=(:50
10 137 5 6 432 Et:.‘USD‘al25cml;lg'If;\d\..‘tym RESECLE Rt fhe formala To
~aloalate vhe minimum oizo ‘f'C"‘.‘['.' anv Lenol \'i.s;
by Ysmnc”ed'credrt utllllsa‘tli@nf‘?lts”a rEunetions ofpaount] /
25 ’ll“"”"“i[‘ime«b tween”trfade -datéd and;settlementz-ld’at‘e fTeS)y
2 qume between settlement and maturity. (gap)
3
<o 1L théIFRAL then. -for ‘two €loor§ tolbe credit-conmpatible

ey
LA

oiie Wolatility of 'fmterestlirates i the ‘eurrency of

vedsifffdieht cheditnidvailab et oiexedute

Vradi athey mast ha
30 morunta & pivfel UFor ! ) minimuivSize - Ghii£hét téhor With' the
&0 00 highest I Tdalicnlated TutiPisation. ' This'iishould! medn

AR Phe mothatyisubiect < 1t S e rédit 98 thanging ! ! Aukitly - dedl
50 nfGompletioniFithéil tivbl patties Lwilldbelabled o istiplete

t 1S fGeaks bhDal§ FouBFencY atd least” of mifiimumt sizel. o
35 colotLans VIR Prading floorfcaniicontrol, -£6 an extent, the
suiddmunsaitredi bl ivebashakdehdcesaty: fytontdisplay
75 Wl ealaliliee gt ods Bk taodif yind: L imes cEde sétitlément
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v . factors with; tlmes ,to .settlement that utilise. the .

most ;credit.. . QFor example, a. floor <an,., spec,nfy];,i;;mg '
to-setflement: :fagtors, which. do jnot., .kncrease for.those..
factors  beyond . where they want to trade. Also, a
5 . floor. can set. the currency .conversion to. zero. for
particular. currencies, thus, electing not to trade in
volatile. currencies; offered, thus reducing the credif.

availability, necessary, to .see prices, in.less yolatile,

currencies. .., . .. . ‘ o
10 " e s tep o - Vo f - g ' Caa ¥ te

i P E o . . S , L e ’

. .. The system, of.  the. present  embodiment . aliows
trading whthtenonerafiginge tfdom=0kl tout  tolR4x27 tlin
USP; . GBRdand JPYY, #Therhinimunt ltradersi zexdefinedins.

15 ‘ setseds 19PN 50famiTL bon h i3k mbntin tedquivatent ﬁlir}pzdima:l:

faliwe)s beyond whaye itney want to trade. Also, a2

in
h

loor, can aet the currency conversion tn zero for,
}':s.artj,cmizutheucf-bilfléawinghtcas ,eciforsy floor-c Atthds see
dehlable cpricesizfromfefidortiBs theiicimgstihaldocate
20 : suffidiehtl credis stovekecute pnéterade &S USchfor'ﬁa
mih‘:’umumu’n"@tional%s:l_ze 50 million.
i L Tra,ding,)flocizr‘ A uses USD as their credit limit
u~u1(114,.currency L v \ . - L .
N - 'Tradingtflook A ise onrltya‘» cnadlrﬁg’quSDfT‘RAs allows
25 caradicTradidgehilosrneing hbdomagsighed balléuBrenay.
olatingtyhdadtvy tEhUSBeef norbErade st aep clefiinetlids
i : g A RO R L 6 TE ol csdled Prii¢es e ot iFlo e B, it lianst
}éim6ﬁ5étet'?LS"t‘i’ffici*é‘rit““‘cr’"edfit‘; touifloor BYo: exbecute on
USDMari00 524 monthsiaway) FforfUSD:BO mil. ¥&ic  Tov
30 S L0 Thet i n ifedn o ine@l ree 4.4 dalicn 1 dltest el ifed 10Ws
vieies LTS fattor: 1 dEsiied rEctbelttehe  Sgadren rowtr et
e . othetiah kDTS ks i mindmireca availdablels it PEQLET ! e
(44889 k(0L 08l X (50, C00000)i =r$1,122,225.
gy Prasing Tlooi A uses TSN an thedlrs coodift flmit
35 VooaapsHawiimgrvecalculated the minimum credit threshold, the
Market Acdbss)iNodelthéh ioabouilatest foRUEacHApoténtial
25 counterpir iy aitiephe flvat 1 Igas tisithestni gimin tordent isenye
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could pe ,](a;gl py checklng agalnst the crest limith
the.

avallable ﬁoxh

N R

Credlt Group assoc;ated w1th _that
counterpartyh and transmlts,a CredltUpdate message to the
affected; Arbltratqr( ), . and Market Dlstrlbutor(s)

5 containing a simple binary indication of wheﬁherkeredit,is

currently ,available or nof available- to each designated

potent;g% geunterpa;tyJ%EHagwgggquAagwieastHequal to the
calculated m;pimuﬁkhggedipwktp;esggldj established. by,, the
credit'gﬁanting'entitgﬁassociated with that Merket Access

10 Node. _Q?ovidquthat ﬁﬁe(releyant,phreshqld has been met,
the Arpitre;gr(exjegd Market. Distributor(s) receiving the
CreditUpdate message place a ™1" in the associated.cell of

theis (P\re <AuthorisatigmckMatriggainsiConverselyditiflthe .

@redimbpdateqmeﬂéagetin@léatesombat;mbedavamlﬁbléhPIEd$E1

15 qudbeiew"ﬂthe nnelevamtﬂibhreshold'ifﬁ Tel Arblitratoe (§)., ‘and
Marke@xblstrlbuterﬂei (sbeceividg tHe riGreditUpdate bmesisage

5 plateiaim@ zininhécassoecigtéeddeeilion of whether credit is
curterfHe Pre-Buthorisation Matrikbis themreusedizingknown
fastiiohi torpre=<suresty distwibutedibuyseldsordersl soo that

20. onlgn Yeeal ablelirprices caltd showns ﬁcitrademeﬂlishad' by . the
creditThe aforegoikng Lidiscussiontedx olvded;,ha foliz rddnip ldrodtsy.

) the” handldngi=c’f tc‘@ﬁé’ditﬁl&ea gebatwasn tthes ' broker swdrkstatiion
‘dnd dthéEranstitutiens Marke. Distributor(s) receiving the

Credi ARcduidlndesagtedt afrom the iprévfousgsdisetission) l the

25 Foile bRekekdant Subinitrtohithsl tradihgosstenlvhe didertlty
Gl ettt - s iatet L oricl ¢ Thies s¢Bten T then diisplalys! atidile

£

brokenks workstat o ishedite-sdrtenediprikest dnd ta { rediitt
igoreened LviBwhBED ther booky ibased héhﬂ I thierorédity ia tHdxo Eﬁé‘rr

30 ﬂpﬁroﬁiﬁ:‘udésf a.%np.i-nin_razlh:ty 2O ﬂt?ftad‘i%rfgr';paf&ies%:'fandd thed biokeritgan

g <l Phe Brokénitworkstationiican Jdisplays dealabl e!‘:»zpri cés
'andffﬁé@bEQWWprmeenonwmheueysteMAMwhhchrmayébavfrom a
RS %d@ﬁnmem@%ityLaﬁlthmﬁhhbmmﬁfﬁ@f@@éﬂﬁmﬁﬁjﬂﬁaﬁédﬁt)mﬁﬁﬁﬁmmeaah

35 dins tuilddnts hstiraded.sronva thet . SystemsitciThese=oprices tare

CdiSPLayedie ddnies shes srtsdftecty Waye lmss ithes @ dddgular catradér
25 Gories tifttors tif Eheliinstd tuitd ony D nenterddiby h theibrsker
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were -omwthe matrix systemu« The: broker workstation::also:.
shows’ »all dealable: quetes .:in _.the iwmarkef;n.for. ieachr
L instrumentctraded tdn:. the-isystem.y - These: guokes faréwsSortedr
in- pric‘e/fime?-ord‘efrhy ‘and indicate. the originating bank" ID...
5 These quotes -are rcolour. coded -according: to. the credit
matrix withi.black dindicating. that credit is awvailable and
red that no: credit: is:availablei. ., - o Llor ey it
R :‘,The';br,o‘ker -workstation ‘can -also..-display  a. complete
view of the book with no credit screening. ' This enables
10 the broker to:'see aAc'onjplete. view ' ofithe market across its
depth .'when -he isi not:.acting. on 'behalf .of .aparticular-
trader.: i atr - et b Pl s e R e R
S wéne The tbeoket rworkstdtion sHows balke 1:1ea@s;l«zi’naiwhjfcha.'it:h(e.y*
broker. - has  béenlsinvolved;tcbut iunlike: tradertworkstatdons -
15 botht Lp%fﬂﬁ'ﬁiei‘sﬁf agirel dilsclosed/sand wth&hideal siinfiormation ¢loan-
be filtersdrbycvdice «trhderiortimstitutioninating bank ID:.
] These Agucshownadn Figure 4pdsthe abrokémyworkstdts ons=aie
wonneetedtitohhiharketivaccess node 2rthede dmay vhélahnumber
ofd mhrketo acedsds imodeslieddlt. with one or more DBroker
20 worksfati onss katbachedit At iThe “markeksvactess. anode “fopithe
broken workS*tatllorisH'peuszo’ fslia smumber nof  Fhactiormslas
HA fad lowsher to a2ee a cwaplate, view of the mackeb-across iis
depth lwhen Sﬁbm1‘381bn"ofﬂ<broker' qudtesi itd thHe arbitratodal
trafer2. C:ancellatlonvof broker quotes.: - . S
25 Wt Bne T hiRdEsh thonk 36 E Fiihe 1 8ibeoks s Hle dbasperi e cthitdnior
phoker hhs dniertrifsmissionio atbrdkertwodkstationiatins

ot
o

bbbt ] cRecept ioh: ofvthe Sraditfnaeris andiupddte nfora
ha piltersdspecific: fllovie from "thetitarket: distributers LU
% Trese B dhReceptidfithofs tHed systenomarketoukiew tifor teath

wolinke be it ade ront whosels BeRAL £ - iheis vobde brokernlcan

PRy Baiil gt with ome oy mor=  hrnkor

i subnt sisbion:. of Hiks iEronsithe rvoilce brokefuto Mile

e wbw'*‘afbl:bratorﬁaganmst’iauspe’c&f«&c qudter Gt iunE | ak

Feel Rejeéction ‘ont ldonfitmdtion ef? deallsit 20 ross oo

35 rzem;::a Bin=n Tpgeifigl rof dedlis M ap tidde databasedsivtit
iz, Pmnit;ﬂr@*“ land cieprintingiweficdeal tickets.
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' 10.- Hand . loff: toi-the ~voice broker iandr customer’s
' back officensdystemsy i omi viea T naohet g,
eV Ly et N i -y
Our  earlier-application -WO00/16224 -'describes the
message" flow—around the network:'of -the type"” de'scribed ' in
Figure 4. - For ' reasons 'of “brevity,. that will not be
repeated refererice''is directed to:that ‘publication.” The
inclusion of ftheibrokeriworkstation ($)irand associated one:
or more market access, nodes gives rise to a number of
additional broker related messages:as:follows.' = - ..
A Broker Quote meéssage ' is useéd to submit a hit
entered ' by “the broker: :~ The message alsco contains the
quote Itarg8tied . byf the ' Hit  anmdcds osentr. yufi:hevbroke?r s
market accéssehodéfito: thestarbitrator.o o WL ol
A Broker Hit Notify message ' is sent by the arbitrator
to thaurmaker | marketoiadeeds.cnode i(vhdt 2dis hw:rnbde firom
whiichJ-t hel cquotes urhta th ise et thixts ko rifg iHat e@y P todimivtd Fye cehiat
hbdecsabout thHer brokeridealf. bLiBylalso Ldalisesithe nmarket
wecessEInotd fivoendd splagil i message tef  thel imakern trader
orkstationd that haotsnual drediti check 480 reguiredisd one
or ' mcBroker edealcCastatusde. (MaKew/Takéry Us ~anipair «of
messayes iwﬁaehbinfoirms%'the-' -Gomponenftsf'ﬂin\'mflved 'in a deal
(maked aR@-takerjuaboutictie Brokdr dégl. 'to submif "o hat
zncter=A |Brokér |HitieiProce¥sednsmessageslinformssivaricus
‘conipohSntst taboutl Mile Qdalstidcte P byl the T Yol & Broker
manual lyscdsifn s thytineand. o tthis  message that deals
conductéd“@ut51d*e bl Ty stfend Jare lentensd e intbe thel isysten.
IThis i

P
¢

e mpcrtant (aspest ofthe (ebodimentides

Hibedicas

Wi reREDES S he e Tee trenie irading IBYEtén Mo haveda more
fgompleteniview? ofrthél nérkét ahd’ sfol sof Fepiseraders ik mote
wEansparent SHVE réhmenty withindwhich €d operdte e
et let I i 180 be Vapphiciiated - IfHatiithe fembbdinént! of -the
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What is claimed is:
1.” A computerised trading system for trading instruments

between trading partiééf’éompfising: ' s R
' a4 communications network for transmitting electronic
messages; o |
a plurality of trader order input devices connected
to the communications network, each for generating
electronic orders including bid ard/or offer orderé:and
for communication to txaders of order information received
from other input devices over the network;
at least one broker order input device connected to
WP? commun;ca;¥9ps networks for generatlng electronic
orders 1nclud1ng bid and/or offer orders on’ behalf of a
selectedﬁonaﬁofzﬁﬁ pkuidlltyu@fmcﬂlentatradenstandkﬁbr
communlcatr®mhmoﬁiﬂvbrokeﬁWoﬂF@rder information received
from otheruidnput ideviicas Bven: ther network}itiing eloctrosic
menﬁmgab;least one matching engine connected to the network
for matchiinglis hdl refifer cordersiabnputtzintes: thensysten
@rom\the orderaumputud@VldesUahd~£or executlﬁg dealkstiwhere
prMCeS‘%re mauchedp_anu,unq hich sud,/or offer ordesrs and
for orammarketiodistribators connected ¢b0¢metummwep k! Eor
distributingrordéry | pricereneslsagest viol i the order input
devices,Ttﬁétmﬁmkeffdﬁstribdtérib@ihgd@éépOnSibm@ﬂﬁﬁiﬁhe
Fderumﬁﬁ@ageskamd*tmehmatchlng engigencrating elsctronic

orders incltuding bila and/or olffer orders on dehalf of A

xZElqusystem‘ cfeedrdiina tHel Lt 1 Botp r#ig Py g creddtio
istore oo ing Ahindicatidndef crédite tavailablelvfor

Tor ade st bEt wee

ddehltradivig. partyttrading via ‘one -ofi'the
ﬂpluralltyfofitmaderaorde JlnpubﬂdevmeesTcwherebdeeE”s~are

axecuteds:

autematica IR bydshither 1
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Petiwedhid riradings paptyctraddigs yiat e brokewgkder imput
ddevide ahdia conhtepdsty it rsysEen Firthersobnprisingisa
Aessagess genexatmm L foriesending ¢iayimessagelito the “proker
corder imput’lrdevicé zard«ithe!:order<einput: devicé “Bf ~a
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counterparty“'to‘ “4i ' proposed dedl;!” the 'deal ‘conflrmatIOn
meSsage 1dent1fyrng*th)“eounterparty o’ the propoged deal
ada’”’ requestlng édnfirmation from. “eatch” counterparty that
they ‘wish to proceed with the deal SREL LR

. . Y ¢ R . i ' s N 3 L R .
3:° B systemuadcordihg to claim Ql‘whereln the system ’

further comprlses a credlt filter” arranged to fllter the

informatiod “‘Eo’“ ‘gach order"'lnput dev1ce v to”

v

order
dlstlngulsh 1nformatlon relatlng to orders with Wthh the
party represented by the order 1nput dev1ce has suff1c1ent
credlt to trade at least a portlon of " the order amount,
and’ whereln the at "least ohe broker order 1nput dev1ce 'dan
Geaebtﬂaﬁgrvenﬁone ofﬂtheﬁﬁluraﬂrtyfof theuclientltraders
¢ sdisp lgye:d-le;aprc;the e brokelr
ordersﬂ&npuuwﬁevqceurs‘fl&ter dlto‘ﬁistﬁhﬁﬁﬁsm%deahabﬂe‘

rderu‘J;niforma:troﬁﬁ_‘for“U'theh party of the selected cllent

- i 3 . ) - ! s
trader.
. B e woed e ' PN " N
3. A aVatan oooldim D, whersln the systam

44A»HPA systemraccordrnguto C Jliadlne:3, 4 whe'redn theibroker thi
&order rnpmtﬁﬁdeV1ce tds dnflgurable 'tOWLdlspl morder
dnformats @hV*relatingvJtow-all””ordeysuwsubmmﬁted 3t6fiﬁhe

o «‘-.'; 1 ) & 4° - -
cicie hag sufficisnt

BysttemLep e ced Ly the order 1nput o

i . R T Vo o . o
credlt to troatle aT ieawt @ DOreion o

i

the order aw«dnt;

r-""_

3 ate! *’AfSystém)according tbvcﬂalm"S ’wherernhﬁhe&i'w“wﬁvCarw
brokerrdrdEr hnpmt de%ﬁce“usw%@nnected t“f <etWOrkbh0de
theffrnethrk%‘ jof de TnBe ingl ra‘rf‘a’nged “to°cusubm1t" Aerdem

1ﬁformatron\“fronﬁ“theﬁ1broker SR ﬁﬁput—

Mﬁgﬁéﬁ\céc Ied aithe

m tchrng” engineflandwutoAJreeeave ‘order informatd orl arrom
thEﬁiorder input devices for communlcatlon to the broker
-ordernlnput“devrce‘-JA; oo lhin 2. whesin the syat. o

“:’; swhasetd Lhe ddsioar b

6 T Aﬂ‘systenx saceording towhcbainw 13 Whersin:othé” broker

rdsrinput | devhed difciiidest neansiefor inputfing isto “Ehe
sSySteni pdetails! bf tradesiitohduttedicutside Thersysten

(With lother! bEdkers. ~ed3t a port lon al one avder dncon

SR
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790 AL Systemaccording to claim -1, wherein the trader
order input devices. .include ‘means .-for 'dis,closing - the
identity ‘ofa party to.a‘trade to the broker . order;input
dévice ‘before a’trade is agreed uponi ! . S T
5 AN LRI S Ty Sh e et R T S
g# ' A system.according to .claim-1, wherein the ST e

trading 'system'is an -anonymous: trading system. . ... .

9.  A'system accordlng to claim: 1, whereln the

10’ instruments+traded are financial - J.nxstruments Ve e
S T D L S S R B T SRR S e CF EN TS SN IR M

& 10+ 'A“A.syéftém!according. to:claim:7; wherein the financial: «:
Anstrimentst areaEorwdrdyRate AgréementswiPRRS). The Troder
order in'::{ut‘ deviges include means Sor disnlosing the

15 ifgentiaysysten Becording stomelEintd, twhekeifiatheobderinpu:
Amformatdbn sconveyed to tradedsupficludes  an indication. of

5 the amount of the market’ that has been entered by ‘the
Hrokei. vsrdé@tn:inpumfdévg’ncé::> clnim 1, whereln tna
rroctng systen 48 an AMCINYICUS rraddng. systen.

20 12. " A computerised trading system' for trading instruments
F}b\etweénspat@iﬁesr:compt%giﬁg;r:l;z tm 1, whercln the

1o ins t:J."vial%:pluré"li'iﬁydorx‘éfdé‘:ﬁainpﬁi’; devices=£fo6®.entering rorder
‘information into ‘the: system, the order  input devices
Hncludings tan splorality tooflalgradepheinpatt Fde¥imas: haflor

25 Trmput i ¥ i et sfromt tirdde rE) aEndyt atlFPéast -Orhe tbroker
~ofder irput déviee®for ‘trading forBehdlf of"-:a:faiﬁfamityiﬁ@f

e L

Idrnénbgy vEten perhivduhyg td T EAml A, CRnakalh

A

Aot nated sasenonerma tich g éngingnchatrected Lo 'the etwork
2 Hor matchingf bid-andirsEfer herderss ihput intotthelsystem
30  Bundeforiekeduting ddalisiwhere ‘drdersare ‘matdhied; and

boadina sparket’ di@tﬁibt}t‘éf'»"J‘fd'r:f?«-cfl‘fif‘s"-tribiﬁti‘ng order price
PAL messafes  rpteer thet Lordéemy simputs frdevices, s thenormaerket

s i butcr ifﬂbéﬂiﬁ@ﬂfké‘é@éﬂsiﬁ e itor the ordet ‘messages and
ERhAseIA dBPAdes s féonducted nibetween

!

10 Lthe. Umatchings tenging;
35 srradertdrder iinput tdevicestare ahbnymous-as ‘twithe Jparties
YuntiE i conple ticmroEiiva rraddis adndrt tradesth G iieh Hithe

P brokex o rder linpu --f=f§&iéﬁﬁif:'-‘e§§:‘;Jf'?jflsh?‘:a ﬁarty Fegidiredisclosure
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13.. A computerlsed ~trading . system . fo tradlng
5 inrstruments between parties including a ‘plural‘ity of
order, input devices. for imputting .bid.and offer. orders.
on behalf of traders,' .a. matching engine; for . matching.
bids and..offers.input: by traders.,and, where-matches are
made, for .executing d(eals, and a market ‘di\sltributor for
10 dﬁ,i‘str;gbutl,ng details wloAf .at least. a.portion of the bids.
and :offers  in. the market to ,tradérs, ‘wherein at .least.
one of the,,order . .input . deyices.., .comprises . a - broker.
dTerminaly vfoieseritering bids: and pofferscointesithe csystiem
lomsehal £ 0f traders operating..outside the system.
15 R TRPRNNT YRR T UMY R T SR ¥ Co
h%. A sorepntedispllay Lfodlnag tradeérm terminal tiofiiran
5 WlectEenns s tiwdithe sy stet ) 40 which:delectronpéuorders are
Gt bybwiradeys cvia felle lErader rtermifalsdand fby brokers
5h BErERlE Cof TEREFAS partisgsioniai brokemne términadsph whe
20 Isicreennt Qiisplay {neommiiicatingcs £o) &, th’eéji:i%t]fafgi?e:\:}.}e sorder
Ao rmation "eeedivad Eroms othet traderstand sbrokers rvizim
Y Hethiork)t the seéfedn sfurther J.lnbludlng*“»aﬁn'Llndlcatlon“ofnthe
Proporfesn of dlgiven hrharket thatchas 'i]@T'efeﬁe‘ientere_d‘_ui‘ﬁnftl:o»
“the syfstem“by AR BT oPe brdketses  moaprises.- a  brokew
Lofuieredne ity Sdade, ardyoffor s ofmnberithe Gy s
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