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(7) ABSTRACT

A banking system for emerging market countries which
includes a central flow control apparatus or system, is
disclosed. The central flow control apparatus permits secu-
ritization of future flows receivables of two or more banks
within an emerging market country. The central flow control
apparatus may include an interface layer, an applications
layer, and a presentation layer. The banking system may be
comprised of a first bank account directly owned by a first
emerging market bank and a second bank account which is
owned by a trust (or other special purpose legal entity),
wherein the emerging market bank is the beneficiary of the
trust. The first bank account and the second bank account are
bank accounts of a first international correspondent bank.
The first bank account would typically be an onshore
account which can be controlled by actions of a first emerg-
ing market government of the first emerging market country.
The second bank account would typically be an offshore
account which can not be controlled by actions of the first
emerging market government of the first emerging market
country.
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EMERGING MARKET BANKING SYSTEM

CROSS REFERENCE TO RELATED
APPLICATION

[0001] This application is a continuation in part of and
hereby claims the priority of parent U.S. patent application
Ser. No. 10/095,998, titled, “Emerging Market Banking
System”, filed on Mar. 12, 2002, applicant and inventor,
Renan C. Paglin.

FIELD OF THE INVENTION

[0002] This invention relates to future flow securitization
and the international banking systems between banks char-
tered in emerging market countries and international corre-
spondent banks.

BACKGROUND OF THE INVENTION

[0003] Since the late 1970s, securitization and other forms
of structured financings have seen rapid growth in the capital
markets of many developed countries. Under this field of
finance, cash flow generating assets are transferred to and
managed in special-purpose vehicles so as to protect the
transferred assets from later interference by the transferor,
its creditors or other third parties, which may try to claim the
assets during the term of the financing. The special-purpose
vehicles then issue fixed income securities such as certifi-
cates or bonds, which are sold to portfolio investors. The
fixed income securities are backed by the cash flow gener-
ating assets and are often rated higher than the credit rating
assigned to the transferor.

[0004] Securitization techniques have also been applied to
borrowers from emerging market countries which seek to
tap the deep capital markets of the developed market coun-
tries such as the United States and Western European
countries. In this case, the objective of the special-purpose
vehicles formed to hold the assets that are being securitized
is to protect the assets not only from third party creditors but
also from the sovereign government of that emerging market
country. Sovereign governments have broad powers to
freeze the movement of assets which are owned by parties
under that sovereign’s jurisdiction. Such risks, known as
foreign exchange or capital control risks, are problematic to
third-party investors located outside the sovereign’s juris-
diction that rely on assets located within the sovereign’s
jurisdiction to recover their investment. This power of
sovereigns has caused international credit rating agencies to
adopt the concept of a sovereign ceiling, which is the highest
credit rating that can be attained by any issuer within an
emerging market country for any financial instrument
backed by assets which exist within that sovereign govern-
ment’s jurisdiction.

[0005] Securitization is the process of aggregating similar
assets, such as loans or mortgages, into a negotiable security.
The assets being aggregated act as the collateral backing the
negotiable security. A security is a kind of financial instru-
ment. A category of securitization, which is referred to as
future flow securitization, has been specifically developed
for emerging market borrowers for the purpose of avoiding
sovereign interference, as well as to protect the assets to be
used for repayment from third party claimants. Future flow
securitizations function by trapping assets in special purpose
vehicles, which are referred to in this patent application as

Sep. 18, 2003

“offshore trusts”. The assets to be trapped are known as
future flow receivables which would normally be coming
into the jurisdiction of the emerging market country. The
special purpose vehicles then secure financing and by using
the future flow receivables as collateral. Originally pio-
neered in the late 1980s by emerging market industrial
companies in order to obtain lower-cost financing during an
era when regular bond issuance was problematic because of
sovereign debt moratorium which prevailed in many emerg-
ing markets, the technique of future flows securitization has
been adopted by several emerging market banks to securitize
receivables which originate from foreign jurisdictions espe-
cially developed market countries. Future flow receivables
securitized by emerging market banks in the past have
involved trade payment rights, credit card merchant vouch-
ers signed by foreign visitors, remittances of overseas work-
ers to their families, and receivables arising out of corre-
spondent bank payment orders also known as diversified
payment rights or SWIFT MT103 (formerly SWIFT
MT100) transactions The first financial future flows trans-
action was executed by a Mexican bank in 1995. The capital
markets have generally limited the transactions to the two or
three largest local banks within an emerging market country
because only the largest banks have been able to meet the
credit rating agencies’ criterion that it will be able to survive
as a going concern in the future. Although there have been
several future flow securitizations issued by banks in the
past, these transactions were limited to pooling the future
flow assets of a single bank.

[0006] Emerging market countries manage their financial
payments with the rest of the world through a system of
international correspondent banks. Other countries that trade
with emerging market countries usually do not accept that
country’s local currency for trade payments. Acceptable
payments are largely limited to the three major currencies
(ie., U.S. dollars, Japanese Yen or Euros). Accordingly, an
emerging market banking system has to deal with foreign
banks to manage its supply of foreign currencies used for
transactions with the rest of the world. Foreign banks which
hold deposits for the emerging market banks, and which
transact on their behalf are called international correspon-
dent banks. For example, the payment transactions which
could give rise to the foreign exchange (or “FX” for short)
to be used as collateral for the securitization financing
include those that involve non-documentary trade payments,
other payments for export of services, remittances of over-
seas workers, foreign direct investments, and dividend and
interest income of residents in the emerging market country.
The payment transactions to be used as collateral assets for
the financial securitization originate from international cor-
respondent banks, which perform payment and collection
services for the emerging market. Together these interna-
tional banks comprise the international correspondent bank-
ing system. The major international correspondent banks are
headquartered in the Group of 7 (as defined by the Interna-
tional Monetary Fund) countries. The foreign-currency
accounts with international correspondent banks used by
emerging market banks to manage their trade transactions
are called nostro accounts.

SUMMARY OF THE INVENTION

[0007] Unlike the prior art, the present invention, in one or
more embodiments, will allow all banks within an emerging
market country which have receivables originating from
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foreign sources, not just the two or three largest, to securitize
their future flows in order to participate in a financing for
their central bank or other similar entity and to share in the
economic benefits from participation. The present invention
will also allow any single bank which wishes to securitize its
financial future flow receivables to do so by using apparatus
and methods that will cause little or no interference with its
existing operations, which is difficult, if not impossible, to
accomplish using the prior art.

[0008] It is an object of the present invention in one or
more embodiments to insert an electronic process between
an emerging market country’s banking system and the rest
of the world.

[0009] Tt is another object of the present invention in one
or more embodiments to permit pooling for securitization of
the future flows of at least two emerging market banks
within an emerging market country.

[0010] Tt is another object of the present invention in one
or more embodiments to permit the collateral of future flows
to be serviced for an intercreditor while future flows are in
the pool.

[0011] Tt is another object of the present invention in one
or more embodiments to allow future flows during a secu-
ritization to continue being deposited in the accounts of the
emerging market bank at the same international correspon-
dent banks that were used by the emerging market bank prior
to the securitization.

[0012] This electronic process is enabled by a networked
computer system, which is connected to the world’s inter-
national correspondent banks through a data telecommuni-
cations network. The present invention also embodies new
methods that will allow emerging market governments and
government-controlled entities, in cooperation with banks
comprising that country’s banking system, to obtain financ-
ing from international investors at a lower cost of financing
compared to conventional borrowing because the risk in the
investment is reduced. The invention also allows interna-
tional investors to finance emerging market governments
and government-controlled entities more efficiently by
improving the credit rating at which that investment can be
made and expanding the flexibility of its ability to finance
those borrowers. The present invention creates higher rated
cash flows from a credit rating standpoint out of cash flows
that would normally be lower rated. The present invention
also protects and routes the promised cash flows to the
investors, making the actual repayments of their investment
possible and providing a higher level of assurance that they
will get paid promptly and recover their investment.

[0013] Using the present invention, in one or more
embodiment, an investor can provide financing to an emerg-
ing market central bank or government entity while using as
collateral the future flow receivables of two or more banks
operating within that emerging market jurisdiction. Invest-
ment bankers can also pool the future flows of two or more
banks within a single emerging market jurisdiction to create
a larger and more stable collateral pool. The reason for the
greater stability of the pool as collateral compared to future
flow collateral created in the prior art is the diversification of
banks that process the flows so that in the event that one
bank that has contributed future flows ceases to function,
some or all of the flows routed through that bank will likely
re-route themselves to the other banks represented in the
collateral pool.
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[0014] The present invention provides a central flow con-
trol apparatus or system which enforces certain contracts
with bond investors entered into by certain participating
banks in the emerging market country (an emerging market
bank) so that its government, monetary authority or central
bank can access international financing at favorable terms.
This type of financing is commonly referred to as future flow
securitization. The central flow control apparatus or system
is an electronic technology that makes possible certain
financial transactions and can therefore be classified as a
financial technology.

[0015] The prior art was limited to enabling an individual
emerging market bank to use future flow securitization to
finance itself on a standalone basis. In the prior art, there was
no apparatus or method to enable future flow securitization
for two or more emerging market banks so that they could
effectively pool their future flow receivables and obtain
financing from international investors more efficiently by
effectively acting as a single borrower, through the pooling
of their future flow receivables as collateral. The present
invention describes how to build and use such apparatus and
methods to accomplish such purpose. In a future flow
securitization, investors who have the right to receive the
foreign currency funds from the offshore entities set up to
own the future flow receivables, may be issued financial
securities, such as notes or bonds, which will evidence their
rights and which they may resell in the future. Purchasers of
such financial securities. may be solicited by an investment
bank or securities underwriter. Thereafter, any purchaser of
such financial securities may sell all or part of his holdings
of such financial securities to a new party, who shall
thereafter have the rights to receive the services enabled by
the present invention. The present invention discloses meth-
ods whereby two or more emerging market banks contract to
deliver foreign currency funds by pooling the foreign cur-
rency funds into a single offshore entity to be organized by
those banks or through some provision that effectively
achieves pooling such as the incurrence of joint-and-several
obligations.

[0016] The banking system of an emerging market country
is a very complicated system which uses many established
methods for serving numerous customers located onshore
and offshore. A very useful result provided by the present
invention is to enable banks to implement large future flow
securitizations while causing little or no disturbance to their
existing operations. It should be noted that the present
invention does not rule out standalone financing by an
individual emerging-market bank, during its participation in
the pooling of assets which is enabled by the present
invention. Instead, the present invention permits a standal-
one financing whose collateral is limited to that particular
bank’s future flow receivables while allowing the standalone
financing to co-exist with a separate financing against a pool
which is comprised of that bank’s future flows together with
the future flows of other banks. The present invention is
compatible with standalone financings which have been the
only type of financings permitted by the prior art. The
standalone financing can also be assigned a credit rating by
credit rating agencies which is distinct and separate from the
credit rating of the financing enabled by the present inven-
tion because the former uses only a subset of the pooled
future flows as collateral. The rating assigned to the two
financings will likely be different. The following are defi-
nitions of terms used in the present application:
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[0017] “FX Purchase Agreement” as used in the present
application includes any contract comprised of one or more
agreements wherein at least one party organized offshore
agrees to deliver to the order of at least one other party
organized onshore certain foreign currency funds (meaning
a currency other than that of the emerging market country)
in consideration of value to be delivered by the party
organized onshore. The exchange of value between parties
may be simultaneous such as a conventional spot or forward
foreign exchange transaction, or it may not be simultaneous
as in the case of a loan transaction for example.

[0018] “FX” as used in the present application is an
abbreviation of “foreign exchange”.

[0019] “International correspondent bank™ as used in the
present application refers to any financial service provider
that is licensed and operating under a jurisdiction outside
that of an emerging market country and which accepts
foreign currency funds for deposit to the account and order
of an emerging market bank.

[0020] “Account” when used in the present application
shall mean the setting aside of a sum of money recorded in
the accounting system of a financial fiduciary such as a bank,
which can be referenced by a permanent or temporary
account number, or by a descriptive name associated with
the owner of such account, who shall have the right to order
the financial fiduciary to perform certain transactions, pay-
ment for which shall be settled by charging that account.

[0021] “Investor” when used in the present application
shall include guarantors.

[0022] “Intercreditor” means one or more investors or
guarantors in a financing collateralized by some, but not all,
of the future flow receivables, which collateralize a financ-
ing enabled and disclosed by one or more embodiments of
the present invention.

[0023] “Intercreditor Agreement” means an agreement
between the Intercreditor and the Investor(s) in a financing
enabled and disclosed by the present invention, which
provides whether the rights of the Intercreditor are senior,
pari passu, or subordinate to the rights of the Investor with
respect to those future flow receivables which are the subject
of the Intercreditor Agreement.

[0024] “Central bank” or “Emerging Market Central
Bank” as used in the present application refers to any
emerging market central bank or monetary authority, emerg-
ing market government, emerging market government
owned or controlled entities, or any emerging market entity
that is so dominant in its market that two or more banks
agree to effectively pool resources to finance such entity.

[0025] “Offshore” as used in the present application refers
to outside the jurisdiction of the emerging-market govern-
ment.

[0026] “Onshore” as used in the present application refers
to within the jurisdiction of the emerging-market govern-
ment.

[0027] “Trust Entity” as used in the present application,
shall mean any special purpose legal entity organized to own
the future flow receivables of an emerging market bank or
banks.
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[0028] “Offshore Trust” shall mean a Trust Entity orga-
nized Offshore

[0029] The present invention distributes the FX-control-
protected accounts throughout the international banking
system wherever depository or custodian institution and
whenever the participating emerging market banks, which
originate the future flow receivables, set up their accounts to
handle those receivables. Since the present invention allows
that the participant’s original account be matched with a
specific FX-control-protected account to be handled by one
or more embodiments of the present invention in a very
convenient manner, the present invention causes little or no
interference with the present business process of the par-
ticipants. Accordingly, this condition of zero interference
allows several participants to pool their receivables to effec-
tively act as one originator whereas before the present
invention such an arrangement would be too disruptive on
their business to even consider. The best use of this ability
is for the members of an emerging banking system to pool
all of their receivables acting effectively as one securitiza-
tion issuer for the benefit of their government. If there is
another customer other than the government whose credit is
acceptable to more than one participant, those participants
can also use the present invention so as to pool their
resources to effectuate a securitization financing for that
customer. A single participant or originator can also use the
present invention to minimize the interference of this kind of
financial structure on its pre-existing operations as compared
to the interference caused by the prior art practice of
centralizing collections in one or a few trustee banks.

[0030] The present invention in one or more embodiments
discloses a banking system comprising a first bank account
directly owned by a first emerging market bank chartered
under the laws of a first emerging market country and a
second bank account which is owned by a trust or other
similar special purpose legal entity, wherein the first emerg-
ing market bank is the beneficiary of the trust or other
similar special purpose legal entity. The first bank account
and the second bank account are bank accounts at a first
international correspondent bank. The first bank account
would typically be an onshore account which can be con-
trolled by actions of a first emerging market government of
the first emerging market country. The second bank account
would typically be an offshore account which can not be
controlled by actions of the first emerging market govern-
ment of the first emerging market country.

[0031] The banking system may be further comprised of a
central flow control apparatus which can administer the first
and second bank accounts. The central flow control appa-
ratus may be comprised of an interface layer, an applications
layer, and a presentation layer. Each of these layers may be
comprised of one or more processors, computers, or com-
puter processors for performing various functions. For
example the interface layer may be comprised of interface
processors each of which interfaces with an electronic
banking system of the first international correspondent bank.
The applications layer may be comprised of applications
processors each of which receives an interface object from
an interface processor. The applications layer may also be
comprised of applications processors, which interface with
transaction data information residing in a database proces-
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sor. The presentation layer may be comprised of presentation
processors, each of which also receives an interface object
from an interface processor.

[0032] The interface object may be comprised of a first
code referring to the first international correspondent bank,
a second code referring to the first emerging market bank,
and a third code referring to the second bank account. Each
of the applications processors may store all activities which
access the first or the second bank account in a database.
Each of the applications processors may route FX funds
available in the second bank account according to a decision
criteria specified in a FX purchase agreement between an
emerging market central bank and the trust or special
purpose entity owned by the first emerging market bank.
Each of the presentation processors may report aggregate
activity for the first and second bank accounts. Each of the
presentation processors may report aggregate monthly cash
flow coverage statistics concerning the first and second bank
accounts to the emerging market central bank of the emerg-
ing market country or to a credit rating agency. These
reporting functions can occur electronically in any known
manner, such as through a private data network, by wireless,
by fiber optics or by any other electronic communication
method.

[0033] The present invention in one or more embodiments
also discloses a method comprising the steps of setting up a
first bank account directly owned by a first emerging market
bank chartered in a first emerging market country and setting
up a second bank account which is owned by a trust or a
similar special purpose entity wherein the first emerging
market bank is the beneficiary of the trust or special purpose
legal entity. The first bank account and the second bank
account are typically bank accounts at a first international
correspondent bank. The first bank account is typically an
onshore account which can be directly or indirectly con-
trolled by actions of a first emerging market bank or the
government of the first emerging market country, and typi-
cally the second bank account is an offshore account which
can not be controlled by actions of the first emerging market
bank or the government of the first emerging market country.
The first and second bank accounts can be administered
through a central flow control apparatus.

[0034] The preferred embodiment is an all-electronic fully
automated apparatus which would function without human
intervention. However other embodiments can be con-
structed with combinations of manual process and electronic
communications such as telex, telefax, e-mail or telephone
to accomplish the methods claimed.

BRIEF DESCRIPTION OF THE DRAWINGS

[0035] FIG. 1 shows a diagram of a prior art banking
system between an emerging market bank and a plurality of
international correspondent banks;

[0036] FIG. 2 shows a diagram of an overview of a
banking system in accordance with a first embodiment of the
present invention;

[0037] FIG. 3 shows a diagram of a detailed embodiment

of a banking system in accordance with a second embodi-
ment of the present invention;

[0038] FIG. 4 shows a diagram of the flow of monetary
funds under normal circumstances in a banking system in
accordance with the first or second embodiments of the
present invention;
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[0039] FIG. 5 shows a diagram of the flow of monetary
funds in a foreign exchange control scenario in a banking
system in accordance with the first or second embodiments
of the present invention; and

[0040] FIGS. 6A, 6B and 6C show a flow chart of a
method for handling daily monetary funds in accordance
with the first or second embodiments of the present inven-
tion;

[0041] FIG. 7 shows a representation of the relationships
between emerging market banks and international corre-
spondent banks that exist in the prior art;

[0042] FIG. 8 shows a representation of the prior art
where the use of future flow securitization is limited to a
single emerging market bank;

[0043] FIG. 9 shows the location of accounts within
various banks and the paths through which funds can be
transferred using methods of one or more embodiments of
the present invention.

[0044] FIG. 10 shows a diagram with symbols demon-
strating the prior art regarding future flows flowing from
international correspondent banks to emerging market banks

[0045] FIG. 11 shows a diagram with symbols demon-
strating the prior art regarding a single bank securitization of
its future flows

[0046] FIG. 12 shows a diagram with symbols demon-
strating an embodiment of the the present invention

DETAILED DESCRIPTION OF THE DRAWINGS

[0047] FIG. 1 shows a diagram of a prior art banking
system 10 between an emerging market bank 20 based in an
emerging market country and international correspondent
banks 30 and 40. The emerging market bank 20 may receive
funds for customers 12, 14, 16, and 18, from foreign
remitters 50 of foreign exchange (“FX”) (such as currency
foreign to the emerging market country). The foreign remit-
ters 50 reside outside the emerging market country such as
50. The customers of the emerging market bank 20 may be
local customers who reside in the emerging market country
in which the emerging market bank 20 is chartered. The
international correspondent banks 30 and 40 operate in
various countries which may include the emerging market
country in which the emerging market bank 20 is chartered.
The emerging market bank 20 may maintain one or more
“nostro accounts” in international correspondent bank 30
and 40 such as “nostro account”32 and 42. As previously
described, a “nostro” account is an account of an emerging
market bank, such as emerging market bank 20, with an
international correspondent bank, such as bank 30, into
which hard currency deposits can be made, for the purpose
of managing the emerging market bank’s payment and
collection transactions with foreign parties who reside out-
side the emerging market country. A “hard currency” is the
currency of one of the major industrial nations such as the
United States of America.

[0048] In the real world, relationships with only two
international correspondent banks, such as banks 30 and 40,
would be a small number for most emerging market banks.
Large emerging market banks typically have between sev-
eral dozen to several hundred international correspondent
banking relationships.
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[0049] FIG. 2 shows a diagram of an overview of a
banking system 100 in accordance with a first embodiment
of the present invention. In the banking system 100, in
addition to the prior art “nostro” account 106, a FX-control-
protected account 114, a central flow control apparatus 116,
a lockbox account for intercreditors 119 and a lockbox
account for bondholders 118 is also shown. The initials
“FX” in “FX-control protected account™foreign exchange”.
The FX control-protected account 114 is an account owned
by an offshore trust (or other similar special purpose legal
entity) set up to legally own the remittances such as 114a,
114b, and 114¢ of which emerging market bank 104 is the
beneficiary. The area inside an ellipse 102 represents an
account or a bank that is located in the emerging market
country and/or subject to the control of the government of
the emerging market country. The emerging market bank
104 and a regular nostro account 106 are shown inside the
ellipse 102. As an example, the emerging market bank 104
may be a local bank whose physical and legal headquarters
is in the Philippines. The regular nostro account 106 may be
a bank account at international correspondent bank 112
(organized outside the emerging market country where
emerging market bank 104 resides) which is directly owned
by and in the name of the emerging market bank 104. The
international correspondent bank 112 will usually be head-
quartered in a developed country, such as the United States
of America or other member country of the “Group of 77
(also known as G7) countries grouped by the International
Monetary Fund. The area inside the ellipse 113 represents
accounts or apparatus administered by the international
correspondent bank 112 but which may be subject to gov-
ernment supervision of a country other than the emerging
market country because the international correspondent
bank 112 is based in that other country. The FX-control-
protected account 114 is shown in ellipse 113, along with the
central flow control apparatus 116 and the lockbox account
for bondholders 118. The lockbox account for bondholders
118 is usually established in the same international corre-
spondent bank 112 as where the FX-control-protected
account 114 is established; however, it is also possible for
the lockbox account for bondholders 118 to be established in
another offshore bank.

[0050] The intersecting area of ellipses 102 and 113, in
which is located the regular nostro account 106, represent
bank accounts which are administered by the international
correspondent bank 112 but which are subject to the direct
or indirect control of the government of the emerging market
country. The international correspondent bank 112 is capable
of receiving remittances from any entity who is not a
resident of the emerging market country, in an electronic or
computerized manner, or otherwise, via the inputs 1144,
114b, and 114c to the FX-control-protected account 114. The
FX-control-protected account 114 may electronically com-
municate with central flow control apparatus 116 which may
electronically communicate with lockbox account for bond-
holders 118 and also with lockbox account for intercreditors
119. The regular nostro account 106 may electronically
communicate with the central flow apparatus 116. The
regular nostro account 106 may also electronically commu-
nicate with the emerging market bank 104.

[0051] The reference in FIG. 2 to “ONSHORE” refers to
the ellipse 102 and to accounts owned by banks or bank
branches physically located in the emerging market country
and/or subject to the direct or indirect control of the gov-
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ernment of the emerging market country. The reference in
FIG. 2 to “International Correspondent” bank refers to the
contents of ellipse 113.

[0052] For an emerging market bank, such as bank 104 in
FIG. 2 to participate in the banking system 100, the emerg-
ing market bank 104 would establish a trust entity under
foreign law. The trust entity need not be formally organized
as a trust. It can be organized as another form of entity such
as a corporation, as long as it is formed for a special purpose
so that it will be protected from bankruptcy risks. However,
for convenience, the term “trust” is used to refer to this entity
although the invention should not be limited to legally
organized trusts and should work with any form of special
purpose entity commonly utilized for financial securitiza-
tions. For example, in the previous example, the emerging
market bank could establish a trust entity under the law of
the Cayman Islands. The FX-control-protected account 114
is an example of an FX account owned by such a trust entity.
The emerging market bank 104 would be the beneficiary of
the trust and an international correspondent bank, such as
bank 112 in FIG. 2, would be the depository bank where the
trust would deposit its FX assets credited by the interna-
tional correspondent bank such 112.

[0053] Through the trust, the emerging market bank 104
can beneficially, rather than directly, own the foreign cur-
rencies (foreign to the emerging market country) received
from residents of other countries The transfer of the foreign
currency receivables from the emerging market bank 104 to
the offshore trust or the FX-control-protected account 114 is
based on a true sale under the law of the emerging market
country. True sale is required so that the foreign currencies
cannot be consolidated with accounts directly owned by the
emerging market bank 104 in the event that the emerging
market bank 104 becomes insolvent and falls under the
jurisdiction of a bankruptcy proceeding.

[0054] The trust or FX-control-protected account 114 is
organized offshore (outside the jurisdiction of the govern-
ment of the emerging market country) so that the govern-
ment of the emerging market country cannot force the trust
to surrender its foreign currency assets or to violate any
contracts with third parties. Because these offshore trust
accounts are structured to be protected from controls
imposed by the government of the emerging market country
on the convertibility of its local currency into hard currency
such as U.S. dollars or the remittance of such hard currency
to outside parties, these trusts are referred to in this disclo-
sure as foreign-exchange control protected (or “FX-control-
protected”), a description that is derived from the term
“foreign-exchange control”, which means a government-
declared suspension of convertibility of local currency to
foreign currency, which may nor may not accompany a
general or selective moratorium on the servicing of foreign
debt obligations. A condition of FX control is often accom-
panied by capital control which is regulation that prevents
the transfer of onshore funds offshore to parties which
previously invested into the emerging market country. The
description of FX-control-protected should not be under-
stood to exclusively mean protection from debt moratorium.

[0055] In general, the offshore trust or FX-control-pro-
tected account 114, if validly established under a foreign
jurisdiction (i.e., offshore to the emerging market country,
i.e. in this example could mean in the United States), and the
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FX-control-protected account such as 114 owned by an
offshore trust should protect the foreign currency assets in
the account 114 from any form of FX control or capital
control imposed by the government of the emerging market
country, including but not limited to general or selective
moratorium on debt servicing by public or private entities in
the emerging market country.

[0056] Once the emerging market bank 104 has estab-
lished an offshore trust account or FX-control-protected
account 114 to beneficially own future foreign-currency
assets that it would have previously owned directly, each of
its nostro accounts, such as nostro account 106, at interna-
tional correspondent banks, such as at international bank 112
can be bifurcated into two accounts, namely the FX-control-
protected account 114 and the original nostro account 106.
In certain instances where there may be intercreditors rely-
ing on the same future flow receivables directed to the
FX-control-protected account 114, the present invention can
manage one or more accounts for intercreditors such as
“lockbox” account 119 established in international corre-
spondent bank 113. An account such as 119 can receive
funds from the FX-control-protected account 114 before any
funds in the FX-control-protected account 114 are trans-
ferred to the nostro account such as 106. In similar fashion,
the offshore trust can open a new FX-control-protected
account 114 with each of its pre-existing correspondent bank
relationships, to operate as a pair together with its regular
nostro account 106. The FX-control-protected account 114
will then be enrolled or implemented with the central flow
control apparatus 116 which can then enforce contracted
cash movements between the FX-control-protected account
114 and the bank’s regular nostro account 106 as illustrated
in FIG. 2. Through the central flow control apparatus 116,
a pair of accounts (such as account 114 and 106) can be
tightly linked so that the accounts 106 and 114 have to a
large degree the same convenience of one account for the
emerging market bank 104. The central flow control appa-
ratus 116 can also monitor and enforce the contractual cash
flows promised by the emerging market banks, such as bank
104 (acting through their offshore trusts) to non-resident
investors.

[0057] Simultaneous with the opening of the FX-control-
protected account 114, the international correspondent bank
112 signs a contract such as a notice and acknowledgement
agreement which binds the international correspondent bank
112 into depositing all future foreign currency (i.e., a cur-
rency other than that of the emerging market country)
receipts, typically those generated by the Society for World-
wide Interbank Financial Telecommunications
(“SW.IF.T”) network (an internationally standardized
high-speed telecommunications network for sending and
receiving financial messages) and classified as MT-100
transfers, which are electronic messages under the so-called
MT100 standard and which ,are sent to an emerging market
bank by a foreign bank instructing the former to on-credit an
account of a customer who resides in the emerging market
country. The international correspondent bank 112 can
readily identify the underlying transactions so that it can
automatically post these amounts to the appropriate accounts
of customers.

[0058] FIG. 2 represents the accounts with respect to a
single international correspondent bank such as 112 and a
single emerging market bank such as 104. Since in reality
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there are many relationships between international corre-
spondent banks and emerging market banks, the account
relationships portrayed in the banking system 100 can be
repeated for each such similar relationship.

[0059] The present invention in one or more embodiments
iS a passive, non-invasive system for the emerging market
banks, such as bank 104 in FIG. 2. It works without
interfering with the banks’ normal activities in the foreign
exchange market, their business processes (i.e. treasury
management and operations) or established customer and
correspondent banking relationships. The banks that partici-
pate will not be required to close their nostro accounts, such
as account 106, or to consolidate their funds in a master
account with a separate bank as in traditional financial
securitizations. Passive involvement from the emerging
market banks, and non-disturbance of their business are
accomplished by establishing a technologically enabled
legal structure between the emerging market banks and the
rest of the world.

[0060] FIG. 3 shows a diagram of a detailed embodiment
of a banking system 200 in accordance with a second
embodiment of the present invention. The banking. system
200 includes correspondent bank electronic banking systems
202, 204, and 206, interface processors 212, 214, and 216,
applications processors 222 and 226, transaction database
230, presentation processor 240, electronic private network
250, central bank processor 260, bond trustee processor 270,
rating agency processor 280 and participating emerging
market bank processor 290.

[0061] Each of the correspondent bank electronic banking
systems 202, 204, 206 may be part of an international
correspondent bank, such as bank 112 of FIG. 2. Each of the
correspondent bank electronic banking systems 202, 204,
and 206 may be electronically connected via the leased line,
publicly switched telephone network (“PSTN™) or Internet
communication links 2024, 2044, and 2064 respectively, or
by any other communication links such as wireless links to
interface processors 212, 214, and 216 respectively. Each of
correspondent bank electronic banking systems 202, 204,
and 206 may include one or more computers or computer
processors. Each of the correspondent bank electronic bank-
ing systems 202, 204, and 206 may be part of a different
correspondent bank such as for example: Citibank (TRADE-
MARKED), PNC Bank (TRADEMARKED), and the Bank
of New York (TRADEMARKED), respectively. Each of
interface processors 212, 214, and 216, each of the appli-
cations processors 222 and 226, and the presentation pro-
cessor 240 may also include one or more computers or
computer processors. The transaction database 230 may
include computer memory.

[0062] The interface processor 212 may be electronically
connected to interface processor 214 via communication
link 212a. The interface processor 214 may be electronically
connected to interface processor 216 via communication
link 2144a. The communication links 212 and 214a may be
part of a local area network (LAN) 218. The interface
processor 212 may be electronically connected to applica-
tions processor 222 via communication link 222a. The
interface processor 216 may be electronically connected to
applications processor 226 via communications link 216a.
The communication links 2224 and 216a may be part of the
local area network 218.
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[0063] The applications processor 222 may be electroni-
cally connected to the presentation processor or web server
240 via communications link 240a. The applications pro-
cessor 226 may be electronically connected to the transac-
tion database 230 by communication link 230a, and the
transaction database 230 may be electronically connected to
the presentation processor 240 by communication link 2405b.
The communication links 230a, 240a, and 240H may be part
of the local area network 218.

[0064] The presentation server 240 may be electronically
connected via a communication link 240c¢ to a private
electronic communication network 250, such as the General
Electric (TRADEMARKED) private network. The commu-
nication network 250 may include one or any combination
of communication links such as hardwired, wireless, optical,
or any other. The network 250 may be electronically con-
nected to a central bank processor 260 via a communication
link 250a, to a bond trustee processor 270 via a communi-
cation link 2505, to a rating agency processor via a com-
munication link 250c¢, and to a participating bank processor
290 via a communication link 250d. Each of the processors
260, 270, 280, and 290 may each actually contain one or
more computer processors, or one or more other type of
electronic, optical, or other known processors.

[0065] Components such as the interface processors 212,
214, and 216, the applications processor 222 and 226, the
transaction database 230, the presentation processor 240,
and the communication links which link these components
together are part of a central flow control apparatus or
system 210 as shown in FIG. 3.

[0066] The central flow control apparatus or system 210
can be thought of as being implemented in three layers. The
lowest layer, is called the “interface layer”, and may be
comprised of or can be implemented in, for example,
computer software programmed in interface processors,
such as the interface processors 212, 214, and 216 shown in
FIG. 3.

[0067] The interface layer automates cash movement
functions between accounts existing within a single corre-
spondent bank electronic banking system, such as single
correspondent bank electronic banking system 202 (which
may be part of Citibank (TRADEMARKED), for example).
The account within a single correspondent bank electronic
banking system, such as system 202, may include a FX-
control-protected account, like account 114, a regular nostro
account, like account 106, and, as will be explained later, a
“lockbox” account, like account 118, with the particular
correspondent bank (such as Citibank (TRADEMARKED)
in this example) established for the benefit of investors.
Once this Interface Layer has been built or programmed into
the interface processor 212 for banking system 202, it can
handle all the participating emerging market banks (such as
emerging market bank 104) that have nostro accounts with
any given correspondent bank or electronic banking system
of a correspondent bank (such as banking system 202 of
Citibank). FIG. 3 shows only three electronic banking
systems but there can be any number of such systems
interconnected through an interface processor, such as 202,
204 and 206, with the present invention as may be required
by the users.

Sep. 18, 2003

[0068] The next layer, can be called an “applications
layer”, and this layer is responsible for aggregating the
balances and flows for each participating emerging market
bank, such as bank 104, and its correspondent international
banks (such as international bank 112). The applications
layer may be comprised of or can be implemented by
computer software programmed into applications processor
222 and 226. The applications layer will make the funds
transfer decisions that will be applied to each account
depending on the rules specified in a FX (foreign exchange)
purchase agreement, which is an agreement between the
offshore trust and the emerging market central bank where
the emerging market central bank obtains hard currency
from the offshore trust .

[0069] Finally, the last layer will be a “presentation layer”
,which will be responsible for delivering reports and inter-
acting with the various constituencies of the securitization
program, which include participating emerging market
banks (such as bank 104), an emerging market central bank,
a bond trustee and rating agencies, which monitor the
emerging market country’s credit standing for investors. The
presentation layer may be comprised of or can be imple-
mented by computer software programmed into presentation
processor 240.

[0070] A general overview of the interface layer, the
applications layer, and the presentation layer is as follows.

[0071] (1) The Interface Layer:

[0072] Interfaces with an electronic banking system
of an international correspondent bank such as sys-
tem 202 in FIG. 3 and provides programmable
interface object (such as those available in Java, a
programming language) to the application and pre-
sentation layer;

[0073] Logs-in to international correspondent bank
system, such as system 202 using that bank’s secu-
rity protocol;

[0074] Links various accounts within a given inter-
national correspondent bank system, such as within
system 202;

[0075] Initiates Wire Transfer Money Request (Lock-
box account, such as account 118 to Bond Fiscal
Agent, which may be an account outside the corre-
spondent bank such as 112)

[0076] (2) Application Layer:

[0077] Stores all activity accessing accounts in a
relational database, such as database 230 in FIG. 3;

[0078] Routes funds available in FX-control-pro-
tected accounts, such as account 114 according to
decision criteria specified in the foreign exchange
purchase agreement between the emerging market
central bank, such as bank 308 in FIG. 4 and
offshore trusts such as trust that owns FX-control-
protected account 114 at international correspondent
bank 112 in FIG. 2; and

[0079] Flags down all exceptions that need operator
intervention.
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[0080] (3) Presentation Layer:

[0081] Reports aggregate activity applicable to any
given participating emerging market bank such as
bank 104;

[0082] Reports aggregate monthly cash flow cover-
age statistics to the emerging market central bank
such as bank 308 having a processor 260 and the
rating agencies at, for example, processor 280 in
FIG. 3; and

[0083] Reports daily and monthly status of collec-
tions for investors to for, example, bond trustee
processor 270.

[0084] The interface layer will typically support at least
three major functions. The implementation of these three
major functions should be customized for each international
correspondent bank (such as bank 112) as different interna-
tional correspondent banks use different methods for cus-
tomers such as bank 104 in FIG. 2 to electronically access
their accounts. The three major functions to be supported by
the interface layer through computer software programmed
into one or more interface processors, such as interface
processors 212, 214, and 216 of FIG. 3, are:

[0085] (1) Ability to respond to balance information
queries (concerning at least a nostro account, like
account 106 in FIG. 2 and a FX-control-protected
account, like account 114 in FIG. 2),

[0086] (2) Ability to respond to account activity
queries (again concerning at least a nostro account
and a FX-control-protected account), and

[0087] (3) Ability to transfer money from the FX-
control-protected account to other accounts on a
real-time basis (again concerning at least a nostro
account and a FX-control-protected account).

[0088] Initially, the major international correspondent
banks, such as bank 112, which handle the bulk of the
foreign currency (i.e. not the emerging market country’s
currency, U.S. dollars would be an example of a foreign
currency) cash flows of the emerging market country, will be
supported by the central flow control apparatus 210 shown
in FIG. 3. The number of correspondent bank electronic
banking systems can be increased from three (202, 204, and
206) shown in FIG. 3, to any number. Similarly the interface
processors can be increased from three to any number, the
applications processors 222 and 226 can be increased from
two (222 and 226) to any number. Eventually, the central
flow control apparatus or system 210 may have a sufficient
number of interface processors, application processors, pre-
sentation processors and other components to expand cov-
erage to all of the international correspondent banks in the
world with material standing in the international correspon-
dent banking industry. More than one transaction database,
like database 230, or more than one presentation processor
240 may also be used, or database 230 itself may be
comprised of more than one database and presentation
processor 240 itself may be comprised of more than one
Processor.

[0089] Several functions may be supported by central flow
control apparatus 210 at the higher level, called the appli-
cations layer, which may be implemented in for example,
applications processors 222 and 226 in FIG. 3. These
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functions may be implemented by accessing programmable
objects provided by the interface Layer, which manage the
FX-control-protected accounts at the various international
correspondent banks. The functions that may be supported at
the applications layer, through for example applications
processors 222 and 226 are:

[0090] (1) Aggregation of the deposit activity of all
the FX-control-protected accounts directly owned by
the respective offshore trusts established for the
emerging market banks (such as bank 104, which
may have a participating emerging market bank
processor 290 in FIG. 3) that use the central flow
control apparatus or system 210 of FIG. 3.

[0091] (2) Aggregation of the available balances of
all the FX-control-protected accounts directly owned
by the respective offshore trusts established for the
emerging market banks (such as bank 104) that use
the central flow control apparatus 210 of FIG. 3.

[0092] (3) Ascertainment of whether scheduled pay-
ments have been made by the originator (emerging
market central bank, the central bank processor 260
may be part of the emerging market central bank) of
the financial securitization.

[0093] (4) Distribution of funds from the various
FX-control-protected accounts (such as account 114)
to either the regular nostro account (such as account
106) or the investors’ lockbox account (such as
account 118), depending on whether the originator or
emerging market central bank or central bank pro-
cessor 260 has made scheduled payments into the
particular international correspondent bank elec-
tronic banking system, such as for example system
202, (or via non electronic means into the corre-
sponding international correspondent bank) and
according to an allocation formula to be specified by
contract between the originator (for example, emerg-
ing market central bank having central bank proces-
sor 260) and the participating emerging market
banks (for example, emerging market bank 104
having participating bank processor 290)

[0094] (5) Electronic reporting functions of the above
activities to the participating emerging market banks
(for example emerging market bank 104 having
participating bank processor 290) and to the rating
agencies (for example, rating agency processor 280
in FIG. 3).

[0095] (6) User identity and validation systems using
a public-key-infrastructure certification standard to
be agreed upon by the emerging market central bank,
and the participating emerging market banks, which
will support various levels of authorization to access
the central flow control apparatus or system 210.

[0096] Most of the international correspondent banks,
such as bank 112 having electronic banking system 202,
already provide back-office implementation of the function-
alities required by the Interface layer of the system 210. The
goal of the international correspondent banks in doing so is
to make cash management more convenient and efficient for
its customers. Two modes of remote access, for accessing an
electronic banking system such as system 202, are usually
supported by most of the international correspondent banks:
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asynchronous dial-up access and internet access. Dial-up
access, which usually has the larger base of corporate and
institutional users, is usually more reliable and secure than
Internet access. Dial-up access also tends to be a more
mature and fully tested system as many international corre-
spondent banks have been providing direct dial-up access to
their customers for over twenty years. Dial-up access is
usually run by a client computer software application that is
distributed by the particular international correspondent
bank to its customers (often on floppy disk or CD-ROM
media) and installed by customers on their desktop Personal
Computers.

[0097] The more recently introduced Internet access for
electronic banking is accessed by customers using web
browsers most often running the secure sockets layer pro-
tocol commonly used to protect the security of the session
information between the international correspondent bank
and its customer.

[0098] A third mode of electronic banking capability pro-
vided by most of the major international correspondent
banks are interface tools that support computer software
application-to-application interaction between the electronic
banking system, such as system 202 in FIG. 3, and enter-
prise software, such as SAP (TRADEMARKED) or
ORACLE (TRADEMARKED) computer software, which is
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running on the customer side. In this case, the interface tools
are already standardized for access by another computer
software application making it easier to integrate the elec-
tronic banking functions of that international correspondent
bank with the central flow control apparatus or system 210.
Typically, an international correspondent bank using the
third mode of electronic banking capability would only need
an adapter (whether SAP (TRADEMARKED), Oracle
(TRADEMARKED) or some other standard) to communi-
cate between the central flow control apparatus 210 and the
electronic banking host computer software which typically
runs on a mainframe computer. A newly announced stan-
dard, but which has not yet been implemented to any
significant degree at the present, are web services which in
theory could allow functions to be implemented on a cor-
respondent bank’s internal computer systems and which can
be invoked by a remote client application using a TCP/IP
connection.

[0099] Regardless of the electronic access method pro-
vided, there is an appropriate approach for integrating the
central flow control apparatus or system 210 with the target
international correspondent bank’s electronic banking sys-
tem, such as system 202 as shown by Table 1 which follows:

TABLE 1

Type of Access

Scenarios

Interface Approach Utilized

International
Correspondent-Bank
ystem 202 Supplies
Interface Tools for
Enterprise Software

Client Application

Install an adapter computer software program on the interface
processor, such as interface processor 212, compatible with
the particular enterprise software to manipulate the messages
between the Central Flow Control apparatus 210 and the
electronic banking system 202. The underlying message
standards and networks that may be utilized may be supplied
by S.W.LET. for example.

Automate the user interaction required by the client

Running on international application to programmatically generate the appropriate

Correspondent Bank
system 202 Provided
PC Software

International
correspondent bank
electronic banking
system 202 uses Web
Browser Electronic

Banking

keyboard entries and mouse clicks. The automation will
robotically (using programmed code and logic) navigate and
input information required by the host computer (being
accessed by the client application) to identify and interact with
the client application, such as user ID information, bank
account numbers to access and selection of the desired
activity from a menu of options presented and provided for by
the client application. Capture and parse the client
applications’” information output for use by the Applications
Layer.

Automate the user interaction required by the correspondent
bank’s web page to programmatically generate keyboard
entries and mouse clicks. The automation will robotically
(using programmed code and logic) navigate and input
information required by the host computer (being accessed by
the web application such as a web browser) to identify and
interact with the web page, such as user ID information, bank
account numbers to access and selection of the desired
activity from a menu of options presented and provided for by
the client application. Another approach would be to reverse
engineer the correspondent bank’s HTML programming so
that the messages expected by the correspondent bank’s
server can be programmatically generated by the Interface
Layer. Capture and parse the information output contained in
the web pages generated by the correspondent bank for use
by the Applications Layer. Web services are another

emerging standard which could be used to allow Central Flow
Control to access information on the international
correspondent bank’s system, as well as to order

transactions.
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[0100] Whichever approach is selected to integrate each
correspondent bank’s electronic banking capabilities, the
interface layer, for example interface processor 212, will
need to hide the complexity from the applications layer, for
example processor 222 by providing a standard program-
mable interface—called an interface object—Ilinking the
inter-communication between all the correspondent banks
such as correspondent bank 202 and the applications pro-
cessor, for example applications processor 222. These pro-
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protected account. These attributes include the regular nos-
tro account, such as account 106 of FIG. 2 and investor
lockbox account, such as account 118, to which the con-
trolled FX-control-protected account, such as account 114, is
associated with. The major functionalities that will be
required of the interface-object class, which may be imple-
mented in any object-oriented software programming lan-
guage such as the Java computer software programming
language, are as follows:

TABLE 2

Member Name

Public Members of the Interface-Object Class

Type Purpose

CorBankCode

CorBankName

LocalBankCode

LocalBankName

MPAcctNumber

NostroAcctNumber

BalanceQuery

ActivityQuery

TransferToLocalBank

TransferToLockBox

ConnectSuccessful

ConnectFailed

ConnectTerminate

Property ~ Code for the international correspondent bank, such as

bank 112 having system 202 to access

Name of the international correspondent bank which has

been accessed (read only)

Code for the participating emerging market bank, such as

bank 104, having processor 290 which is the beneficiary of

the offshore trust

Name of the participating emerging market bank, such as

bank 104 having processor 290 which has been accessed

(read only)

Account number of the Offshore Trust (the FX-control-

protected Account, such as account 114) at the

international correspondent bank, such as bank 112 having
system 202, being accessed

Account number of the regular nostro account, such as

account 114, for the participating emerging market bank,

such as bank 104, having processor 290 which is linked to

the FX-control-protected account, such as account 114.

Money transfers are debited to this account. (read only)

Asks for the current balance of the FX-control-protected

Account. Returns deposit balance, available balance,

currency code and system time of inquiry.

Arguments are starting date and ending date for the activity

(deposits and withdrawals) involving the EX-control-

protected Account. A data array is returned with, at least,

the following information: date, amount (positive for debits
and negative for credits), transaction number, and
description of debit or credit item.

Argument is the amount to be transferred from the FX-

Control-Protected Account to the linked nostro account of

the participating bank. A code indicating whether the

transfer was successful or not is returned.

Argument is the amount to be transferred from the FX-

Control-Protected Account to the lock box account, such as

account 118, for the investors. A code indicating whether

the transfer was successful or not is returned.

Event Fired off when the Object has successfully logged into the
system, such as system 202, for the specific international
correspondent bank

Event Fired off when the Object cannot connect to the
international correspondent bank. Argument is a code
indicating reason why connection attempt failed.

Event Fired off when a successful connection has been
terminated. Argument is a code indicating reason why
connection was terminated.

Property

Property

Property

Property

Property

Method

Method

Method

Method

grammable objects, which will have a standard set of
commands and responses, will be the tools used by the
programmers working on the applications layer. The mini-
mum set of inputs for the interface object should include a
code referring to the international correspondent bank such
as bank 112 having banking system 202, a code for the
participating emerging market bank, such as bank 104
having participating bank processor 290 and its FX-control-
protected account number. The interface object should then
encapsulate a link to all the attributes of this FX-control-

[0101] The “Event” members of the interface object,
shown in table 2, above, are needed to control the manage-
ment of many independent jobs running concurrently on the
interface processors, such as interface processors 212, 214,
and 216 of the interface layer. The speed of execution of the
interface processor, such as processor 212 will mostly
depend on the responsiveness of the correspondent bank’s
electronic banking system to which it communicates, such
as system 202, a factor which is beyond the control of the
central flow control apparatus 210.
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[0102] Design-wise, the interface objects can be imple-
mented on an interface processor, such as interface proces-
sor 212, as individual computer software applications run-
ning on a dedicated computer processor and linked to the
outside world through a leased line, the publicly switched
telephone network (“PSTN”) or the Internet (a link such as
2024), depending on the access medium required by the
particular system, such as system 202 of FIG. 3, of the
particular international correspondent bank. The computer
software programs comprising the applications layer will
typically be running on separate dedicated computers, as
applications processors 222 and 226 that are locally net-
worked with the interface processors running the interface
layer, such as interface processors 212, 214, and 216. Thus
the present invention envisions that the central flow control
apparatus 210 will really be a cluster of computers, proces-
sors or computer processors working together—some run-
ning interface layer type jobs and others running applica-
tions layer type jobs, and a few running the presentation
layer type jobs. These clusters of computers can then be
replicated in several data centers around the world, so that
a plurality of central flow control apparatus, like apparatus
210 may be provided in the system 200 of FIG. 3, to provide
redundancy and reliability for the banking system 200.

[0103] The previous discussion focused on the bank
accounts that are directly and indirectly owned by the
participating emerging market banks in the securitization
program. All the participating emerging market banks, such
as bank 104 having processor 290 shown in FIG. 3, are
actually on one side of the transaction. The other side of the
transaction is the emerging market central bank, having a
processor 260, shown in FIG. 3. An important part of the
structure of the present invention is a master FX purchase
agreement whereby the participating emerging market
banks, such as bank 104 having processor 290, acting
collectively through their offshore trusts, agree to sell for-
eign currency to the emerging market central bank, such as
the central bank having processor 260 and receive local
currency as compensation. The emerging market central
bank has the flip side of this FX purchase transaction. It
receives foreign currency (foreign to the emerging market
country, for example, United States dollars) and pays local
(emerging market country) currency to the participating
emerging market banks. At closing of the securitization, the
foreign currency, which is to be received by the emerging
market central bank, is assigned to a special purpose vehicle
(“SPV” such as SPV 310 in FIG. 4) that will issue debt
securities to the investors.

[0104] An important aspect of the transaction involves the
question of where the foreign currency will be obtained by
the offshore trusts (which are acting collectively). The
source of such foreign currency will depend on whether or
not a state of FX (“foreign exchange™) control or other form
of capital control exists which prevents foreign currency
from being transferred from the emerging market country to
an offshore account. During normal times when there is no
such obstacle originating from such emerging market coun-
try which prevents such transfer, the offshore trusts simply
delegate the emerging market central bank to buy the foreign
currency promised under the FX purchase agreement from
the local FX market operating within the emerging market
country. Usually this is a market dominated by the partici-
pating emerging market banks themselves. Since there is no
transfer restriction, the foreign currency purchased by the

Sep. 18, 2003

emerging market central bank and assigned to investors are
remitted by the seller (as ordered by the buyer, the emerging
market central bank) to an offshore funding account(s) set up
for this purpose with one or more of the international
correspondent banks covered by the system. Therefore, the
central flow control apparatus 210 will need to have elec-
tronic access to this funding account(s) set up for the central
bank processor, such as processor 260 of the emerging
market central bank, just as it has access to the FX-control-
protected accounts, such as account 114, set up for the
offshore trusts.

[0105] If there are insufficient or no funds available in the
funding account, meaning that for whatever reason the
emerging market central bank did not transfer (or cause to be
transferred) the scheduled and promised foreign currency
amount from onshore (meaning under the control of the
emerging market country) sources to the offshore (meaning
not under the control of the emerging market country)
account, then the central flow control apparatus 210 will
obtain the foreign currency due to the investor from an
offshore source. Instead of the onshore market, the promised
foreign currency is taken from the offshore trusts themselves
by distributed electronic deductions automatically per-
formed by the central flow control apparatus 210 against the
FX-control-protected accounts managed by it, such as FX-
control-protected account 114 which may be located in
system 202. The central flow control apparatus 210 may
manage this account 114 via the communication link 2024.
The methods and calculations by which deductions will be
shared among the various offshore trusts will be carefully
defined in the FX purchase agreement itself, and can be
enforced by central flow control apparatus 210.

[0106] One way to describe this particular kind of FX
purchase agreement, as compared to conventional FX pur-
chase agreements in the market, is that it has a dual-source
for foreign currency. The source under the swap will come
from either onshore or offshore sources, depending on
whether foreign currency is successfully purchased onshore
and remitted offshore by the emerging market central bank
having a processor, such as the emerging market central
bank having processor 260. FIGS. 4 and 5 give an overview
of the flow of monetary funds based on two scenarios in
accordance with embodiments of the present invention—
first, when there is no state of FX control (or capital control)
which prevents transfer of funds to foreign investors (i.e.
normal conditions where there is a liberalized foreign
exchange market) and second, when there is such a condi-
tion occurring (or any form of FX control or capital control
that prevents the same transfer to offshore investors).

[0107] FIG. 4 explains the typical flow of funds between
various parties transacting a remittance transaction and also
another party which is repaying its debt. In the normal and
deregulated FX regime scenario shown in FIG. 4, the
following occurs. A participating emerging market bank 301
(which may be the same as bank 104 having the processor
290) transfers monetary funds such as those associated with
MT 100 (an electronic message standard defined by
S.WIFET. sent by one bank to another where the former
informs the latter that funds have been credited to the latter’s
account and that the latter should credit a customer account
for the same amount of the funds ) into an offshore trust
account 302, which may be the FX-control-protected
account 114 at the international correspondent bank 112. The
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offshore trust 302 is managed by the central flow control
apparatus 304 in FIG. 4. The central flow control apparatus
304 can provide funds originating from offshore (foreign to
the emerging market country) sources such as wire transfer
301 to an onshore account 306, which may be for example
an account on the processor 290 of the emerging market
bank 104. As an example, the onshore account 306 may
provide a foreign currency, such as U.S. dollars to an
emerging market central bank 308, which may be the same
as the emerging market central bank having a processor 260
in FIG. 3. The foreign currency (U.S. dollars) may be
provided from the onshore account 306 in exchange for
anything of value located onshore such as local currency (in
this example, Pesos, in a Philippines example, the Philippine
currency) provided from the emerging market central bank
308. The emerging market central bank need not purchase
the foreign currency that it sends to SPV 310 just before it
sends it; it can use foreign currency that it purchased long
ago. The emerging market central bank may then send the
foreign currency. (U.S. dollars in this case) to the SPV 310.
The “SPV” is a special purpose vehicle organized offshore
(meaning outside the control of the emerging-market coun-
try) which is a bankruptcy-remote legal entity whose sole
purpose is to issue securities to offshore investors who will
provide the securitization financing.

[0108] When there is a condition impeding the flow of
onshore foreign currency to investors (i.e., FX control or
capital control), the central flow control apparatus 210 of
FIG. 3 takes over and automatically deducts funds for the
SPV 310. These deductions shall be taken directly from the
FX-control-protected accounts, such as account 114 of FIG.
2. Moreover, the deduction of foreign currency from the
FX-control-protected account, such as account 114 of FIG.
2, does not depend on anyone having to arrive at the legal
conclusion that a state of FX control or capital control
preventing transfer of foreign currency out of the emerging
market country has been declared by the monetary authori-
ties or government of the emerging market country. Non-
deposit of the onshore funds into the SPV funding account,
, as scheduled in the FX purchase agreement, will trigger the
“FX control scenario” as illustrated in FIG. 5 below.

[0109] FIGS. 6A, 6B and 6C show a flow chart 400 which
describes the processing decisions and steps that the parties
and the central flow control apparatus 210 should perform
on each business day. The flow chart 400 includes steps in
column 402 which typically take place offshore of the
emerging market country (meaning outside the legal juris-
diction and control of the emerging market country) and the
steps in column 430 which typically take place onshore of
the emerging market country (meaning inside the legal
jurisdiction and control of the emerging market country. The
columns 402 and 430 are separated by dashed line 401. Not
every step disclosed in flowchart 400 has to be performed
every day but at least one or some steps have to be
performed often. The flowchart 400 shown is an ideal
sequence of the methods of the present invention although
there could be other sequences used which will provide that
FX originate from an onshore source, then a test is per-
formed whether such step was actually performed, and if
not, the funds in the FX-protected account are used to
provide the FX that supposed to originate from the onshore
source.
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[0110] At step 404 a correspondent bank receives FX (or
foreign exchange) from non-resident remitters (parties who
do not reside in the emerging market country). . At step 406,
the correspondent bank generates an MT 100 instruction (as
previously defined) to the emerging market bank for credit
to the customer of the emerging market bank. At step 408,
the correspondent bank, such as bank 112 with system 202,
receives FX (such as U.S. dollars or other hard currency)
from the non-resident remitter. At step 410, the correspon-
dent bank credits the emerging market bank’s FX-control-
protected account (such as account 114 for the emerging
market bank 104, located at international bank 112).

[0111] The next step, 411, is actually a decision branch
based on whether or not there is an intercreditor agreement
in existence, as previously defined, that is relying on the
same collateral that is deposited in the FX-control-protected
account (such as 114 in FIG. 2). If there is an intercreditor
agreement in existence, then this step 411 also checks
whether the intercreditor’s rights are superior or pari passu
to the rights of the offshore investors in the FX purchase
agreement. If one or both conditions are false, then the
process moves on to step 412. However, if both conditions
are true, that is, an intercreditor agreement exists and rights
of intercreditors are superior or pari passu to those of the
offshore investors, then the process moves to the flowchart
described in FIG. 6C.

[0112] The purpose of the process in FIG. 6C is to first
determine whether there are sufficient funds already avail-
able in the lockbox for intercreditor, which is another bank
account, to meet the next payment due to the intercreditor.
This step is performed in step 440 shown in FIG. 6C. The
purpose of the intercreditor funding account is to hold funds
reserved for the next payment due to the intercreditor. Funds
that have been deposited to the intercreditor funding account
could have been deposited there by the emerging market
bank who is a party to the intercreditor agreement pursuant
to action required by that agreement. On the other hand,
previous iterations of the flowchart 400 could have also
caused funds to be deposited into the intercreditor funding
account. If there are sufficient funds in the intercreditor
funding account, the central flow control apparatus 210 will
not need to deduct anything from the FX-control-protected
account (such as 114 in FIG. 2) and processing will move
to the next step (shown as a branch to circle D in FIG. 6C.
However, if there are insufficient funds, the central flow
control apparatus 210 will perform step 442 during which it
will deduct an amount of FX (“foreign exchange™) from the
balance in the FX-control-protected account (such as 114 in
FIG. 2) as provided in the intercreditor agreement. Usually
this will be all the available funds in the FX-control-
protected account 114 up to the deficiency in the intercredi-
tor funding account, meaning the shortfall between what is
due on the next payment to the intercreditor and what is
available in that account. Depending on the provisions of the
intercreditor agreement, the deducted funds will then be
transferred to the lockbox for the intercreditor (such as 119
in FIG. 2), if one is set up at the same bank as the
FX-control-protected account (such as 114 in FIG. 2), or to
the intercreditor funding account.

[0113] Next, the central flow apparatus 210 of FIG. 3, at
step 412, determines the balance in the SPV funding
account, such as the funding account SPV 310 of FIG. 4.
This SPV funding account 310 is held in the particular
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correspondent bank, such as bank 112 within system 202. At
step 414 shown in FIG. 6B, the central flow apparatus 210
of FIG. 3 determines if there is a sufficient amount of
foreign exchange available in this funding account. The
sufficient FX amount for any period during the securitization
financing is determined by the documents, which includes
the FX purchase agreement, and typically represents the
bond coupon payments to investors plus administrative,
servicing and other fees needed to support the securitization
financing.

[0114] If there is a sufficient amount available, step 420 is
executed wherein the central flow control apparatus 210
transfers the FX balance in the emerging market bank’s
(such as bank 104 of FIG. 1 having a processor 290)
FX-control-protected account (such as account 114) which is
at the international correspondent bank, such as bank 112
having a system 202, to a regular nostro account (such as
account 106 if FIG. 1). Following step 420, step 421 is
executed, which is a determination of two questions:
whether an intercreditor agreement exists and whether such
intercreditor agreement provides that intercreditors are sub-
ordinate to the creditors under the FX purchase agreement as
far as claims on the collateral in the FX-control-protected
account (such as 114 in FIG. 2) are concerned. If the answer
to both questions is yes, then the process will enter the same
steps previously described as steps 440 and 442 in FIG. 6C.
Otherwise, the process will move to step 422 during which
any amount remaining in the FX-control-protected account
(such as 114 in FIG. 2) will be transferred by the central
flow control apparatus 210 to the regular nostro account,
such as 106, of the respective emerging market bank.

[0115] If there is not a sufficient FX amount available at
step 414 then step 418 is executed. At step 418, the central
flow control apparatus 210 deducts the required FX amount
from the emerging market bank’s (bank 104) FX-control-
protected account (per allocation formula as has been nego-
tiated and defined in the FX purchase agreement between the
various parties involved in the financing), such as account
114 in FIG. 2, in system 202 of bank 112.

[0116] Step 4194 is executed next during which the central
flow control apparatus 210 sends messages to the emerging
market central bank and to the emerging market bank from
which FX was deducted under step 418. The purpose of step
419a is to inform each of the merging market banks affected
in step 418 so each of those banks can be aware of how much
FX was deducted from their respective offshore trust (spe-
cifically from the offshore trust’s FX-control-protected
account), and so that those banks can expect how much the
emerging market central bank will compensate them for.
Next is step 4195 which is performed onshore. The emerging
market bank, which had incoming FX diverted for the
account of the emerging market central bank, is compen-
sated for this diverted FX at step 419b. The manner at which
that bank is to be compensated is normally provided as a part
of the FX purchase agreement. A popular settlement proce-
dure will be in three sub-steps as follows: At the first
sub-step, each affected emerging market bank which had FX
diverted through the deduction in step 418 will be paid in
local currency for the amount of the FX deducted. In the
second sub-step, the emerging market central bank will
cause that emerging market bank to exchange its local
currency payment for onshore FX. In the third and final
sub-step, the emerging market central bank will obtain the
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FX to be given to the emerging market bank affected in step
418 from the other banks which have not been affected under
step 418 without regard as to whether or not the bank
affected in step 418 participated in the FX purchase agree-
ment. The end purpose of these three sub-steps is to ensure
that in case FX control is declared causing FX to be diverted
away from any bank’s regular nostro account, such as 106,
participation by that bank in the FX purchase agreement will
usually be immaterial to its ultimate liquidity and FX
position after step 4195 is performed.

[0117] After step 419b is performed, the processing will
move to step 421 which has already been previously
described as the step that also follows step 410. Steps 420
(described in the paragraph below) and 419b are actually
alternate scenarios that lead into step 421. Following the
decision in step 421, steps 440 and 442 will be executed, and
will then feed to step 422.

[0118] At step 422 the central flow control apparatus 210
transfers net FX balance, if any to the emerging market
bank’s regular nostro account, such as account 106 in FIG.
2 in system 202 of bank 112. (System 202 is located offshore
with respect to emerging market country, meaning that this
system is outside the control and jurisdiction of the govern-
ment of the emerging market country).

[0119] On the other hand, if there is sufficient FX amount
available at step 414, then step 420 is executed. At step 420,
the central flow control apparatus 210 transfers the FX
balance in emerging market bank’s (such as bank 104)
FX-control-protected account (such as 114 of FIG. 2) to that
same emerging market bank’s regular nostro account such as
110 in FIG. 2 located in the same correspondent bank such
as 112 of FIG. 2. Following step 420, the process moves to
step 421 where a decision is made according to the condi-
tions previously described above. If the answers to both
conditions is yes, then the processing moves to steps 440 and
442 as previously described.

[0120] Onshore within the emerging market country in
column 430 (meaning under the legal jurisdiction of the
emerging market country), at step 431a, a decision is made
by the emerging market central bank depending on whether
there is a condition existing onshore that prevents the
emerging market central bank from transferring FX offshore,
in this example, to the SPV funding account (owned by an
SPV such as 310). If there is such a condition preventing
such transfer, no other step will be accomplished onshore
and the processing will be handled offshore as described in
step 412.

[0121] On the other hand, if there is no condition that
prevents the emerging market central bank from transferring
FX to the SPV funding account 310, the process following
step 4314 is to determine how to send this foreign exchange.
The emerging market central bank can choose the process in
step 431b, in which case it transfers FX that it already owns
(for example, held in the international reserves of the
emerging market country) or it can choose the process in
step 432, in which case the emerging market central bank
purchases FX from onshore parties willing or compelled to
sell FX to it. Following step 432, the emerging market
central bank at step 434 instructs the seller of the FX to
transfer the FX to the SPV funding account 310. Steps 4315
and 432 are not mutually exclusive choices for the emerging
market central bank. It can purchase some or all of the FX
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that it needs to send to the SPV funding account 310, which
is located offshore, using either or both steps 4315 and 432.
After the emerging market central sends FX offshore, the
method then next proceeds to step 412 and the steps, which
follow as appropriate and as previously described.

[0122] The final layer of the central flow control apparatus
210, which is the presentation layer, serves up the reporting
information required by the various constituencies of the
financing. These constituencies are the central bank via
processor 260, the bond trustee via processor 270, the rating
agencies, for example via processor 280 for one rating
agency, and all the participating emerging market banks,
such as for example via processor 290 for emerging market
participating bank 104. The presentation Layer can be
implemented by computer software programmed or used on
presentation processor or web server 240. The presentation
layer can use web technologies such as HTML, XML and
Java to dynamically present the relevant data to the con-
stituencies on their regular desktop computer using a stan-
dard web browser. However, unlike public web applications,
access to the presentation layer is restricted to the legitimate
constituencies, who are permitted to connect only through a
secure private network, such as network 250 which may be
provided by private data networks such as that of GEN-
ERAL ELECTRIC (TRADEMARKED). Access to reports
will not be available through the publicly accessible Inter-
net. Constituents may also need to validate their identity
with secure digital signatures (using public key infrastruc-
ture technology adopted by a certification authority such as
VERISIGN (TRADEMARKED) to be agreed upon by the
emerging market central bank and the participating emerg-
ing market banks) before they can login and authorize
transactions. Authorization of transactions is only applicable
for those parties linked through the central flow control
apparatus 210 who are permitted to transact. Digital signa-
tures may require a physical medium (mini CD-ROM) in the
constituent’s possession, as well as knowledge of a pass-
word, in order to login. The applications layer can require
counter digital signatures for sensitive transactions that
require several officers to authorize, such as moving money
from the SPV funding account, such as 310 in FIG. 4, to the
fiscal agent’s master account for distribution to the securi-
tization investors or from the various lockbox accounts at
the various correspondent banks to the same fiscal agent’s
account. The fiscal agent is a financial institution appointed
in the securitization financing, and which is responsible for
directing payments to each investor in the securitization
investor.

[0123] FIGS. 7, 8 and 9 illustrate the many-to-many
relationships among international correspondent banks and
emerging market banks. In each of FIGS. 7, 8 and 9 there
are horizontal rectangles in dashed lines, such as 512 in FIG.
7, each of which represent an emerging market bank, and
there are vertical rectangles in solid lines such as 112 each
of which represent international correspondent banks. Each
of the intersections of horizontal rectangles representing
emerging market banks and vertical rectangles representing
international correspondent banks are referred to in this
explanation as a cell such as represented by the square area
510 bounded by a solid line on the sides and dashed lines on
the top and bottom. In each of FIGS. 7, 8 and 9, there are
three emerging market banks and three international corre-
spondent banks so that there are nine cells such as 510 in
FIG. 7. The present invention can handle any number of
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international correspondent banks and any number of
emerging market banks so that it can handle any number of
cells such as 510. In reality, not every international corre-
spondent bank will have a relationship with every emerging
market bank handled by the present invention; therefore,
some of the cells such as 510 may actually be empty, which
means that no accounts have been established in that par-
ticular international correspondent bank with respect to that
particular emerging market bank. However all the cells such
as 510 which are shown in each of FIGS. 7, 8 or 9 have
accounts in them so as to explain the methods by which the
present invention manages the interactions with each other
by the accounts within each cell, such as 510, as well as
interactions with accounts outside the cells such as 510.

[0124] FIG. 7 shows the prior art with respect to the
many-to-many relationships between emerging market
banks and international correspondent banks wherein each
of the former maintains a nostro account such as 106 in FIG.
7 in each of the latter. FIG. 8 shows the prior art after an
emerging market bank has established a future flow securi-
tization. In the prior art, future flow securitization has been
limited to a single bank level. In the typical prior art
structure as illustrated by FIG. 8, the international corre-
spondent banks such as international correspondent banks 1,
2 and 3 of an emerging market bank, such as emerging
market bank A, agree to deposit all future flow payments that
would have been due to the emerging market bank, such as
emerging market bank A, to an FX-control-protected
account such as 114 shown in FIG. 2, established in a trustee
bank such as trustee bank 602 shown in FIG. 8. After
deposits such as 610, shown in FIG. 8, to FX-control-
protected account such as 114, accumulate enough FX funds
in that account to meet the next debt service payment to the
investors in the securitization, the international correspon-
dent banks such as international correspondent banks 1, 2
and 3, are instructed to stop sending future flow payments as
deposits to the FX-control-protected account, such as 114,
and to instead start depositing future flow payments to the
nostro accounts, such as account 106, of that emerging
market bank as shown by deposits 612a, 6125 and 612c¢.
When the next coupon period starts, the cycle begins all over
again and the international correspondent banks such as
international correspondent banks 1, 2 and 3 are instructed
to make deposits such as deposit 610 shown in FIG. 8, to
FX-control-protected account 114 at the trustee bank.

[0125] One reason why one or more embodiments of the
present invention are different from the prior art is because
the securitization program enabled by the present invention
goes beyond a single bank and can be established for two or
more emerging market banks such as emerging market
banks A, B and C in FIG. 9. Also, unlike the prior art, the
functionality of trapping offshore funds such as the function
performed by the SPV Funding Account such as account
310, are not centralized in one trustee bank as in the case of
the prior art. Under the present invention, it is possible to
establish an FX-control-protected account to trap the flows
offshore such as 114 in each cell representing a relationship
between an emerging market bank such as emerging market
bank A in FIG. 8 and an international correspondent bank
such as international correspondent bank 1 in FIG. 9. It is
also possible to establish a lockbox account for intercredi-
tors such as lockbox account (LI) 710 shown in FIG. 9, if
the emerging market bank such as emerging market bank A
has undertaken a standalone securitization program by itself
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side by side with a securitization program pooling two or
more emerging market banks such as emerging market
banks A, B and C. Using the present invention, it is possible
to establish a lockbox account for bondholders such as
lockbox account 118 shown in FIG. 9 at each of the
international correspondent banks which will be managed
within the Control Grid such as 315 in FIG. 9. It is also
possible to establish an intercreditor funding account such as
intercreditor funding accounts (IFs) 714a, 714b and 714c,
shown in FIG. 9, at a trustee bank to correspond to an
emerging market bank such as emerging market banks A, B
and C respectively, if that emerging market bank is party to
an intercreditor agreement. The present invention can trans-
fer foreign exchange (“FX”) from the FX-control-protected
account such as 114, to the lockbox account for bondholders
such as lockbox account (“LB”) 118, shown in FIG. 9,
through a path such as path 756. From there, FX in the
lockbox account for bondholders such as 118 can be trans-
ferred to an SPV funding account, such as 310, shown in
FIG. 4, through a path such as path 770. An alternative path
by which the present invention can send FX from the
FX-control-protected account, such as 114, to the SPV
funding account, such as 310, is through a path, such as
756b, and then through a path such as path 770. The present
invention can readily transfer FX from the FX-control-
protected account such as 114 to the nostro account such as
106 via path 754. If there is a lockbox for intercreditors such
as lockbox (“LI”) 710 within the cell representing the
relationship of international correspondent bank, such as
international correspondent bank 1 with an emerging market
bank such as emerging market bank A, the present invention
can transfer foreign exchange (“FX”) to the lockbox such as
lockbox 710 via a path such as the path 752. From the
lockbox, such as the lockbox 752, the present invention can
send FX to the intercreditor funding account such as 7144
via the path such as the path 762. An alternative path for FX
originating from FX-control-protected account, such as 114,
to be transferred to intercreditor funding account such as
714a is via path such as path 756b that will then proceed
through a path, such as path 760 for deposit to an inter-
creditor funding account such as intercreditor funding
account 7144 in a trustee bank. The sequence of transfers of
FX between and among accounts via the paths disclosed are
determined by the rules established for the securitization
program such as the actions and decisions in flowchart 400
shown in FIG. 6A, 6B and 6C.

[0126] Although the invention has been described by
reference to particular illustrative embodiments thereof,
many changes and modifications of the invention may
become apparent to those skilled in the art without departing
from the spirit and scope of the invention. It is therefore
intended to include within this patent all such changes and
modifications as may reasonably and properly be included
within the scope of the present invention’s contribution to
the art.

[0127] FIGS. 10, 11 and 12 together explain the differ-
ences of one or more embodiments of the present invention
from the prior art and the benefits of one or more embodi-
ments of the present invention by using diagrams which
include symbols. FIG. 10 represents the prior art, before
securitization. The international correspondent banks are
represented by faucets in the diagram such as shown by
810a, 810b and 810c. The image of a faucet is simply an
icon representing the function of international correspondent
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banks such as 8104, 8105 and 810c in generating financial
future flows such as 816 for an emerging market bank such
as 812a. In reality, each emerging market bank will probably
have several international correspondent banks, not just one
each as is shown in FIG. 10. Financial future flows are
represented in the diagram as drops such as 816. FIG. 10
shows the normal course of flows as they originate from the
international correspondent banks such as 8104, 8105 and
810c¢ and flow to the emerging market banks such as 8124,
812b and 812¢ respectively. The dashed line 814 represents
the division of onshore and offshore jurisdiction. The area
above dashed line 814 is meant to indicate offshore or
outside the jurisdiction of the emerging market country and
the area undernecath dashed line 814 indicates onshore
meaning within the jurisdiction of the emerging market
country.

[0128] FIG. 11 shows how a single bank securitization
works. Single bank securitizations were the only form of
future flow securitizations known in the prior art. The single
bank securitization is established by an emerging market
bank such as an emerging market bank 8124 establishing an
offshore trust such as that represented by 822 in FIG. 11.
The purpose of such entity is to trap the future flows such as
816 that would be received by emerging market bank such
as 812a. The trapping of future flows in an entity such as 822
permits a financing for an emerging market bank such as
812a because the future flows trapped such as 816 can be
used to collateralize a financing for the emerging market
bank such as 812a. Because the future flows are trapped
offshore, as represented by the offshore trust such as 8§22
being set up above dashed line 814, the financing which is
collateralized by future flows in offshore trust such as 8§22
can exceed the credit rating assigned to the emerging market
government. In so doing, the cost of financing could be
significantly lower than financing that is directly obtained by
an emerging market bank such as 812a.

[0129] An offshore trust, such as 824, which was set up for
an emerging market bank such as 812b, shows what can
occur when an emerging market bank such as 812b ceases
to operate. In such event, an international correspondent
bank, such as 8105, will no longer generate future flows for
emerging market bank such as 812b. Usually, no one will
send money to a bank that is out of business. Therefore,
investors in a securitization collateralized by future flows in
an offshore trust entity such as 824 will no longer have any
collateral from which to recover their investment. The
success of a single bank securitization depends very much
on the strength of the emerging market bank such as 812b,
which established the financing, to continue operating as a
going concern in the future.

[0130] FIG. 12 shows how the present invention, in one or
more embodiments, is different from the single bank secu-
ritizations in the prior art such as shown by 822 and 824 in
FIG. 11. The present invention, in one or more embodi-
ments, permits a pooling of future flows from several
emerging market banks such as 812a, 812b and 812¢ in an
offshore trust such as 830. Even in the event that one of the
emerging market banks ceases to operate in the future, as is
represented by an emerging market bank such as 8125 in
FIG. 12, the future flows such as 8184 and 818b in FIG. 12
can still be trapped by an offshore trust such as 830. Some
or all of the future flows that would have flowed to an
emerging market bank that is no longer operating such as
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812b in FIG. 12 would now be sent by the remitters such as
301 in FIG. 4 to the surviving emerging market banks such
as 812a and 812c¢ through their international correspondent
banks such as 810a and 810c. These re-routed flows are
shown in FIG. 12 as additional flows such as 818z and 818b
that are now directed to emerging market banks such as 8124
and 812¢. The present invention makes possible the pooling
of future flows from many or even all of the emerging
market banks within an emerging market country, as accom-
plished by an offshore trust such as 830. The pooled collat-
eral in an offshore trust such as 830 is thus more reliable and
secure than the collateral in a single bank securitization such
as 822 in FIG. 11 because the offshore trust such as 830 is
protected from failure of any single emerging market bank,
such as 812b.

I claim:
1. A method comprising

selecting at least one foreign exchange control protected
account owned by at least one offshore trust which
owns future flow receivables from at least two emerg-
ing market banks within the jurisdiction of a single
emerging market country.

2. The method of claim 1 further comprising

transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for at least one investor.

3. The method of claim 2 further comprising

transferring funds from at least one foreign exchange
control protected account to at least one account of the
at least two emerging market banks

4. The method of claim 3 further comprising

determining whether available funds in at least one
account established for at least one investor are suffi-
cient to pay at least one investor as promised, and if
insufficient, transferring funds from at least one foreign
exchange control protected account to at least one
account for at least one investor.

5. The method of claim 2 further comprising

transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for at least one intercreditor.

6. A method of claim 5 further comprising

determining whether available funds in at least one
account established for at least one intercreditor are
sufficient to pay at least one intercreditor as promised,

and if insufficient, transferring said available funds from
at least one of foreign exchange control protected
account to at least one account established for the at
least one intercreditor

7. A method comprising

selecting a set of foreign exchange control protected
accounts owned by at least one offshore trust which
owns future flow receivables of a first emerging market
bank;

wherein a first foreign exchange control protected account
of the set of foreign exchange control protected
accounts is in a first international correspondent bank
and a second foreign exchange control protected
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account of the set of foreign exchange control protected
accounts is in a second international correspondent
bank, and

wherein the first and second international correspondent
banks previously conducted future flow receivables of
the first emerging market bank.

8. The method of claim 7 further comprising

transferring funds from at least one of the set of foreign
exchange control protected accounts to at least one
account established for at least one investor.

9. The method of claim 8 further comprising

transferring funds from at least one of the set of foreign
exchange control protected accounts to at least one
account of the first emerging market bank

10. The method of claim 9 further comprising

determining whether available funds in at least one
account established for at least one investor are suffi-
cient to pay at least one investor as promised, and if
insufficient, transferring funds from at least one of the
set of foreign exchange control protected accounts to at
least one account for at least one investor.

11. The method of claim 2 further comprising

selling a financial instrument collateralized by rights of
the at least one investor to funds provided by the step
of transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for the at least one investor.

12. The method of claim 4 further comprising

selling a financial instrument collateralized by rights of
the at least one investor to funds provided by the step
of transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for the at least one investor.

13. The method of claim 5 further comprising

selling a financial instrument collateralized by rights of
the at least one intercreditor to funds provided by the
step of transferring funds from at least one foreign
exchange control protected account to at least one
account established for the at least one intercreditor.

14. The method of claim 6 further comprising

selling a financial instrument collateralized by the rights
of the at least one intercreditor to funds provided by the
step of transferring funds from at least one foreign
exchange control protected account to at least one
account established for the at least one intercreditor.

15. The method of claim 8 further comprising

selling a financial instrument collateralized by the rights
of the at least one investor to funds provided by the step
of transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for the at least one investor.

16. The method of claim 10 further comprising

selling a financial instrument collateralized by the rights
of the at least one investor to funds provided by the step
of transferring funds from the at least one foreign
exchange control protected account to the at least one
account established for the at least one investor.
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17. An apparatus comprising
a processor which

selects at least one foreign exchange control protected
account owned by at least one offshore trust which
owns future flow receivables from at least two
emerging market banks within the jurisdiction of a
single emerging market country; and

transfers funds from at least one foreign exchange
control protected account to at least one account
established for at least one investor
18. The apparatus of claim 17 wherein

the processor transfer funds from at least one foreign
exchange control protected account to at least one
account of at least two emerging market banks.

19. The apparatus of claim 18 wherein

the processor determines whether available funds in at
least one account established for at least one investor
are sufficient to pay at least one investor as promised,
and if insufficient, transferring funds from at least one
foreign exchange control protected account to at least
one account for at least one investor.

20. The apparatus of claim 19 wherein

the processor transfers funds from at least one foreign
exchange control protected account to at least one
account established for at least one intercreditor.

21. The apparatus of claim 20 wherein

the processor determines whether available funds in at
least one account established for at least one intercredi-
tor are sufficient to pay at least one intercreditor as
promised, and if insufficient, transferring said available
funds from at least one of foreign exchange control
protected account to at least one account established for
the at least one intercreditor.

22. The apparatus of claim 21 wherein

the processor selects a set of foreign exchange control
protected accounts owned by at least one offshore trust
which owns future flow receivables of a first emerging
market bank;

17
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wherein the set of foreign exchange control protected
accounts are in international correspondent banks that
previously conducted future flow receivables of the first
emerging market bank

and the processor transfers funds from at least one of the
set of foreign exchange control protected accounts to at
least one account established for at least one investor.

23. The apparatus of claim 22 wherein

the processor transfers funds from at least one of the set
of foreign exchange protected accounts to at least one
account of the first emerging market bank.

24. The method of claim 2 further comprising

buying a financial instrument collateralized by rights of
the at least one investor to funds provided by the step
of transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for the at least one investor.

25. The method of claim 4 further comprising

buying a financial instrument collateralized by rights of
the at least one investor to funds provided by the step
of transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for the at least one investor.

26. The method of claim 8 further comprising

buying a financial instrument collateralized by the rights
of the at least one investor to funds provided by the step
of transferring funds from at least one foreign exchange
control protected account to at least one account estab-
lished for the at least one investor

27. The method of claim 10 further comprising

buying a financial instrument collateralized by the rights
of the at least one investor to funds provided by the step
of transferring funds from the at least one foreign
exchange control protected account to the at least one
account established for the at least one investor.



