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AUTOVATI C FI NANCI AL | NSTRUVENT TRANSACTI ON SYSTEM
[ 0001] This application clains the benefit of U S

wee@wiogisssmal Application No. 61/020, 138, fil edPOENS2089/030449

2008, U.S. Provisional App. Ser. No. 61/020,374, filed

Jan. 10, 52008, U.S. App. Ser. No. 12/014,027, filed

Jan. 14, 2008, and U. S. Provisional App. Ser. No.

61/ OA%ﬁwszlcl ﬁNAmAlzl&sﬂﬁ@ﬁmﬁamAmmm@wwgrm

by reference. [0002] This application

relates to conputer trad| ng systens for financial

instr VAR | N

first H{a@g]éct }f?ﬁy n?gg{l? tcl)l%b?l{eegl? gﬁgg g}oglgl%%l%gp liéeoff No.

6020, k8, tfﬂ)edpamxa thsr ewd;u Bdﬁnﬁ)jla]fz@pip Seif NbSGl/QZO&%I‘TS,&fﬂEdmn 10,

cl earing conputer. rst transaction cl ear

8P -&rARPs S N&nl&ﬁﬁlém? drecigabh AEsE 4K - S SRIBUSIPEH App. Ser

fNJ‘@%Qﬁbl' ARHTAHTBALD 0O ERN inSdrpdriRe by Tgemet wor k

includes termnal's,” a second server and a transaction

processor. The 15termn d| ng stations for

traders of the first tygé%agéﬁp ial instrunents.

The second server is designed to clear trades of a

secont?WPyhEhip rpaligdton pteiAt © CPRBUEY ETSHRCPENS I dersidr

1§St1;alrnglgtgamred to communi cate network nmessages with the

second server to effect trades in the second type of

instrument over tine, the nmessages containing data

describi ng transactions iYWMNAR¥cond instrunent

having times and prices designed to 20create the

f unct L8R3 Inegkpeselt ingf firkigisptich ghetiveenfipr ratues gcpumeat network to
(ﬁe]rrg(éung%l ir%l}ﬂrst traasact?ion C e?a(%lng% eCt er t'II'Ille ]fII‘St gr?s%cl:t%rﬂ

Q&ﬁﬁﬁg Fonipueer @f a dopuiEetdi exéan@foamad%b ﬁﬁtﬁﬁlﬁmﬂl:ﬁ idstravglémigof a first

system for trading assets of an asset type, trades are

d¥psc Jhe Betyrtirigcipdes Gamenalst a seseist STVSF. apth URISAGHOd Prasgwpr. The

tté{rg sti?gtrgcﬁggdﬁgloﬁ§ fb?'ira spgf tpeefnlggtﬁge gfq{ﬂa}{ahln\{ 91 nt@.nThe

un y| ng a I me an

Geduno sandr iodesighed to@mar maﬂemaﬂ a deedrmaltty@ns Iilnsrrumamn ghé hmsaction

traders of the trading systemand the tradi ng system

iPFsetspr is progrpapraed tg saipupisate PﬁWPH%n?SF%B%HIt%%éFCWQ pever to
et 80T h Ble'sEGnk Wp@ oPRRUEh R Sver BnfeN@e Hﬁ?s%&és%bﬂt%nﬁ@%ﬁ@a
type for a period of time, and later the positions in
tdheribimg enahsarctgps asthe secohdinpsungane havirgrnghesrané dridra dksignet!

it int t d d 0005] |
ggerségzrdé%)&%?tiﬁ’%él e{t]%?trog @B@gﬁ fﬁf&%ﬂ?&hu on fEaat ur Ls 2

met hoghooAe AFRUING se@RRALREY theli@lenfé £RLABAGR RN, dnbe

nmet hod. Duri n? tradi ng days, assets of a type are

cPRIeter Wﬁ@s ar paderenanee of theanethed: (i &n dlectiahin graélys sstam for
'%‘radlaé Flssetg rog al% ?85(%23? ?t];raedt { ar? S,Qm ﬁg Xlin a%t?%iers o a%setts o%) gle?%ded
ROt fypQise tdde@nodthffe tomgaekeritalipe of Al undbuhg 4sh@ tARe Frdhgtime
of trading days, the traders' positions are

7 B e $SSFOBREReTt PIRT EHEragIH ErIatarship apgpmthe gadarpof the
tt{aéﬁlg gys?e%? fild chy &fdlng system itself, traders’ positions in the traded asset type are

transferred into positions in the underlying asset type for a period of time, and later the
positions in the underlying asset claims are transferred back into positions in the traded

asset type.
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[0006] In general, in a fourth aspect, the invention
features a nethod, and conputer apparatus for

w@esbosssasice of the method. As a systematic feRCT/US2009/030449

a market made by an el ectronic trading system and

conput er apparatus for performance of the 10method. A

first trade is placed with a clearing agent for

delivery at a future settlenent tine; and a second

tradel %’ééb@. geperplhid apthied @SP?CrtatB%le%ntt?P Awogdes mpthedyand computer
e I

FRERLLEr ARl Blor ARAMTIC® ik Kike B SHRR AR radea

tah@n§ iridets dr amcbdectrdie radifs @tstebetﬂvelbnuttﬂlmeclcﬁsle fo$ tradilig:ld ays,

second trades is used as a synthesized financia

PRSOAELY LH470 0 H0H A o5 HaE e T S0 AR BRSpiset in another

ke iy PRl R 1B hGHHIE B AILIAPRAS AhLiSadBY b RIARRIAR
a nenory. he menory stores repr esentations of a

pblamfacbm the ogfer pfrssu typean sheitraded dssetgypet ype of financi al
i nst Th d t first
Rl I A Ty TN

fcbﬁlﬁlﬁtelt db@ﬁa@tﬁ f(frlpeﬂélﬁia&l:e JF RS MAARNTAS ddySteMatic feature of a market
corresponding position in a second type of financi al
ingpsie by n@ﬁlﬁctroarvdm@bl)g sgiten, apd conpuIACpPaaas tor perfohangernd the
ea%hodl O%SIP {sg t?arde 1s f g r@ég %!1 gﬁ%%ﬁ% Pr ?ehve %u?ure s&t eenrlgnt
Itifget ﬁﬁm&t:oﬂdnfade apgb@ﬁd thé €1t trﬁﬂetlhplaéddrvﬁfh thy/ ﬂ%arﬁlfg agent for
financi al instrunent g‘ In general, in a
SPRASHe dalpsttat syte@niilydhg sa816 fvté%?tse lggent sy kLY TRthipgaut the
?{rstmﬁléj "f tolflirs b%%%ﬁ ﬁl%tfﬁ‘stq se%é&ﬁp%dggls QL s a synthesized
comput er - based appar at us. t er a
Zpiicededsenmemed tinme, a plurality of positions in bond
future contracts are_transferred intgo correspondin
posi t IORE ngepgilaia a fifih aRpgetrhseiauantigy atures an é‘BWaé%SdBﬁ% a
tp?oc@i&@r Qﬁrﬁqnérhgr&' r @hé:lﬁ%JS@%Iores’%ﬂr@srent@tl@rﬁ %@Q glurahty of positions in
predetermned tine that is after the first
prfesieymrqfhflnemaﬂ mmumgmc Hhobrqcbﬁ@omsguoglam@dl (m at hérdhonds
transferred back toacor e ond osi.tion in
REGREACH (P (6P FACIS PSB[IDOST N R ERncH pnsgument into a
LEMEPLIIRSRRLDN it N@chRMEPY dfAhah@AliMEEReRNarARPA @kétond
havi ng a processor and a nenory. The nenory stores
ﬂ?éﬁ}ﬁlﬁ‘@g@lﬁ? fiihe Agt léﬂftgf thy firsaprpdejerpine §ind. tofcomigrteeach position in
%I?enste{:(? t}/}%eﬁ og Elnzérﬁ: Oa ns Sr%r%g%tﬁn ! urp?ssltlo%oqu %khee 1r£pt td%];osf’ gglg’nc?al
mmmamred to: (a) after a first predeterm ned tine,
for each bond future contract, calculate a first price
of boHWEshisarraningaxth atect e iveriion Seract methed eﬁiﬂ%@s of

}Mﬁﬁ& uur€ l:(ﬁﬁ’[ra&tg &Q%#éc%ted%ng%XmEﬁ%gﬁaéQ(?%}p 51 | lAft%lr @ﬁjﬁt for

onds at t Irst price ter a second
preeideteined meae atplurelity baposit®nafnttend flvere toitsitts are transferred into
%rorergs%gr?drlrg Ipoesglogsl 1?1%bn(§s,o{n which each position corresponds to one bond future
contract. After a second predetermined time that is after the first predetermined time,
each of the positions in the bonds are transferred back into a corresponding position in a
bond future contract.

[0009] In general, in a seventh aspect, the invention features an apparatus having

a processor and a memory. The memory stores representations of a plurality of bond
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each of the buy trades and the sell trades, enter with
the cl eari nghouse, a second sell trade and a second

whegoonssae for the bonds at a second price. [0RPADPS1009/030449

general, in an eighth aspect, the invention features a
nmet hod, and conputer apparatus for performance of the
nmet hod.. Trades of bond future contracts are 10
executed on a conputer-based apparatus. After
dpipresRn st WRisCash $10GFS IRGefings 4dPiggoslign 1igyshedch
%]:)SIEI&‘? "ﬁ%?r%ée% 1513 g‘izﬂl%n&ptgd a ﬁﬂellj b %ir& g&?ét@ﬁﬁl ed t e, for.each

espectiv a respective pric or t nd i's
dehefuadra edltﬂaas@dicmme afipt pe obboridadadediod tifetoud utures contract
contract, The ition in the pbond future contract js .
APA AP PiRA cle ﬁ‘?ft%?lﬁuséoar bedpdR ATt ySehdept 195 Heibengsys the first price;
& @ﬁﬁftérvaese%ﬁ%edeéﬂﬁﬁ%ﬂnﬁ@%%{ ¥ afidr tﬁ@i@rsmgde@?ﬂnﬁlgd fne &or
second tradi ng day, being the 15soonest tradi ng day
tehat ofities tafytt@restand tifei seld trades cegbien it alye, cldagingtemed) a oécondhepll trade
positions in th onds, a re ct.ive price of the bond
&H@ éeCPIé‘ilﬁu ctfﬁdvgorg ﬁnboéla% atsﬁcépgé?ﬂ%e future contract are
det er poon€Pin g@fdalt MenRAHtH dspétt,ithe bR RirdsS method, and
transterred back into a correspondi ng position in a
[somputtApgratug &ﬁﬂ)pﬁ@manfecﬁ e mathed. abrves A dorhivagesonanels are
SREUBOER Tp0p % SR SPERLR WY ERR D TRTNR R Bl e Bl
iday,got dadnof thé p(&hﬂ)lﬂk th tb@bdiﬂdﬁﬂh&l’dbﬁﬁ‘adtd‘l éliesbeh:ﬁye Bind aR@h
to be considered |imtations on the invention as
dsPPGyive PHGE fonde Spng ivgetermpypd haghin Frsice qf B baprhfuture contract.

f

AR BLRHR 1R ho T AR ColtEc S hah oG R bWl REORT e
despedtivg bondan Apﬁnb@ﬂﬁatdhﬁatah@bergmmr@%@latdaﬁdl @dhﬂg:dam—l&mg the

DRAW NGS 25[0012] FIG 1la is a djagramof_entities
sRengsitsriEe day thatbiyaliy ﬂ%“yféft“etFﬁd”{gdbl %])r erlsofyhe pesitipns in the

@'oﬁ’(g;f 2185 cu@é Yé% o@fl‘l@ béﬁ@&rﬁ% rlas!]])e@t[{/e %HE@E@:B@QOnHrfﬁ’tqfe%ntract are
system 2 is a display froman autonmated

tde@dnined, sydsthe ;msn@c@om Hle tond is Banséereed butieintodi @pkeppndingpesition
an aut omat ed tradlng system [0016] FIG 4 is another
d?%g@gvna‘ﬁﬁwgﬁzautonated tradi ng system 30[0017]

FI'G o018 BROILBES addhitidedYnd fe@ilied Bred tprBRE RS Ve eabbMehents
system
o¥11y, and are presented only to assist in understanding the invention. It should be

understood that they are not to be considered limitations on the invention as defined by
the claims. Additional features and advantages of embodiments of the invention will

become apparent in the following description, from the drawings, and from the claims.

DESCRIPTION OF THE DRAWINGS

[0012] FIG. 1ais a diagram of entities in an automated trading system.

[0013] FIG. 1b is a diagram of flows and states in an automated trading system.
[0014] FIG. 2 is a display from an automated trading system.

[0015] FIG. 3 is another display from an automated trading system.

[0016] FIG. 4 is another display from an automated trading system.

[0017] FIG. 5 is another display from an automated trading system.
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DESCRI PTI ON [ 0018] The Description generally is
organi zed as follows. I. Overview Il. Further Details

w@r@osBe3ss nat i ves 51 LA, Tradi ng of other instrPOEOER09/030449

I1.B. Times and Conditions for Perform ng the Sleep
and Wake-Up Trades I1.C. Parties and Entities I1.D.
Bonds for the Transaction ILE. Prices for the Trades
and Variation Margi n 10IgedcriPTION Settl ement at
Contract Expiry I1.G Margin Il.H Exploiting Existing

Bi | at ;A&r s vs. Nane

G ve- @;Jﬁki'lrﬁ?eﬂggtﬁtﬂg Si gﬂgglfge?l é%%g?gl rifolio
511, 4 AcgQunting and Reporting Il1.K . Mrgin and
acilities for reducing margin requirenents I11.

B ect pames DI{aﬁghr{}QA@éﬂﬁatf%sad' ng Systems for Underlying
Financial Instrunments III.A dip Size Trades 20I11.B.
Cur vellamd Hpdiaadf Jihadesruments

ILB. Times and Conditions for Performing the Sleep and Wake-Up Trades

II.C. Parties and Entities

ILD. Bonds for the Transaction

ILE. Prices for the Trades and Variation Margin

ILFE. Final Settlement at Contract Expiry

I.G. Margin

ILH. Exploiting Existing Bilateral Collateral Agreements, Anonymous vs.
Name Give-Up Trades

ILI.  Positions Held for Portfolio
ILJ.  Accounting and Reporting

ILK. Margin and facilities for reducing margin requirements

III. Electronic Trading and Trading Systems for Underlying Financial
Instruments

IILLA. Clip Size Trades

[II.LB. Curve and Spread Trades

III.C. Order routing, exchangeability and substitutability
IV. Additional Alternatives

V. Conclusion

I. Overview

[0019] Referring to FIGS. 1a and 1b, a computer network includes computers that
perform functions on behalf of various parties in an electronic trading system. Financial
instrument transaction system 100 manages data storing customer positions 110, 112 in
and/or trading of one or more types of financial instruments (e.g., bonds, bond futures

contracts, interest rate swaps, other securities, or derivatives of any of the foregoing).
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[11.C. Order routing, exchangeability and
substitutability I'V. Additional Alternatives V.

w@emelogssson | . Overvi ew 25[ 0019] Referring to FP@GEUSHA9/030449

and 1b, a computer network includes conmputers that

perform functions on behal f of various parties in an

el ectronic trading system Financial instrunent

transaction sYst em 100 nanages data storing customer

poiseGtien systepp 1001may pesfopp drasessing aad Haseft d3Hdo sruserpsitions 110,

tpf@ ﬁg‘ld‘ﬁ{ flfspf?lg biaflmahaattg Ugrg(ghtvétédemt%émmﬁgrﬁqﬁo p@nﬁja second
futures cont I nterest rate swaps,

sgeuw finares] mstrurdﬁitl Vbd sevasl tgfe dpysiadnstnlpe bfeeroe@knnrvg)

Tr ansacti on m 100 nmay perform processin

(ERER s s b n@éretnr bt £ Ptitirzwﬂégrcflqaﬁnsthe first

ft%pf Sk idsiRGeRf Tflé DaNEkiAL 11@0%%&99&‘6%1&%14 L RioRO &inkd (SIQ;Q,S at

0, 142 in a second type of financi'al instrunent.
Ky T omonewp@etafmlp@tmm@som@nnhtwdgerr@tco pEjpledatermined events, as

G eari nghouse. c ut er nt a
SO BET O oI GH DL S F 8 o (9 Tepyfsuiogpyciens Tod i hen
IpBF b P8 Essingd R tﬁa‘iiﬁlﬂi@ b th ROcabdeApoaikioROBIOL 142N§ fifBia0 GRHiments
at various tines é ., at one or nore predeterm ned
tof fhesecong bipe bk to & aenveriedkbagk togrosidensek 1§ higddn épangiad, as
Cos%@r?@%ft%ﬁ?s??“ fied by a user, fromtine to ti me)

ransact on. system 100 may t hen perform processi ng and
trans [rjotzopmtsame 0ase 8 A ssapsi siybten 900 Ay bd dsd itdofflio Adutiverdk
instrurrents of the second type back to be converted
takfie fraan proears atGhparinghguseq P9, t%ﬁ trpditiepabelegrerfon the firstiven el

' t

Lpahea by MR el oS pEpER A AR AT rder
senwid §ys@t avkseuds dghouseffica; bindeidir adietveosuphcigl ¢asweie
for the first type of financial jnstrunent (in the

SREATESBOR H1e5e 100 PR e Berd PERBIE FHBINBBH i i F Egyputers
a[‘tr&ﬁﬁj(ﬁlral él&nﬁgﬁuge Wc@&ﬂl@ﬁ(ﬁ"\l&lﬁ@g%ug WsehRr bﬂﬁ)‘%fe{r klﬁjlpﬁfnt

bandw dth or Server capacity. In sone 15cases,
tfaibms dotsPoacsys tredrngwtqmwys Ibey wskdotto soreowitae classes of data on

g aﬂ ﬁ%ﬁlﬁgs caselgg rs at traditiona

éﬁa HPR G 88 ‘vecoe eﬁ ¢ eSeerds Bfeeus %‘“&S\?‘é‘i““{)yrls
RONMYBFon 3R P dydrd el (8 colsBlieMBeis aaﬁtﬁlﬁz,lthbﬁ?d)lnél Ble&HEhOU  d
may Wi sh not to store certain classes data on

tiepgrtirowsFmdoe ankergt Sativle fosstarggleargngglata fgelatly sype ¢dinancial
grr?srir\rlﬂrrgl%ntls ?m ft Oetex% & lé”i)?t lpreago%s %%‘%E}#ﬁ got%l%hecb nﬁs anﬁ]tﬁeeb

PEdns'’s at'e only one
cﬂue@@) d]gh@btﬁ@utea@ﬁ A& gimisec 1020y SohsEEing &ﬁ@raﬂ@l@a& rdrbuting

feasible to store clearing data for both types of
ftl‘llq»]rgﬁ\@qrg [raffic to avoid the use of traditional clearinghouse 190. In some cases,
consolidating clearing of trades for both types of instruments through one clearinghouse
102 (rather than through two, 102 and 190) may result in technical efficiencies

[0021] In some cases, transaction system 100 may permit an alternative or
additional trading venue for the first type of financial instruments to develop, and to use a
clearer other than traditional clearinghouse 190. In some cases, clearing both types of
instruments through Clearinghouse 102 may permit reductions in both network capacity

and routing equipment, as well as in margin charges paid by customers 120, 122. In

some cases, consolidating clearing of trades for both types of instruments through one
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instrunments (in the exanple of the previous paragraph,
both the bonds and the bond futures) on the conputers

w@roogiogsss nghouse 102 by converting the tradesPEmnus2009/030449

rerouting the network traffic to avoid the use of
traditional clearinghouse 190. In sone cases,
consolidating clearing of trades for both types of
i nstruments throu%h one cl eari nghouse 25102 (rat her
tcleannghRprsUgR. eiher hanbrosali o dy> gyl Penay tmphiyrelarenskias
%Hohg th%'%g%ﬁ§ and proceLsQ)pssz thla BamQtons aS€S, transaction
syst may permt an alternative or additional
tradi [P22e0neoffthd twiohgpds iof fharnciapmstofmedntsnamycieal derivative of the
instrumsnts t evel o% nd to use a clearer other

45

OH%R fPreXampico %1 IrsE Y83 f1 Bl upERS coRtie g thesiegqnd type may

Gk %@ﬁdsr@ bgtg‘ gB%ﬂﬁﬁen@Eoﬂd@ ot BtH&PgaE@mﬁll@ﬁt% g(‘)'l‘porate bond issues,

Cl eari nghouse 102 nay permt reductions in both

métmefdredapacicash BOdTer V@u@md@oe@w goieen bf arghatviedlideagonds

I, N marlnc usto 20, 122. | one .

RS B PSRl e OO SR £BEC B Sy o Esion

q)tlrpom@t thé BEHVESioh TR @B fiRR & pe . £ahé BGRANES ink® e sEdh Bpe

than through two, 102 and fgo may sinplif

r(eg athe élmelma\é@smﬂg utl@ﬁélyp)arthei @glvan@) profesesions “gang phlsep,”
("1-1 Hl%%grtl Ie(r)sli]osn ack from tlg)e se (lndg]ee St ! e flI‘Set ttpve\:lols E ? S gs “waking
I'nanci rument’s eri 've 0

@ipITe€The 1ﬁ&ft1t38dtaﬁé)lb(ﬁ1ds Edl@tefdlfththe tyqee” tm;e 13e, mnzdldfthﬁ pHcesat

contracts, and the second type may 5be bonds

(i thej‘sgingge vlepm A VBRI drades di ptejed anayrhs deteppined so that
Onrgs%g QﬁdeecBIQ(ﬂaqicél (ith osﬁ%ﬁg ﬁlrhéé’ ?&1?%31 cgﬁtrag:? %Ié%ﬁlbgé’ﬁéchm the

iunddrlyd%sbobmsnds hel d as traditional paper certificates,

in electronic book entry form etc.). For discussion

pur poses, the conversion fromthe first type (e.qg.,

tthe d&nrthet Deteils amk Altermatisescond type (e.g., the

fi nang] LSt r underl.yin eri.v e

refer fdeogg]t%er}gs goﬁLGg ? s 1366%%%& and He 1(c):nos) \Sitgr%sllogrﬁn ay

Raekinhte@md Idﬁf&ca’iﬁié}@ B&np@ta@ of e br@ofld thatact sh@halsof traders 120,

referred to as "waki ng ) Theldentlt)(1 of the bonds

dér-eatl ate prgpore ﬁléam@lh@éﬁ@ PQQF htfe AAdog thraeh capguietid 20. 122
Blltggénté}tmtﬂh& I?m&/gfashogcg)' %go%q 16' ﬁgﬁn dzﬁﬂ)qs ﬁﬁ%{&aygaelﬂ@c"tions. A

es are entere eterm ned so t
rsinglegpasnd2@ d dh omy bs ernér ihtoseyees ithdo fisr dlfﬁerblhefmﬁmdm] isguments

RN Gl RN S

ReiRE bl BdrirBufel GRidéhsang 118, a conputer fOF
transaction system 100 may coordi nate and i nterconnect

conpu{@r4] B¢ puthdonpdimos Ipomlat 11Qat sleep, bretrattfonofstem dt@ssues

120 12? and .on ar'n houses 102, éFO.
iU BonBHTIoRa Y BeptocpbAc olbehssputehip B Hepyosk. and

|u9@2@esel&d)/\xﬁﬁrre&3|ﬁf?sr tTraﬁﬁ§dt1'bh @ﬁ;ﬁani[il@). mdyldode evdtuk@PSsition by way

financial transactions. A

of a sell trade 134 to sell long futures position 110, and also enter 130 a “buy” trade of an

amount of bonds equivalent to the notional value defined by that futures position Buy

trade 130, 140 is for an amount of bonds equivalent to the notional value controlled by

futures contract position 110, at T+2 (i.e., Trade date plus two trading days) settlement,

and may be effected by a message from transaction system 100 to Clearinghouse
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20 single party 120, 122 nay be enter into several
trades for different financial instrunments with

waledobessst counterparties. As trades occur, trPRCEHESI0D080449

system 100 registers the trades as |long or short

futures positions 110, 112. [0024] To put a | ong
futures position 110 to sleep, transaction system 100
i ssues nessages, for exanple in SWFT or FI X protocol,

ComBYtRIet02c SHeatingouss GompHisT he Wig YegisigRuadesdBdida@s a lang bond
[
BB EERL R TS Aa SR b R BTN T IE by v o
lcteaggr faud. uhceﬁlxﬁnbhllcd)m@@leiﬂﬁg Caporacdrsdivieioh ef th B@pasitotyuiiist &
trade of an ampunt of bonds equival ent to t he not i onal
Jararae Gememdignigr uhstauenisef araehs 8y freickarirg 3gept (gde 1N prean
ngse' & Haflk of0e R YBHVia @1@: FRADES 1M Y %S?é?ﬁ) hoihe buy is a trade
notional value controlled by futures contract position
1d @hichthepagtief ko the {radfragobe titkathat @ichi partyweilltdehdir mty redpgesye

EPhireRRB bis S Pl Toneae bEF MG ERRHRY] MiDnaine

GapAdticN @b abks Of 40 MREY. erhud G8r ATRY2 iRl iafitBhe & MdRdad3Be bdy#Pis
as a long bond position 140, for T+2 settlenent.

©bkeatddrig Idelusf;éc:@ napd thersela2s matb@t%]@émtl@aumynta to the clearmg
%l \e/?éeé r(])()g’ Wﬁ(ei ga Fi e%lelarrl]lg:ﬁ? %S%{ltgg)eug eé]e%t &130 (RS orfearto 88 cash to
Ty geléraind €He)indu@Mme Bty bsmq ueyt Wedhd sHgnaFrt 3409 Ptvhe cl earing
agent ]g JPMorgan 5 Chase or Bank of New York via
t he FE§W Bo E‘ltéaiP%FﬁE@lté)yé@ g fgturepcontraci+l 13 (pslgep, ganpacteie

| .
S OO S RDh e b et Rt S BRPELE g MO 88 0. i
tSrWEId’é’ or 61X hEarmﬂeapnomgolagmnrteﬂéry adbwentadé 3G dfnte fuawrdy.position
3:00 PM_ two tradi ng days after the date of the trade.
A4, also g &2 Se]i}+§a‘{erf%%m£ﬁ§ﬂqnﬂ‘é‘g SHORA P4 B?/nds e W?éjrwﬁﬂé
@éa‘nﬂ?ﬁ(ﬁge SR 1Y 2for %&ue@t@h@&@ via@hd @farih§ 1 QL1 gat ed
to iver instruments, to the clearing 10 agent by
3:00 Wwelﬁgsmagact@m@stcmel@ﬂ |lssgesalge‘mrk wesshgks ¢f put dengtplosition

tr to the seller i nstruments
30 B Par b elinat hey it Ep e ey o0 T Wppatel St
RO wdnsehQ rrﬁessﬁ@@s' th eBr Hrévetiel Hhdtk 850,087 Int@ClearddoRolis@ computer
sl eep, transaction system 100 causes an opposite

dP& Sgreoraing phide heitt Rdiag goys Fei GamBle. tirz§§ itiQy sypeess HYe gvakes up”
(10 031{1on 1]§)Dln tl;re f%{ur% c%)(litgarét ttehrlng Aou ‘;[rg de 1p%1 Sfor?tﬁe futures that
15@5!1&1)1@1@ (Dhaapa_si't?on 2@ hlso sdnd g ends QigeLoveOthe &Rk MTearinghouse
anmount of bonds to be entered with C earinghouse

compiitelO2 1o onteicy Tlusl dgde O o dieibpadsfoyioas pHey K0e Rimikgly,
0 it |

PR Ron s e Rles B0 Sor P ST R g e

Shld)friideridé lfdirl thmfuﬂlﬂ:é& than rd-bxeabiistie Klgst fomdsrp@sition D1 2sdndapo

140, 142, transacti on system 1 transm sa

S st Bt s YU 92 (e ey Rifraear the Bonds
GOGRLH S£rt>21%0 AfleD e MR AR glb@équéﬁlefm @¥kd &!{cﬁg i 519 1@';%1 40, 142
For exanpl e, transaction system 100 "wakes up” |ong

phowi tteen nntm@ inteCtehenghgtsgreespetent(2adie bond texieempnguicklp ogvate

trade, 154 for the futur that re-establi ha

R ot e IS et Bt BBy E0at A8 « ¢
@1@@hl§mhwmeraq&mh 8EtwdEhE BodRiiticd 126,123 @l bridifi A8 raded.
150 of the bonds for long party 120. Similarly,

t(Magvaaen iipn subysueen AfgewmoaRisastuapoblighiien fopaseld pon Mo

by sending nessages to initiate a 25sell trade 156 for
the futures that re-establishes short futures position

112 and al so ;
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sendi ng nessages to O earinghouse conputer 102 to
enter T+1 buy trade 152 of the bonds for short party

wa2m/ogdser the T+2 and subsequent T+1 bond tr BABEESH8D030449

132, 140, 142 have been entered into C earinghouse
conputer 102, the bond trades may quickly novate into
trades that are legally contracted between each
counterparty 120, 122 and 30d eari nghouse 102, rather
IRBTICHRS B 8PSt %éhaéls%ﬁﬂr‘é?rp%\ﬁi%lli%grnﬁ@s an obliggdongfits ssHentg

t | S f

éi%f;i:\%? glgtfglg{mégﬁs:trglglg?t gﬁt grﬁ%gning% Buﬁ@r 8 del?vep E3h to the seller.
tAfeen aacitibmnslearingrpght ie kcéranag s ela’ smbihgatmahsl novhted medquire
as..an obligatlon of the seller to deliv

et fodhe Frcing daethe Geqring agrny ayumesfd Q%H%atBB%?CIkVBf to the
A8LdrVA teAk et soorf 1 §1ﬁi ht%n to ﬁfeﬁ%{’yeﬂlé’&@ﬁﬁgﬁﬁheda S &fy, "t}&
agent is inserted: the se ler's obligation is novated
tsellars gbligaion el novacq/tOtr@qmlh deh:\teeawﬁ g egertsarinpagent, the clearing
clearin on to deliver to.the
365 arindl g T BRI B8 SRt i ST i Rk T
UM Eitioh fo BX biyed Wik iREhish&l. MTHeddading ﬁ%@ﬁt $&dligRionSsurvives default
obligation is novated to require delivery of cash to
heither pbidng agent , the cl earing agent assunes an
gkeJ: : gfdo&?glr“lllegll"ﬂg:v&lfa %Pllo a(‘)tng (t)rﬁ(?ets 1%? 135 la%eeernteredrlge mornlng after the
8ktp figiek $P®Ed32, BAe scs:{x/aaﬂ kdige ag@Bbtanse @kylals Qﬁtcbﬁé]spsndiﬂg V€5
default of either party.). 10[0027] The T+1 "wake up"
boleep tiiadeses0153 of thspreyiqus dndiag day- tTHherehase-ileryinghquag campputer
0
0SBy WEARE binradte oo, 10 1501371 SrBFHALE LARULAS 1 R3AP
@teanii@agantemlm,l $onk Ipadtmilg 1diaynd STIbHIPGSflﬁWIB 11 Cirefarureygloouse are
conputer 102 jq%rnet t hose bond trades 130, 132, 150,

BYS Grafcherh -1 Tor g5t IBnERttAERAy 2% taheropfsgfo; gl under a long

Q%R:t thef%llssthoth:BgntQ@%lt} 1@%&&%@5‘5@0%&95&%99:%0@ fRfiR:, and the
In futures contracts are 15al ways matched - i.e.

ftwo tagal elna}ntlltlomgﬁccawdy erpharaofly I®0ert hauturpy mwitised 14,4 1bu;y

A e e aont AFor 0P s EREB e e P

?J@&ﬁd)n ARtk ARS nRARGES Sk, iy AR GRia@mRCEdnYacti¥8Rteth 100 need
utures position 110, 112 is effectlvely transferred

inat @u@ Cbtbwmy pb@iﬁbioedﬁ viathe ctﬁmng %etlth@ddblssdh«?rb ewy Rafifilgror no
t-h | s sar ch

AT R Br ks W tpfhen BaRERSROE] Lo ENE B Mg shflouer
qause dellvery of any bonds via the clearing agent,

and thus there may be little or no financing cost for

t he ' gqog&bmﬁg b Bblﬁtaatqull@ mer&lzmhm% leaftﬁ:ular for each of five
qn% 'Zﬁ\%grg\gyﬁleﬂ@o Lﬂ\tvg Etaég gre de I'lbé(p 9@5:8%0 E lo@g l)gtl n 110 in a first

ustrates state In an enb |msnt n pa ICU
fistrumanttaind bnd foy e shdrtpesitipf il mlnﬁh)a/\ﬂirsﬂ 1nstﬁin(6nt | Tﬂe firMme (at
states are_descr.i be e for a oSi ti

Pkt o EBT HURE TG DRarey 10 SHARa Biscions 5P tbfor &

tf@tﬁreg béritfacd fBle(fOU rﬁ@ﬁt $1-(‘)-@ @O(f pelr . Ik (R sé@hd ARE l&%()n GHAIK close
- first rowin b) l'ustrates | ong and short

pbsadingn secmr_korowllm El(ﬁ olrb) arahwmres/stcmrﬂoﬂ aaitds fiepsag§aoo, 132,
l.gts 000 pe the second tine

15t el dncesaoish F pideings BRRoroy iR ipsicon
t11@Ng aGF ihe PutEis t&@RadiGfto %61@@? o BESRYQad de3lraddB0, 184%or bonds.
136 to other conputers of the network to convert |ong

pd ghet thiseh tiga € ‘oz proreht "persivall dier B9 tlose ofitnaglingf- thidrobyindileslb),
contract into correspondi ng buy and sell trades 140,
142 for bonds.
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At the third tinme ("overnight", or well after the
close of trading - third rowin FIG |b),

w@@anssghouse conputer 102 stores | ong and shPET/US2009/030449

positions 140, 142 in bonds, subject to an agreenent
to reverse around the tine of the market open. At the
fourth tine (before the market opens - fourth rowin
FIG 1b), transaction system 100 sends nessages to

Sileainghaypeanauter il 02 stprss foae drst shoptporaQusrld@ 1R an bonds, subject to

d
BRHL07 BB SRRl P Lo
ml}naernarketfoipértsbr foonth fow iRIFGS. 1bh,)transoton :tybtem]@()em&in mgsagés to
the positions 110, 112 in the futures contract

Piber G ‘é‘&%e EFFW%% oreyeBRths gpudtns 4 the %P‘&Flﬂ?%{%‘tlght Sﬁﬁ and buy
Fafidsersence, Al thed i irRELIRRN tHe RigheJr AR ?Qn aReh PREH MG 1b)
prices of the futures contract. [0029] Because nost of
tupen de onopenmg oif glegposifiotshid 0f UL um éle dantes eattrect] th® T+1 bond trade
can be 10 bond 142 .du the .
TP R Poufd RS hE SRR 7 abiegeuseh uf Sl ahd Soenine
%@é:’grdfﬁﬁffgﬂﬁﬁﬁ cemput er 102, and thus are transferred
to C earinghouse 102 by the "sleep" trades, the
oper at@P9bbecansmmetefi thhecsyeniemshoy throfutise eaatraqts Vi), 12 can be
ta(lilgd 1nI tﬁe bovr\]ﬁire ?%(8 é%% : lprilnlegrt ea‘rsLeg% fpze(r)lb((i: %véﬁ {él(re? b'grli] trad[esa :Qrggtored
d)ﬁf(aéhhhgﬁdﬁsef ¢ompues 1Mﬁk(eihu@ﬂ€ rtraﬁmrrem@cmungaﬂoﬁ@ 102 by the
reduced as the bond O earinghouse 102 may
15168 di2elgsy BF PGP BEHTHODTYSeA00 hpklk relthVply Iiftleifkpygpre a
Hs t I Y
o Rhpy 0712 TR Bk i e ol 0 PO Tp i otaul
uin ﬂmrbsymmgetmpadmﬂoo oy alkdegeced anthe dotdsClraynghodse 162 may
f ungl bl e due to them being cleared by different
EHeAM P GRS ssme phhaisinpl e, U.S. Government bond
futures traded 20 on the Eurex U.S. futures exchange
were foj. fw;glll,%q & ohdr indthumen@Ver nrent bond futures
traded on the I cago Board of Trade (CBOT). In this
c ase, [(WR0Ehv fupureheichangss may prigyitpeestradingpf fiureneonmagtegn the
V&L I
e YRRt BogiR G IR bon 8RSl AR T SETE e
GBﬁI’éng i fié@ent clu&@meem FeindxatnpleoU fsu Guvesmen bbiidfitses traded

could put to sleep their Eurex U. S. Iong gosition Wi th
RéheFfurex YonBtwss criumes Wgiaes R gl WU Phepves]ay begs! futures

tthdgd':_’oﬁ’ tH@tHll Eg ri%ak@(gf "lf‘rﬁd%rfbhlfﬁ') n G czRQ qu eﬁtﬁg_%ﬁait R aiIGng
FI'CC agai nst their short position at the S
pogaen ingholigex Tadh€eau . 3. G3or&Somenrtgnd furels efmtreasmesl dlyodms a
r eemsgt bet ween FI CC

ol o St cn et BN oty kef OaaT HEnTERUS Gotrramen: pofotures

cBntPJcH%ul@l%ﬁ@t% slew&lefil FRKAL. Qfloﬁ?ﬁo@iuﬁn Wethiuef FIPEtheREN
cl eari nghouses may be greater or less than 75%

3GpO0)sel 102 andthhe enjexemtol 76 % mgrginrrelsdt ol theienet foord p081tion in

FAFer st P ah GRS s P PP E el P el oGl e

herd SontékGrond 4lagreement between FICC and the CBOT’s clearinghouses 102, 190

across similar futures types. In other cases, the amount of margin relief between
clearinghouses may be greater or less than 75%.
[0031] In another example (again simplified for expository purposes), positions

110, 112 in bilateral Interest Rate Swap contracts may be put to sleep as bonds 140, 142
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and | ater woken up back into Interest Rate Swap
contracts. CGenerally, an Interest Rate Swap (I RS)

W@oI08IsEs | S an agreenent between two parties POI/US2009/030449

exchange interest paynents on a periodic basis on a

gi ven principal amount. The I RS contract can sonetines

be anal ogous to a bond in its coupon cash flows, but

onI the interest on the principal 5anpunt of the IRS
ﬁ% ekefeep back g itgiest Bate Syip Gertrag. Preerd s e bitfresaRete

| I

VW? s S Rt S AR VR0 Rt ol R gh S ERAL Sk

sharmeriafic bdsa oagtrgelmhclpmahtohml MR&Swohﬂn:&t mtslomaalhles be

val ue of the contract. other party will pay a rate
SPAIPFUE FRL PR EheqpRPT %aé Qi OBt D i 8H thegprincipa
dgloBheBr E}{%QRﬁ@sréx‘éﬁdO%@d ke RasHal éﬁ%uﬁ@&%ﬂ'i{syco%m lts%mgnot

i ndi ces London Interbank 10 O fered
Rathangedh |th phty @rthalRer @geaat ailepayfthgiaotegstefestante dhtermined at

interb mar ket ca for ar of opul ar
oA e feRtear bR R e Do LG e R iRt BR b T pther
tpﬁﬂ{ pat }I)a?rllafhte‘()ﬂ e vhich € a @l EdGhe anﬁwm&maa&ﬁnn@ 100
mllion Ten Year U S. Dollar IRS contract ("from now
merlqctbcaylé &psed o negularlyipuplished ingigek (?St IeIBéTfR L1998 ﬁwbﬁétve
@&:ee! a[t? QV%YC%Q Eu%s %V%%%g (rjaéeg {)}fntulgt%s ar t e ?%rl%aﬁﬂtr)nla tcalculated for
QQhige E bogihwy‘ Ibéllg:hllﬁrk‘lntéﬂ)%ﬂpbﬁn ﬁﬁtﬂlﬂﬂbs’iﬂﬂulhﬁl&dﬁy fis notional value
count er partFy paying the 6 Month LIBOR rate as

C

@éthscantfiet Fevenippls % Lotk B ¥erob-iPellpidRS capfragt (“from
I

T R S R g R e
pizeypriziapa f dnoowat ofi STOE mallidie withese conatapartyyto HeiRS bmuglht paying
w th borrowed npney and refinanced every six nonth
P10 % PrE AN Re Lhst cREHERETY RRYNGdRY Manthd {BQEate s
rﬁ@tteHﬁlhEd/ e\JeB%ul &%ﬁtﬁ%@@fQO%ﬁmﬁ' §ﬁls Q?clﬁﬁ?e' &%%eﬁt@tyﬁicg ?yn
year fixed’interest Dollar deposit that has been
depusévestsiwmphthsimn @6}1 Yoans Ktbmxatuamsdofrﬂ@ft IR3 poedcte Vide pagnont

nths for..then another sjx nt.hs. 033] The
TR M TN BBRO Bhand bR Bt aﬂ%@hﬂl S MBS
feh@ry@ixGRshR! thiomed fHottRPsik Man@ontract to be "put to
sl eep” as a bond wth, for exanple, a bond
250 eHi0BAQAJEs " ear@@%}mté rllﬁaﬁmsm@elttym f_ésﬂ heyanalogquido p Apwyeear
%Xé:(? Hl Jréisl Pﬁ@ rrtd];}g(lsit?hatt as been ﬂeé)omg N, C#{: nﬁ%neelggr?o& tdha%d deqlnanced
@ﬁzeryeardlghtﬁmbmm a/notnet ak afoaihsl RS contracts (oft en
called "tenor"” or "ternt). For exanple, a benchmark

Ten YE¥B33] R sipdatisigs P%rseyl andRp spntgachandihond paygrentrtiows can
ahe«% %%El TRE 36 fral b@“}?ﬂt ?éili@@ P@QB ith, I RxGAL a3

traded 1 n one wee or that date +2 plus Ten
Eeayi@plicmise. &lohiit@ﬁp@dﬂteb@phally%cﬂm éargecti hnetlal 'poefolidesiTR B RSs
because the traded on different
with each other due to the structure of the market favorlng liquid trading of yearly
maturity bilateral IRS contracts (often called “tenor” or “term”). For example, a
benchmark Ten Year IRS traded today is for a maturity of T+2 plus Ten Years but a
similar benchmark Ten Year IRS traded in one week’s time is for that date +2 plus Ten

years: although both IRS are termed “Ten Year IRS,” because they are traded on different

days they have different payment dates and thus cannot immediately be offset and

10
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days they have different paynent dates and thus cannot
i mredi ately be offset and cancelled. IRS trades may

wheooslgysss as a bond via a T+2 sl eep trade w t hP@r/USA09/030449

wake up trade entered the followi ng day, to allow
large nmultiple portfolios of often disparate IRS
trades outstanding bilaterally between counterparties

to net down agai nst each ot her overni ght on account of
l58nasgeds | Bt rades BALDoYlentay abeddsa Ty @Feé’rt%‘F yithpd+1 wake up

t
R o o B M P P TR S ofcn g R
elfaﬂﬁaiutstmdmgbtlata[gllpbetwm doRBetpraide® net @ovtﬂ@am@t\eath other
of t he bond sle tr destoaCIearln hquse

%Ft HAcr gt 8 t #BSPe 198 MR Popds: % Feé%blﬁgl%o%ﬁ’faaﬂy
\@Gr‘iaﬂlt Ez’%}:)b@ﬁ@ %&vféérﬁlﬁ%‘&uﬁt@mﬁﬁe%ﬁy B@Qﬁ@taﬂ%ﬁﬂ%@ed%e to the
nmeans of the sleep and wakeup bond prices used. In
&ffetthve metlifg eintbe RSrewtes via lee oRSingar thedond plagp ttﬂ@esﬂoelpt
atg btgnd nore frequently when market novenents

HUPFEo! | ateral or nonies to be transferred from
one CcoLEARALS Yorki@ctilt§ bRphED slebfassd lbdnld wheh bﬁ}@ﬂients are due to
enbodi nents, the IRS contract may be slept at expiry
(eéfmtélitpse mr@@tSr’@atm@ram gi)thfzﬁleepraedrw@w bergpriges piggd. In another
LR f R SR FEERSAG 231 ROYTERL Bl LGBl

\mﬁfembms Rqpiiescliatsl] yr ﬂnblaelﬁd bb B&lsfelﬁzd&mm érRGountérparty to the
cancel l ed using current market values to determ ne a

Stheg e st Wathercf-‘arbeélmeatsi e [ipnganentt niyde plepit exry (often called
gr?agl&h@lrj dg l%g/etn%lt%rg ee§ ﬁeeI e BE&E@%%@?@Q: g&gf@mature expiry
o€ are IR Seeomdadt i the@lcel&ldl “RghUB’S Ench@ Wputeby a @ Riously madeyl IRS
ways. Trades may be entered as ve- Up", whereby

CABTASLY SFCaRS Ué%‘lglcé‘ire‘tt Safebvayes é‘bdeé%f“{l?eafbséngé? %nﬁlrﬁ%enatlon
é@%t bl £&4 I&n@&&ﬁ‘ﬁfer@ﬂ? td Jﬂgﬁthé%%rénlﬂﬁﬁrélyteﬁ@%%révﬁ)us agreed

ear i nghouse conputer 102 directly. Thé operator o
tcpsaflows)t i on system 100 (or another entity) may al so

beco nte e buy and | trades
et s befisere Rt hobpu ot T ot S5
@RS Bl bOBnSYS hsemal&og&é)t}p ARALRBY tHRMuldrihd bk @MhEdleep

the trades into C earinghouse conputer 102 w thout the

duatl¢ @ry naié@ lg@quto lsedinitian gndbemseard ﬂ@rrttsﬁd@sao éilgaaghouse computer
Per f rmn

éﬁ& dlI‘eC%H BeraTr O r%‘n ac%on sysgem }(8)3%%11’10?1161‘ entit mag a O become

eep a
|1ﬁ1t1ﬂ&ysu1ba—pm}e¢i)elﬁeahiyanﬂ @d’ll trddaN&AGE hOptingipal. antu];@@d;o the

i ssue network nmessages to put positions 110, 112 to
SPRIBIOT PlsraisIcyien §ySieAT Fpreaorhpr e Al eniehidA trades o 130,

e AT i A S

tuad@isacti on system 100 nmay store futures positions
100, 112 (e.g. futures trades) during the tradi ng day.

A h?lfndﬂ%fles talhlg Ctong %Imqg foclj' al‘)éi'fo}nqslg the Sleep and Wake-Up Trades
[0036] In some cases, it may be preferable for transaction system 100 to issue
network messages to put positions 110, 112 to sleep relatively infrequently, because each
trade 130, 132, 150, 152 entered with Clearinghouse computer 102 incurs transaction
fees. Thus, during the day, transaction system 100 may store futures positions 100, 112

(e.g. futures trades) during the trading day. At the end of the trading day, the

11
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counterparties' net trading positions can be
cal cul ated, and only the net position put to sleep

wQa3@9/088B28 as bond trades 140, 142 with O eari nBEIDUSI09/030449

conputer 102. The counterparty default risk may lie
with the operator of transacti on system 100 for any
positions 110, 112 not yet "slept" or effectively
rolled to O earinghouse conmputer 102. 5 [0037] In
Sevrerpgles nefadipgpoyidonscar by apui vl st AnbNHE PetResion B‘Hs%o
Lo 1301454 8 sRhE RRIGHY, 10K e Bh bbhus Aol ARF 36

the futures position, ‘or at an agreed ti to al w
tchentapatyadedaultafsk hrag hig & thi thmop&yMr@mrﬁ_ﬁ@ctton s;mmz 100 for any

praonptly tr nsfer“ ount er part fault risk t
@ngg Sr%ﬂ odseot Por or QCtléYﬁé’ rafgdde tql‘?i‘é‘%hoﬁ%ﬁﬁoﬁé’e@if v
mar k- E‘rg)‘sﬁ]ﬁfn‘%%le [stelt %Q%%&Qra&@%o 19&%&@60@1%5& £%, 100 sleep
112. i nherent part of the service of O earinghouse
¥R quscktymfOhohaconnf the fiatntey pokefaaubitat pi gdeedshtingpiioakby the
novating bilateral trades between coupterparties 120,.
359 oh it Blsen LS o R AR PR FBRngS S5 i vo
aNéhriehRAkd QRS 0L A7, efori QW lfawryceﬁv@ Rk - BESEH&Ses between
fromtransaction system 100 to Cl earinghouse conputer
tHgxountapprtige 1 1th¢ 1 0] Ammberghiagy of %ﬁwtce of @lyaringhowrg|1Q2 is to
hf)% oggtlegphr%%e&%uﬁt I‘IS%R_(S &t {cﬁg/faﬁagt %tgrragté%de? b%{x]/eee r‘E:%grtl)tel)f)artles
abb aob ine kiydds bagwséethe usurﬁerﬂa&ﬁessﬂgo,t 1Q2Tahd3Clbaﬁ1ﬁghotM&QQE, S0
verﬁ reason for existence is to hold such risk. In the
by senihine messraes fromarangicaen HRgMCGfut epringhgusegomputer 102,
dﬁ%ﬁ%agrsn ﬁ&l@@éﬁﬁ?ﬂé}l@ér?g% qung)ll& %lg Bgsb%ér?lg B?' ﬂ&alt% etltages 140 stored in
alhet Iﬁema'gzlof/ élleaﬁwﬁﬁs]e cbﬁhpﬂtﬂﬂl()?ﬁﬂz&xd& deGlabkertb nfftroiviele trhFer this
for the underlying instrunment (in the exanple

t he
Bisk &’st}le R Wliloéﬁ UFTY EeappLier prErIce & e hpldepeh risk. In the event that
(QABhALRAAI &phfr 16RLERAva R, 2 NTBERE Posteiont 1@ 12 to
margin to cover the risk of a newy opened posi tion,
dHchrioghopag ¢aanpuem 16Gmgy an mmpelsteath@bh@tlvesec urities to

cover rk-to- ket

et SR T el A a6 b e B e s S Goghe
Rk dihgate Bdndk Wil réduadtHanGbe U%ﬁ&g(c@ﬁntaﬁﬁlﬂég to t@&esﬁ P&t
custoner. Because the counterparties for transaction
SNasgip (NILEDMES]N to tcwﬂr dhelrisyy 0&11 nevel ypmd eotiaa ey lyeniaion
GUSE in n%'iners@rq(go ns g & €S otc% e mar& oeg]gr%gt (];rq(l;ss %‘PQ dre iousl
é%ap I ons Wltﬁuaearln‘é ouse 8% 1?1e previousty

Gba&ﬂ |pagh@1) sethCleG@ehutké NP @ Mdtiged gk t6 € ldafihgHBasedion of aéfault
al so accommpdat e bond trades forwarded by transaction

Sy shecvriemor Ricewe fie cRBePREPSior Fasjctonsyiien epwgeypicly
gggﬁg%%ee@ea hORE gﬁs@onﬁ qcc%gntga&%arg&h 8 tr¥ond

counterparty rmy uce newtra es in
fposiasrsivath ¢1|az&tnghcmsem&2 ﬂret(ée;&nhgmmSas nmunhttngaﬁd peltcies déer margin

trades bein due to these new bond sitions
fie i‘lﬁ%zfcalawﬁd%tﬁa?ndéﬁés%fﬁfw OGBS Bt hos

RAgt el 8e a{ahgéiq}{ s&k 8dsbdWe Alartd R84iEAGD @1&%&(1]959{?33%9 for a
102. Additionally, the margin positions h by the

cbhedgrpartyf may ltmndhcp(l) by hévotrades anfimhtiehngg@ments entered as a result of

futures trades being “slept,” due to these new bond positions netting down that
counterparty’s opposing bond positions already existing at Clearinghouse computer 102.

Additionally, the margin positions held by the clearer for bond positions can often be
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of fset against margin requirenents for the sane
custoner's futures positions at other futures

wex@hasgss, reducing margin costs for the custPOEUS2009/030449

[0039] Transaction system 100 may fromtinme to tine
make "intraday margi n" requirenents, typically at

noon, to account for sudden market volatility and to
call ect and Spay margin to effectively mark

OBPIAEH P RIS THIBETRGIGIST e SR REIONCRE FUkeay/PIsHioRBt other
(rh3fes Wk e ?rxe&lﬁﬁ% D GRLod Ot 60 hghifLr ed to as a
margin c nd recelve margin to and from
count eropay Tnaﬁ@cmiumyﬁtgmaoo naglifrog tdaeytottingt mh@S‘usﬂacha/yrmargm
si gni fi cant g@r ket nmovenent). " n calls

SFRULERERYS: HYpPi \ﬂb‘?%nnt@§‘§°£¢}%tsf°%%’ﬁflenfIP%H??ttVPE‘HE%(é‘P%( %Coue“ and

?X ﬁﬁ ﬁLQQﬂ‘é&n@ﬁfrrhérﬁ %oun&érﬁéﬂy“@po@fﬁ@% ShaPket %@padél}ztgther than
ansact ion system 100 may put futures positions

2OAtKor thdthPeht (ofeh edprddrio padayargmahllT togay hedmetaveoagin to and

ositions 140, 142 store he, menor vy . of

%Oérh?‘ﬁuﬂﬁ%ﬂéfé dudigsuradmesys ﬂ}abflaﬁlsP%W ilﬁf}éﬁ%aﬁ&‘in&'il‘Strm%‘fement)

tVARSREA1ISOMa$ B ERPHY nbyvdik ABShEK &R WahAFRSCtiYn system 100 to

default risk to C earinghouse 102 and to pay and

pakties \readipg cRmpeenyd 2& d 22 mbraheastigretygien 0 sy put futures positions

ci??l n],t,‘l? tcp %tgl 1$t§a % Cll(l)Jllhng rhgﬁ]lht? Ea%ncgp%(s:{gg)}ﬁsr Se?HQeslg%% 1anhe melPory

(o€ Cldaggho0si (i)hl‘peteDIOQI’tS gRéW R )opéatod Bl @diRALbn §yRekn 100 to transfer

15mrrors the amount of a traditional intraday margin
capepty degi sk &xSleprnghpysg d@> mrgio egernddeca yererrk-at-grgket
r t c
B R e e R L R
tnteg réqiivel a@hﬂl&ﬂtlﬁ@hmmﬁ@und (Biter pdativieioe segarick) bnin 4dm@mit that

[ 0040] Network nessages 130, 132, 150, 152 sent to
Stifragithe %Oung?feaet&dlt@ﬁa igday areihoally nque gy thg grade may even

hE %&E&ﬁt@ﬂ/ ek Rd & Gakl ]ﬂ&hﬁ’éﬂ BEnFLEP HltaFg'in éa@l%n(m?éé but via trades
desi gnat e “'mar ket operator 100 as a principal to the

tisades, 156r 1 77eptedels nignilzt wond@idesngloper at or 100 as agent
for the trade counterparti es 120, 122, to register

trade ouse conputer 102 on behal f of
t he ciluﬁft ef?fg"re 'g'f %841] In sone cases, the
book k gIpONgetwandnpaidel mﬂ am ysm hez odlt t@ﬁfebane tQeepNiuel

t he 25"wakeup" trades, | odged in
bé‘(ﬁWH pfre%ﬁ PENGE Egisracd ‘éﬂth Elﬁ’ﬁ‘b‘é%l@usé ﬁf)m?lye& HamaygledipRass

ratBlef(fo% ?‘gﬂgmfgﬁ kS thb ﬁ%ges ﬁ%cf‘ UR& gﬂ%éeﬁa&gg d&)@étdr §00 as

tcy reno m ot her entltles
tagemi c&s thet trdde beungarpatiesd 28R, uofregmitérerad&rwmlt Cbsr,lnghmme

et erator 100, goes bankrupt or
GPWB @%&E’F%ﬁo‘&h‘e‘ioﬁmﬁm’@‘rﬁ ‘cases, in the event of a
def au t604@]‘ InTBfK eﬁseQ %@Bﬂfeeﬂig? sanll B@m&ﬁ BE BB dali&iSto enter the
woul d wake up with the equivalent bond 30 position

prelkduptighdes nmydfzeéddgeé irG} erkiuptsh oermete spasplip@poseEatity that

rec%}vesa eeso or per?ormlngt%fl %asg.oﬁtlec}a{ls%r%his entity is bankruptcy-remote from

other entities, the wakeup trades will be entered even if other entities, for example market
operator 100, goes bankrupt or otherwise defaults. In other cases, in the event of a default
of market operator 100, the counterparties would wake up with the equivalent bond

position previously novated to Clearinghouse computer 102 instead of the futures position

from the close of the previous day. In some cases, a master contract between the
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fromthe close of the previous day. In sone cases, a
mast er contract between the counterparties may

W@ a009iogwsgli ssol uti on of market operator 100, SPCT/O§1009/030449

the obligations to performthe "wakeup” trades

survives. |1.D. Bonds for the Transaction [0042] In

sone cases, the bonds identified by the parties for

use in the "sleep" and 5"wakeup" transactions 130,

FIgnterpaies maysugyiee deniior phmankehaperion P e 81t Ge opiggtons to

V, f a basis point change in

e{)ﬁ? gg%g?]d?adg%%l?glg%ondl ng to the effective

duration or DVOl1 of the futures contract, or

cor r esppndBoglistfor thed'rdosaetioron or DVO1 of bonds t hat

ncepl ML BP FRRS et R e BE YR e o Pisin the “stcp” and
CQAkduRC tratbet®AN1 302¢82, @3MI15Y areWohdd tRathB@: SRR&ichios BMVOPDollar
of the bond contract. An 10 exanple of such a futures

Msterip ericaf 2 basibBoipiothange in viellof e band) serresparding tadlseftsative
t t f

oPRaehLea00 BORL ARl RS & SRRt o B R DBFAED
foohdirtes fADWIAeHe batkeexfiHony issiwids &ﬁht preiacepatlie lﬂ&tfﬂﬁmleslvé@ finto

del ivery of various different bonds in the basket.
(Y R IcaptFact %tﬁ@nt‘%%‘?’@trb’o‘ﬁ“h%fheép?%fi‘?é“‘i’%"fttw‘eb%|C@1Pff3éE:I An

LY &HAY G TR o 'hit%r)és &fnn@ct%ﬁﬂi b totd hltlfn{ag%tra&)v%]tr ld8d &h the

property of a hat expresses the 1b5price
f(lhuragcm Bbard of T(Sfada((EBiDiE) tha|dafinevaebasket af aistivgieble honds that may be

terest rate (DVO1l tends to be higher for
ﬂ é rg‘]i‘ﬁ {R]H’&esrﬁoﬁtﬁaﬁ at eFRIHG VI PRS2 LGRS E)Bﬂgéwﬁy OFP{é“"“S
Id@?e?éﬂt beﬁﬂ DR BeskEBYA RBed NGeiMMEL “dulAidh tof arbotnh@s halvbicRSd
contract's delivery basket, or bonds that wel

apprginatatity of héorbf}‘maslt ficats, DY OV |lsea/\1erdpdn§y aofrabRed that expresses the

coun r che est-to-

FRERDEER0D BETRAR AR AR TP IRl srl slilpvor enas o
ibS BiLbBST 0P n2dr $@mb@d G di’o@ﬂonsf&ea thcbhabokdRg BMH@EEed bonds
duration is at or near the desired duration. The bonds

Ry bigéhe aept tigjed gn the fl{tvre%@rmtragﬁ’sidggwéﬁdb%bﬁcﬂrhamﬂé thas riced)
%B%ro%rrfalte tH,? F{nldrlhat( 19\{7‘ gﬁrﬁagir{(%tlg %g%rﬁgsl'ﬁ%ge ?Eeﬁ)est t? -deliver

tera
0 Ughskaf 4t @ituren coit@ctpike t MblipR@Bdnd a6, meimnd cf)mblned S0
gener al collateral is not issue specific). %004

In
Ritihedygrage duationdt ¥ iwppeat fig degired dﬁﬁf}ma eBiechoagsempis “on the
C(ke%&tga&qe& Qent?ﬁna%ﬁkaeﬁ{ﬁ%r %ffta{ " [dMeP 1 u%h ﬁ&i%s)%d

eup t nsactions. In a typl C exer Cl se O
0‘g¢nem11 colbuesd10 (recuritiz Othatl:2@nerhyghtiesugn after ih thesmdrket by borrowers;

overnj ght a bond hel/she. al ready holds [ong in his/her
S OBHHB b SR RSB S oRBORel 109, o buy
over ni@ht) & sBRBdaskd a\@ﬁét&lﬂelhﬁb she gl dé§g1@ate°’tlﬂe blecise bond to be

position at O eari nghouse conputer 102. This permts
tbh@hlt wosoprbigic thoslsept a@d wakevptitagshcudrs. dyaiypstl exacshe of theroption,

of canput |
stee e PR3 By BN e STeBaM R be sty ol one i
%E?sﬁfér account at Clearinghouse computer 102, or buy overnight a bond in which he/she
holds a short position at Clearinghouse computer 102. This permits the two positions to
be netted off against each other for purposes of computing margin required by

Clearinghouse 102 while sleep trades 140, 142 are open.
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[0044] In nost cases, the bonds that are identified in
"wakeup" transaction 150, 152 for each counterparty

wowdb/okmssexact |y the same bonds as the bonds tPel/Us2089/030449

identified in "sleep" transaction 130, 132, so that

the two trades exactly offset each other and neither
requi res delivery. In sone cases, "sleep" trade 130,

132 and "wakeup" trade 150, 5152 nmmy be for different
bonds [00I knteesecassy thepardsthns arsdfiensficdm prakeyy tiapsagtion 150,
GeAES A6k, é@ﬂuﬁtﬁ?ﬁrt} &H?&J éﬁ%ﬂ Bl fafneMofiad RYEBRARY thhd 2Ma@ftied
bond to another "and a subsequent anmendnent 1s agree
fiorsldepe trivak@iop 180,dd2, so Tut sheawe nddes rkacq pifha ke-htdder fuat m
of ., a swap trade of one bond for another, ILE. Priges
FBiher Frau: hflecTunly SRFieReT oNeNEgRR | Lof boRrg] akeob trade 150,
5052 6E kRRIRYSE 65101 AR dBY ef8had tHe Yo ldef SidnsSRirdrfiabon@fk l¥shes
"mark to market" price novenent Profits and Losses
(t&diyst etrift\nasrineenioonfromroge homalrte an@lwgnd z edsdnpemmarsdodnt is
transaction pricing,..differences bet n the bu d
SRR B Qe Sy e RgTR 3 S o] 8Vt kSR or one
bodAd fol Bkothdr0046] I n sone cases, the price for "sleep”
T+2 bond trade 130, 132 will be at the 15prevailing

mar ket closing price for the bond, with an adjustnent
(posi IkK.e Bricesdorthe Jeades and Yasiatippdageint i on of P&L f or
fut ur gR4pf TSR RYRELS 08 hAG S dré@Bdo (1t QARR, kR GMRer
tradeﬁtﬁ)ha casjgggaél gﬁP&Logecgg%Ft??grr]. et F‘%OMT I'n o
poremoasesf Plofies apd Loged & wak euprtivn adezinl & recdfiizzedfby tnieans

bond may be based on the opepi price of the futur

é’g Hf“?sé@%(’,n PP&‘Pﬁ’éilg‘frﬁ%Fﬁs erﬁ‘ée%ﬁg‘h?‘%’ ng P?lﬁ%ﬂ%f ° ?Félesziﬁ%bgf?d 134,
i1t&elsh. 158his, yekeup price may be set to reflect the
overni ght price novenent of the futures contract -

whi ch[Q¥6] In some narss, theawiss forlhdesperif2doud waded 30 h2 prill beat the
nmovenent qgf the bonds the | ves: keu ond price =
STSE b b Paes S pan O e han BRENARED 5 e o
Ru@B trecSgfitid s R IR k@tire € hid&endene ) sid&] OHE] sidep oS RARUp

cases, the price for the "wakeup" trade nmay be at a
tifade datqapsed ajfgelkiseogpitiode or at a price cal cul ated from

the f W7 Ef <8 E%gs% ARG L o R & t%a%e‘i%l 352 bEHE ggﬂdtrh "be
i
of P&L for overnight futures contract price novenment.
fbase d @x algdpening pric Jf el @ges @bmfdct) Gatipdt itte@ theSopdAi8Ypifia of the
100 | ots of $100,000 contract size and the sleep bond
&gt estfedpiserakeny price gy bedetar reflod isugvpryshh P iaosmeRt of the
¢ tuﬁgc IQCtO—O\thQIQWhpﬁ{ mgﬁlc%%é, bEIQ/ %Q)S@@Jktﬁéj i &/%mgflt of the
the bond trade needed to equat eg?é&L I ncur Ere(%r#r om a
footdsrtesnselyeni ng price the next day of 108.5% [futures
contract P&L = ( 1015(3. 5 - 1(981)1 % X 10% X, $100, 000 =
wakeup bond price = sleep bond price +
(futures market open price — last night’s futures market close price)

[0048] In some cases, the price for the “wakeup” trade may be at a the current
market price or at a price calculated from the futures market opening price to cause
recognition of P&L for overnight futures contract price movement. For example, if a
futures closing price is 108% for 100 lots of $100,000 contract size and the sleep bond
equivalent trade is priced at 109.5% for a bond size of $9,500,000 nominal value; the
wakeup price of the bond trade needed to equate P&L incurred from a futures opening

price the next day of 108.5% [futures contract P&L = (108.5 -108)% x 100 x $100,000 =
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$50, 000] woul d be 109. 5% + $50, 000/ $9, 500, 000 =
110. 002631% The wakeup futures price may then be the

wop@niosgspri ce of 108.50% as the P& has been PCT/US2009/030449

pai d/ recei ved between the | ong and short
counterparties fromthe bond sl eep and wakeup trades.
The wakeup bond trade price nmay thus be adjusted, or
intra- day ut -t hrough trades (sanme da

5 buy and
seP LY evou '%?d]@§)507‘wh SH0E P R0 =t1é0-pé%§éé%i %1@: yojeup futures
Yo Biay Wb b6 e RpLffE SRV ST S0k hAAnt PRI ML ken paidieceived
Gbatwesn the norgaing sias@sntetpheicefromehd hohd slesp poisydkeqnsadas. 8he

cl osed 134, 136, and r ned 154, 156, dai

%&‘tﬂ road trade myiFe Sy s et’ﬂ‘ﬁ‘éStEﬂ OF Wrggday P‘&d’é@uglh“%%ﬁf GF%% day
ey hid s‘%ﬂ@ac%%desg-l%gy bd BfterPd k& ﬁac@%mzesfi@& dagfiétfﬁ'tﬁf%§ price
trades 134, may be set at t daily settl enent

prdvemertpria llm Hmmd Cleatingwusomd/@ce sﬁfecameuatlraedayf ogrgareglls.

P& of th ' fl uct h
TSt OBy o RS RS G0 13 Tad AT B0ET 134 5.
GIIN PAC maRicbNeclAbS set@Rdhe Pried $eFad&As BSuref PositioRs 134, 136.
contracts with different expiry dates may be roll ed

iTihe priechef “slaere fiored radas dPédde dhag &k esidhithe dphegtilementarigs for
the f%{ures CPXt{ ?s ecgusfe%tfgrd an\é/II%LL gﬁhe d D\é(r%lcg ﬁ%gtﬁe&%?}gigfo%cases

over or each c¢contrac

alliﬁ'hbﬁiﬁs @:fnshﬁd’dﬁﬁayhﬁtug htiuaneh wat te 1idbhes doddradrRypibedatd)@nd in
notional anmount of the contract, or an anount of bonds
©ieE easet ByURE ¢ tractpvoh dxﬁ%reghﬂpﬁg da%maﬁékzeawﬁ%mﬂyth@ prinae

KO RO MR LLBISACLEL, armu by

bonds transacte
khﬁﬁmmhel@mnnguﬁhmnﬁmahMDMmﬁmnnwmmlnterest rate
movenent in the bonds wll equal the price fluctuation

for tH® %]ar%leﬁﬁioéiné)étl’o‘%détb@u%%e%%ﬂﬂ13[‘00}3%1}%@ febeipional

TRRuAK theMBRERIE Br af £AEINRS ! MulRL VRYa PEOH WIRDEAYES
and store data in its nmenory to reinstate futures

pozhple bnthislfoOnula:12, by buying 154 a future for the

| ong party, selli &“156 a fgture fqr he shor% arty.
Vessages t ind aiflecs hndeted| 2 bousl ot holth SRhged Y
be sent, to tr&NdderiBBEds 25at alylil d¥ beBfust ed to

6 &at &€ ph&eﬂLPc&Latl@IpfoQ\i@ {odr&R fardPinb feneht MGRLRNL ORI &%ﬂalttﬁkepnce
futures position. Messages 130, 132, 150, 152 sen

tfluaimstaant foothe st igteresOBteteovemanFarthe Howes %yle@remrgmatt@dmg
art| €50 2 other than t he QRer at ar of transacti Mely
% OT tate

Pﬁé{r%st gorsr,}tions

send rrressatges M AR5 A i Mepmory (¥ ST
O reduce transac n 1ees.
Fﬂm a1I12 ngulyﬁlgem adflutukeOfdt thaedngfpsAy Isylling 156 a future for the short
party. Messages to effect “wakeup” bond trades 150, 152 may be sent, to transact bonds
at a price adjusted to realize the P&L on overnight price fluctuations on the futures
position. Messages 130, 132, 150, 152 sent by transaction system 100 to transact bonds

may designate parties other than the operator of transaction system 100 as principal, to

reduce transaction fees.

ILF. Final Settlement at Contract Expiry
[0050] In some cases, a futures contract traded on transaction system 100 may be

defined to require delivery of a particular bond or a choice from a basket of bonds at
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30[ 0050] In sone cases, a futures contract traded on
transaction system 100 nay be defined to require

waledowwessys of a particul ar bond or a choice froPCHUS2009/030449

basket of bonds at contract expiry, analogous to a
Chi cago Mercantil e Exchange (CME) futures contract for
treasury bonds. In other cases, the contracts traded
on transaction system 100 may spec:lfy cash settl enent,

(CANEISE SR OAICEP 9P £ (Bisagralieiarille Brannas (hiyHD dgures contract for
c [
AL EhIECTAIRY Bl BoRin AR daled B bR ioh RRE LR
wpdcfe thshantylementyialwhikel douaepaioies payeheé reesice chouias dirdcyly ng
flnanC|aI instrunents or bonds. In still other cases,
GRCOEKPS foyAn X BBy sy ¢t e S SORBIGhsup SPESFaRgS he erence to,

et aﬂyoacgﬁi dleY@éry df Sl’&@l%hééd%ﬁd&ﬁ/ﬂ% ﬁrﬁn&!\l@nétﬁﬁﬁnts or bonds.
futures counter party. I n such casés, transaction

dy sﬁlbwthdr@@senmn eapirowhefsport flheresublstemaav im@y be feqairgybiadleliver a
sl ee his final settlenent proce

I\S/B‘?C ‘? E?déelﬁo% PO UBFTRAHE 18 ﬁ‘b%lo“ia??éﬁf%l”a‘ifi%%“tem%o
WG aBo® féﬂth&m&uﬁmt JFAGonPQ&dp!t1aa8 intSthel AT se@RnRnORBEEss.
position at the bond O earinghouse for a counterparty,
the required margin at C earinghouse 102 (fromthe

count &barMayginay be affected by the introduction of

the nﬁWS %oﬁg% &1E Qﬁllbo(i: e AR V@heré'@gﬁfr& &ﬁﬁlgct g&sulon is

Cl eari nghouses c arge initial margin to cover ri
rskw padond pcmtldnwt thefvend Ceysitghnuse forst doyntephiey |tiat required margin

.| t t Val t-
ClinessPiilag it S 5pEEPon ) oht o eliiea Bbt piediCidtor
%ggrb%ﬁi@f)(%ltp)ﬂnldor e?ﬁﬁkﬁe nfdef Bonll CfliaMhehdales PRGN tal ARG to

and sol d (short) bond issue positions. Additional bond
pomrtruslonlsn@vnwsadme b@t tlnemlt ystemsl moetiygationli.a”cesovag@m@an e

bond boqgk 0 f ut ures it

ek B R TR o e e Bl
lag @ ¥ entdibshaangd ot BiRtndG et wu@mr(to)ﬁgﬁanﬂ@alummﬁ) BaHddiste
fromthe cal cul ated net VAR For 20 exanple, if a

eetinensr Pelditipni hendpasiions mrgdusedhiniqessinternary staggregate bond book,
ngho t d

b dg?{S}ﬂé %in H}? gp%”HHﬁ §ite i‘IIQ A4S a blggd h{é dt{ Q ﬁigé(%lggltng%as{%bdecrease or

16u0€ eadendel ehatr&mtdmam@ls&edm& chafdiofroinhig: daglulavbdReOMARIT®r

countergarty S ag%regate bond book. I1f a short
SOENRIF-dha GRINETRAHY AatrlRes dpne PeRd Roskes pt Criinghadse SeupYFohY2,

%ﬂleeiﬁ{l)b(ﬂ\?tléhsof%. %H&lﬁ%na?ﬁ)'ﬂ? bg&ﬁé(;sftlgﬂ ﬁiogﬁ%tetﬁgﬁecfeﬁ%in&%gse the

mar gi n romt e ca t VA
cougih exlpdated frem (thwedet Yallbcngt)le bondripogls a\ggugade bend book. If a

expected to decreas hat additjonal short

S e B BEHEERT hong bt e hoiisOh ke iokiashes bpre
%Bsﬁé’@t‘ﬁ&n e uir&ﬁﬁi@rghﬁfr&rﬂ theCAM L EH R AR $n %%@ﬁé?j%ty s (net
net long position, then the net VAR reduction would be

éxze beralbopl woeldbg expecier 40 flagregbef. Eghatadditional short position was

opposite to an existing long position in an exact bond issue in the counterparty’s
aggregate net long position, then the net VAR reduction would be expected to be

particularly effective.
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I1.H Exploiting Existing Bilateral Collatera
Agreenents, Anonynous vs. Nanme G ve-Up Trades

WO 0@52%9388 si zeabl e fraction of futures trades BCT/UR2009/030449

bet ween counterparties that have existing bilatera
coll ateral agreenents as a result of other business
traded bilaterally 5between them This is where a

count erRar E¥plfitiak Excans Blhtefdl r@iilﬁ%e@él AP AndnYrhbihy vs.

anot her counyghPasideVuaTrss! ateral to secure future
paynments due. Transaction system 100 may exploit the

exi st Eeel Heborhimircgampeivparstrades qreurgetwdsa aru egpptics tat
%ﬁ%l&istuh? ﬁilatt‘%lﬁfwlatglfal ee‘ﬁ%ﬂl& 0 %\fe%ulwgp?tﬁ%r BullBRE traded bilaterally
agreenents, for exanpl®, by allow ng futures positions
thetwaen glempThias wheddeSounterpatth @ostd ¢ush oiufirantisl if@rughents with

derivatives, securities or other financi al

iaﬁgtfl?rﬁﬁ%?@ﬁﬁﬂ@mopg?ré]rtﬁISPC&lr%f@f%%%’nithé dpg n"&ra%s[%tiqnﬁéstem 100
N ¢ : . . vai D

PN AR b il B U RSO o

tekiessiendbedof e agrecamsmiesc for oxangs be milddidg fayreepdseohs tolbe slept

sl eep trades as "Nane-give-up" whereby the _opposin
PhbRs i SBSn e RR T el B sEE T Eeor 1 GRORRT 3 yrpents
R&EraQY B&LvedPhe IdRE aRUIMP Y8Rt QluntehRriel BERALtAEMDId Shsidiidh fees
the appropriate collateral agreenent can be invoked.

Byvohwdiniingta@l wilr i Gpatuaheuse] B thisapbodmeno@psaction system 100

transaction fees for,such. trade be reduced,
BT ot oher PRy aNEBE B AP RPFGY BF SRS TS PR and
RBGt EdudRtSpaktits 2kl BRMA up COBh bineNfor Biepafpotddhd $36pSHAFo that
theminto "awake" condition to further reduce
theAPREAPTIRIG fOfasual agecemprt campe inveksr k By gvording leappghepre al

r ) e )

o POl F B S AL e BB RU By S o
eyteady Elegud asld yhegapitistiscid “slsepd combtibnt rathér thideversing them into
busi ness between the 20counterparties [0Q053] In so

), & ] me
cAYHS, consitionyafsiher reditrs tanyREen: freidie iy 3HY poBkstogpagket bilateral

TRk b OGerPe Dl R BB Soy thdEo18leRf BorkbRdRSalready
5n5¥3r ?ﬂgeofkgl g%kpggé%sgﬁgne)gn fransaction sj%?g -
POOe amdsthb gslomaypbaiapwany adgusted abasésslt of sthatbloginess dstesen the
tradi ng .may occur on an anonynous basis, especially
SPEIHPEHE® when a O earinghouse is used for the sleep
tradefoos3 PR sbROoALs, e%‘;%ﬁle,cm@est,he th@nopaiatRE regrmg on
transaction system 100, the trading parties, and/or
tbilatespegrécalenputhp slsep teates and/atitheoariggratitrides dore, of, trangagtienan
and o ate a conputer systemthat is trusted

U PR oo PRI Ll BB ot ab S Babby S Prap ap
AgEBAMTRNbasisNEPETALy RE:alehhivBerCOOBMIMBhoEY & R6a fiRyheRREkFl trades.
credit information in a database in a way does not .
per m 100atl/riemecafey. therpparaids ef Baseqtion pysieat G iettiadine gprties,

oy it . Lt .
LA O RS B FRSTAAS 1R, FRRRABELI by
Goddth eHapa fattuesd tepog@eof@irdtrant hddr-craitepu@f &llatetn] bgeement
bilateral collateral agreenments to secure_ nane-give-up

é‘llfé’%?f‘t‘f’?-a@é‘é COTERYSY$LFA ray é‘QIéltCi“’ﬁ]& ipfgrmation iy ﬂqﬁ@qarwg@_way

TB&s P E%H;{it%'hy&%é%ﬁ%ﬂlﬁn HRINr SRS ular BaphGS Mz%"vv it or

query he  party seeking a trade, to confirmthe

ehange fiti buttdgesqierthin thoswlimiteelrquaridsythdt aredh@cdskeay torideteify

agai nst .t he eryi arty's credit and. ot her

B Rinitn p SN e Mo P rbHEToR St LR URE Pererasaeo
QEARR! naiRYgi ReupQES dMed RinSr hiihsdvach L ARYLBAgHbRsel ABEEdHiMuter
the owner of the order to permt credit qualification

by the server. 5[0055] In some cases, each order in
transaction system 100 may have a tag identifying the
party who entered the order, 1%nd the tag may be
generated individually for
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each order, or otherw se be made to be anonynous, so
that the tag does not reveal the identity of the owner

wo@Roovig9sss der, but does identify the order sufPCTUSIING/Y30449

to permit the server to suggest collateral agreenents
may be used for positions between counterparties 10for
sleep trades either in alternative instrunents (for
exanpl e short terminterest rate swaps) or in the

SYSIYT A AP VEERTRET)t 81 YU Ay Brothe Paiy Seﬂﬂa@ a ffades gxgonEign the

B LR 1 FETRD Bl Pl s o

qaqﬂefmnad»ﬂ 1y1fdt\dnmbnt lzsesequaﬁm)mﬁnbdr ndl Egchtoeder agbe hedigyhis trusted
hol d 15t ures position for sone ti S posed

8P Efe H‘gﬁ (Mg’éh%‘{/’neﬁ 8? e erfsr i?d’:‘?lmt“lt Bdif &‘??@é%f’ﬁﬁ g’& thsrseysr
10 a @RY¥3} nlsBRe LALULES RASIT irBRaTBY sﬁ%?en@%(ﬁrﬁ&& RSL ween

counterparties to be put to sleep as a fairly |ong
'icﬂemnﬁyarrgihe partydehq entefrat thapdet, pattide iag my@e\@hmrabymdmdually for
S a ate |ate

t d.to. b
R Eireorayie e e R S BE SaPa o7 PR a e STk At
tld@dg fitie Ahel HiSthé SHABNbUt doed 1@Ent@X REBIRr sufficitMly kd Bdmit the
(Trade date plus twenty 20 two busi ness days), to

'SQRERIEO gpeeett ygolﬂaﬁeral agtmtnhnth @@E ge gqeﬁé@r@oalﬁlen&jjetveqqzn counterparties
cal | tra days al end
ef%{lf sllleeg traXeTs e%ztﬁ;] er 11% t i élge (S)tglll flzngsn or exa e shd)rtntqu 1nteres¥. ralte

Aawpess bt in@Re GrRvynald Secprtity ok mt&ﬂee@mtra& tradéﬁ+ 2oud0 Bl tHol%@dﬁ!lateral
and stay as a bond trade every day (not wake up as a
fgIeEMeds 9d43%€i on again) unless the futures position is
cl osed by the counterparty, precipitating a wakeup

rever gy t%@ﬂﬁnﬁ@ﬂa ol PSHESlio. | f the futures 25position

is closed ore t explratlon of the 22 trading
days, [%M6bﬂﬁsmﬁnmng %@«3@0Wm@vémsamommad@cwayhhéeHmyhow

nt ed at. aringhouse co 102, for.d
RSl G2 REREY B oPERR dfaaf She b gy kg der
%E(ﬁ‘)ﬁ@s ortupasl@ day¥e fldjted piittioh iy bOUAEET Ak e cB@fierpaties to be
closed his futures position in the market that day the

wekto sleep pY Higirytlorg afyrgva&klt@ép (agferveardh e 1t precehaigjspttloment is
| r as

Qg%. (511%3% a&%éﬁtan&atrg d%t ? the a§ dpela?r?a? ée)%/ gtol#dai/ fg@%s%gf

aofivehtianal Beleplit aniatknienr) sfoe emnvdld, Inp & Nedl (TﬂaZlB dhtE @Iile t\f/@lty

start the cy cle“@ga|Q, This may provide cert
AHQ BrinsgedyPloto tyaknYRicHn (93 e3pet hemre dleree 418 o{s@r pically 22

T R R e S TR G
lekandple Apctiomt maygbegrud toRégepas a g22 bond trade and stay as a bond trade
every day (not wake up as a futures position again) unless the futures position is closed by
the counterparty, precipitating a wakeup reversal trade upon closure. If the futures
position is closed before the expiration of the 22 trading days, an offsetting wakeup
reversal trade may be entered at Clearinghouse computer 102, for delivery on the same
day as whatever remains of the original “long sleep” trade. Any day that the counterparty
has not closed his futures position in the market that day the next morning it stays asleep
as a bond trade until 21 business days later when it must necessarily wakeup as a T+1

trade for the last trading day of the cycle, and then be put back to sleep with a new T+22

trade to start the cycle again. This may provide certain advantages for transaction system
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[0057] In sonme cases, transaction system 100 may be
arranged using a financial 5instrunent such that the
WO 200008436%)" position is reportable for financi BET/US2009/030449

accounting, tax accounting, debt or asset ratio
covenants, Securities and Exchange Conm ssion
regul ati ons, Commodities Futures Tradi ng Comm ssion
r 8U| ations, and other reporting and accounting

QP ot yaprgredonatciiag efriesp é‘ﬁ‘éf‘ég’etél@%?oun@&i‘kt@d tp furgher
%@@&alﬂ%oflg&% to other off-Dbal ance-sheet futures
contracts. In other cases transaction system 100 nay
be 10arranged in a financial instrunent so that the
" sl eepl.hg" Apeantingmd Repozfing t abl e as an on-

count SRBaL gyopt 60 WA EEL BRI wly B ARG wapgmgpeia

tiM@umettLE! Bathd @fcpBY” RRitokM @F&rauktfme&laﬁgm&ﬁmaﬁg tax
Merchants, those nmerchants involved in the

Setouplingafighs Ar aspet SEapvamee. euntiss greBxchapgerGammisyigier s,

SABH b8 AL THAB 1 S0 E bl s 7 v
abdi h@atntdg phrpoegul at e bhlyndeRaeCayen todked i Fufinheesalogous to
Tradi ng Conm ssion (CFTC). In sone cases, FCM s may

Stherpff Palapseabest ffres copdragts.da prhgecasss tﬁawegoru%ﬁe@w&@ &y be
gﬁraﬁ&ﬁ f4 ﬁﬁan@fal ﬁlgtﬂﬂﬁ&?% B4t Ry ‘%ﬁe@ﬁhé Oé)sﬁﬁn psellaﬁtgrfabfgfas an on-

eir custoners. |In other cases may el ect to
dhbe-dhedtiemso hdadagecasly diahfigercontteripasy riskrent s on

behal hei r custoners,. than when tradi ehal f
of tth Sg]oltmo%%gﬁ?us%me Pﬁth%‘ﬂ’é‘t%“&eéé%%’% E%%B ﬁ@ﬂ

QR hitkich MbithdrRd (HRMWRErcRintBh i VLAY (Rl soRdifdlibRér a@%&%@ of
to enter the sl éep/wakeup trades on the custoners’

tfetheh fontiapt addne rand:hweg thm@ollﬁt@mem ceqttitep thokeewho place such

B SHR SRR B AR R s e

ITR&kivd CtahisSivs {CIRT). $n m&s dabeRNEC M s@n4}ellde duta@Riritek as a series
each other. [0059] The trades may be entered using any

(9f bensis dpsgwﬁl@pj Opgaier ?fdramﬁﬁétl%w@ﬁlslé)@tom@ﬁhalﬁqfa@erscuaﬁaylers
I?I? %ntt ced e%QIileh Tg %!:t tg slg fu%(%rtledgé( ats I&gfe Uy ﬁlrstr\%ﬂgl} %on

rade re 1 ntroduce 0 eac
aalﬁhlﬁcfﬂ’tlldaut dﬂl@ﬂoﬁletsrtm}ﬁsheh @ra@ing afi belaIf@f #RireoMPdE@hts 1 0Psome
directl I¥ Transacti on, %}/st em 100 nmay al so becone
icAtieti B Flupyenat @ Ymies! Raveer BUSHOHRTY 08 BPilat ¢oRgas oLt Hy
%ﬁelﬂ F%hes d%l tltlee Ju@@hfef’seiaéﬁaffhﬁ O%EEQESO&IC 9&MS ma enter the
saction system 100 nmay enter the trades Int
Gleepvakghoade cnbynpubeFCUOYow adl renfuturetqoowiace powipidas odeelring

cha the trades are entere

085\” W%b%‘gwggf?ﬂ;%‘féé?mﬂ)@o%o%ﬁﬁt‘let{eﬁlé‘g%‘%reé‘ihoorther
beco ”‘[0’0)99P%¥a%5@1ﬁ5} lye drRer& dsfi@lan} bR ol agplopiate I\@fh@' n
and facilities f reduci ng margin requirenments [0060]

Vianjaotisn. Etaéa?@assbm@rwaad‘nﬁge pae-up ewhdrelyethabyygngeliselitrgo the

fsfi)a{ep Itlrgc{eoa%g introduced to each other and send their trades to Clearinghouse computer
102 directly. Transaction system 100 may also become initial counterparty to the buy and
sell trades acting as principal. Alternatively the operator of transaction system 100 may
enter the trades into Clearinghouse computer 102 via an “introducing broker mechanism”
whereby the trades are entered to Clearinghouse computer 102 without the operator

becoming counterparty to either trade.
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mar gi ni ng" of offsetting positions held in different
accounts. For exanple, if a party holds bonds | ong at

wWo-b@@0gBsxed | ncome C earing Corporation, the BCEHESEN9/030449

for bonds) and 5 short futures for simlar bonds at
CME O earing (Chicago Mercantil e Exchange, the clearer
for bond futures), the two may have an agreenent that
per m {pKt hma}gm aﬂ@?dcilitﬁeg forl Rdi@nPbsgh réfideiRhiseach
other so that the total margin required may be reduced
by an [WRBLNEriqun slearseyang dadipe pasticrdny HITABINEE 986955t he
+ : e r

A2, BRAThE iR B B R TR, RS
mbmls Send]; Qorrag meg?baagrlmrmsarmmrpﬁdmn thé eladrar for Haas) and
traditional cross malr%t ni ngﬁar el i ef between futures and

BRrHRIures Y Hilp Ropfed TME fipeChicage Meprapiily &xghangs, the
fidict FRBBd diturdsh ANSRGHARhaSY 3 SRARAt MEYpeHRS the §x§o‘%§)§mons to
as cash procedure for futures trades such that the

br offset mpaigit rich@thef sd thet throteth] Chuepar iepgredusy tegeduced by an

ef fect] veI | ever Transactio
SYEPE S B Bt BT TR T e g SRR T O
%erc@ﬂtggel i9Rdr8e dt dMioRY el QPattiel Nerrhdsadion Gy sléad 200 mﬁ}oerﬁérlc@é’s
ealers to put their futures positions to sleep
tnlrnrgmlgh agIACTEFTIS ‘(Hélxemamg@refrbfor bh@mr@hatrpsSfrmrglphrggq:l@ébetween
tureg% dﬁﬁ:) S, ag /ortl?l ures tg IPucglllr(e:e tgm%tl\-/%f or a((icfjiltldnal\ivI ttr nsaacr:]tion
revers a ? st Als el

h?&ftﬁh MO0 Maeufa sldap s éa@l@ pﬂobédﬁrermyfmématdeﬂ@ah eaBthk Gross
i mprove use of margin already held by FICC agai nst

tesviginige f the Gard %@mtghwg ivrdfeqi Yol vearssr astempygally. é@fansactlon
e

pagitd hldovwsdealkld ® pustheie ﬁBurﬁSpc&ﬂ&hs tofsa:ep thiréugh (b @iFE $exahange for

sonetines referred to as "cash bonds," sonetines
é’ﬁbsr“fa@rf%phtyélciﬂ&%aﬁh) '?%lgwf)the“t oiee pRA{IH @PVS Pigrapgeed T+l
RAREhI RO Rext Hio?mE,cTJ £ 8016 RQShT U@@éf thi¥ ‘?a(cmtg E%Mt RElers to
provided for dealers to buy or sell speci on S
agpions tise nfargig almadb bslil hg FIQ(E agagst bxmmppauols foratross margining

current market 6 Ref errin

PEYRY g‘&?‘ie%ﬁosé%‘f ‘O%Mkcgﬁ aé‘l?g’a%é‘b@fi'é‘te r%‘B rﬁ‘&‘%eii LRIGG for
%5@‘6&%@%}!&6@& fubudls Rsi®iBhd. E%hisOkleBROA/hitt Wiy Pl%nf@ar@ 0

deal ers [ ooki ng for futures positions to be "slept as
caprtmgspefened @ian “¢sohbendsa yobetinasfshestenedio judh ecagai rtp affectively
2ans%er oglﬁ%nsr{%troli‘?&ﬁ%gn(gﬁodssh%ls Owggé%a&l%gbee? pr}Példed g gga%rrrs] to buy

res rve Sl Ze
R EANPbdfc BHak adalide&slingtor 6u)f1ﬁlg/ﬁﬂhﬂl§8 @niAidts; et drbRQbtrket levels.
show Bg) to the marketplace the full size of the .
desi r €001} Befersing & Fles artipasactigrsypisat 40opraaniapspcigigy bond trading

B 0, AP i S 9065, PEMR S o

Ibl I“tle[alals yashT sickash bonds mewy foid/bffar ddruhepaidings Aecurrent market
counter part%gs intent). The current market price

SPREhds gy Oéif&rscxgt%d AR e Y22 JRCTIBRALY M e fubi ce
léﬁhﬁhgnf{)é'ugﬂ b4eS hYa ﬁ%ﬂaﬂ)l@ Bﬁéi: \Ql%Ylﬁgh%\Vﬂ{é tf) el rﬁet]BIch the full size

conver futures price 1nto an eqU|va ent bond price,
af thetdhgred matlesr(a ofserfeisipy factonality acly preferably add size to a trade once

that trade has been agreed to facilitate a larger trade without initially disclosing the full
nature of the counterparty’s intent). The current market price spread may be expressed as

a traditional “basis” price using previously published conversion factors to convert a
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exchanged per mllion of each bond in the Exchange for
Physi cal trade ("EFP" trade; nmarket parlance for

wo cadosospher e futures are exchanged for bonds, POf/US2909/030449

termed as "physical" bonds) nay be controlled by a
publ i shed hedge ratio that is equivalent to the 5 DVO1
of the bond divided by the DVO1l of the futures to give
a fair risk equival ent ampunt of bond and futures on
tTHEres PR NOFB AT NP OmMRrIce oFndithfenuniher Pl U PO pEACtS

+ %e%t gfjmﬁﬁ i & EMBha®f b %ﬁctﬁ‘ﬂ%& fok P L&él aPanE i BGqe.

futures contract ex iry e eapest to

dmalrkel pﬁr‘lanb@fa)d Jraden wiht® fomsk atel ekeiiaylgfﬁﬂefbf oady, oftar &rméd\zen
di vi ded its onver s I on fal$ The ublls

ROy Ay B Coroio T B ot e it TR gt rapivalent o he

Weal guladoad dﬁz?deh 'B? (HRIHEE &thd ﬂﬁu&%‘ 1V@ta far Mékeéqqlvglfenta
particul ar value (often 6%, calculated for the

humumeébdmimwéwymdayﬂwa@ddéﬁxmedwﬁyﬂa(ﬁﬂmdhwsmm@mbaact

speci ficati erparties. can
EPEak £ S0 o8 s p LR bend A b SR T4 FOERD o cnpiry
keaae deHR@Sdst to @BBvehebFhd Pbn i kbR BkdINBNRESAateQ ihen BRTded BYMYs
speci fic bond positions at C earinghouse conputer 102
en\feéﬁmvfectar T sqaalrbtluslmdlcanveﬁe@ fagtonfof p sppciBicdand vghsiis e
UIatteX%‘l’r] tllllg Pn%eoon él? kl:E 0 m n m ?)lé%l’” iy eléll%lgrﬂvsahue lsgflien%%? calculated
ﬂ’&ftgé futireodelivamant, abyeflasd Bgaﬁi’ﬂﬁeﬂﬁiﬂtrb@@pkcﬁﬂﬁuéﬂ on to
of f set agai nst aggregate net |ong or net short
A ear [H§AbLE RELs 588 s BRRSTer CEIoPWE P Bpn e pspepm 100 to
ERAGAi R bRk a%léari@ﬁmsg [@nsaction system 100 into
count erpart requi site C eari nghouse margin,
usi NONENEEwi @Hcﬁﬁsﬁdﬁdgo%%fw&r@ﬂé% HBs81 Brpster 160 remove a
eligi gérﬁcv{lﬁrgo%l%ﬁoml&!nﬂ s A pﬁ&lué)hhﬁgk ﬁgl%ﬁ?(gl fations.

futur rrng p05|t|on at anot futures “exc ange
C ear irn@b aysigetioh @9 6Sds Thiiniinfe dl@einbiduye PI2OMArEIRSequirement by
secur gsidd heCRSE bBid BSsitoneroVeysef Raimahbdr6dRARESIlong or hét short

managelagedRaatiRdd p&ltiddesi tions to nmnimze margin
requi renents on transaction 25system 100 where their

bal entéeatvelt trasfesi mapiat oligati@s efré10t rankattidbn Bgstem 100 into the
[ 0064 ouhbepaety neryqudete &1eArinpoURe Mbi@the ushg adihcredded Clearinghouse
faci | ifaygin fa@rth@xangbr, fobS@osAi mhighing Tgaekk N@hcr ERGrel@Me futures

t he guRiaftpedoiay eidi f@uehargert Uleaphiyiiusal trades
may be wajved by the clearer, may be absorbed

t r ans HO0P ohhus ja facHiy qsovidss aﬁ%%PreoaéldﬁaﬁigﬁFQélVwa |f.<g participants
A8 RHafloe ag%é‘%ﬁéa%t Qd@ltﬁ)ﬁs%sfnlniffﬁlk&iﬂa&ﬁyreﬁlﬁreﬁﬁﬁéé ton kraf8B8on
fOO 00 contract

per $ ) , may be 30 Covered by a nom nal
byodke d dYehah dregdalahge shee Iconmiegaltmms ahsotdiedtilg t he

transacti o stem 100 . ma er_t. anthe| I
v g1 ROBE DGR ERF  PAUPeR s S drdecibRemargeyte. s
hitiYlos. Usldig fedIt6r RS buabMddell RA/efshIABSL- fdrrlbﬁpmmmege may be
| odged with the clearing house's custodi al account as

O’Y.‘v’ll‘leéfoé itheel cldagar, 1hayi el agborhesk tyi trﬂnsaéqgn syeteent00, ermeaydgpayable by
'_%e (ﬂegl%r nﬂr}ansgctg nacosts rlgchnmzy\)/l/ ‘tl)e ab{)ut X ce per%%%ﬁ contract, > PR be

or cleari’ng users no I'Mmg coflatera
Gb%rédmoa i 64 brdkeldge LHAVR! dﬁmmfmazglngamg&d B theltra@kctiper
| ot.
system 100 may be smaller than the initial margins charged by traditional futures
exchanges. For FCM’s using interest bearing financial instruments lodged with the

clearing house’s custodial account as collateral for initial margin requirement, the cost of
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I11. Electronic Trading and Tradi ng Systens for
Underlying Financial Instrunents 5[0065] The trading

wo@Roovlg9sspr ead between two i nstrunents i s cal | PAT/URE9/630449

trading." A party that believes that one instrunent
wi || outperform another may enter opposing | ong and
short positions of the two instrunents, in order to
attenpt to profit_on their price convergence or ,
dingrsinpeintiia] Bpgatildeicloss sbzenonHewesr. dercdagring ysgrsgnot posting
t cash
SO SAOE DS e UpERE frElSms B Bygh.
expect ati ons of V\,hl ch of two instrunents wll
qHt pe Eie‘eﬁ%ifcﬁ%a&’ihﬁ Ghd Wﬂﬁlﬁ€§§stélﬂ§ foft [Hfd@lqyiﬁ% FshaiCiaf ©
spreag,pshnegn the two instrunents on a Set future
date. On that future date, the difference between the
act ualO0épk B@dradmgméth@éprepqi bféwsendfmtimrunws ismgtlwﬂ?em S
%raglntgﬂe Cont ttilatclgeﬁev &mto eHns r%{r%relttvglilfolg.lpregﬂrc%a e er 813.}71 enter
tob@osaf;gtlb@ anﬂ@ﬁ(ﬁﬁﬁbsﬁi’@(ﬂs bihBe ShtAGTAH; Qides By #R6hpt to profit on
15[ 0066] Referring to FIG 2, there may be synergies
heﬂtl?ﬂéﬁ§%¥@‘F¥%We§¥?gt"élf&ﬂl@@hﬂréﬁﬁb%l%dn\ﬁPmﬁcaS?ﬁr FaSInFBIApRLS
E&Jnlle %’stetd%offt?a%geg QYA‘H Jagh seﬂleﬁl{eﬁp ({I_é]a?tqles td?f@,rl {helr
e underlying or eep’ security. ere atlons
keelbamalnst ARGV hi dhSf twidTERtnam dntadilIchatpe rioinn ehs otH&Ecd’iﬁ’ackébr a
prices at which one trading position may be "sle

RFSIRsprice spygpd lﬁ&ygqep itherfwe AOSEHMERts ap A st Ifl\l;gre date. Oneltlat future

Qaﬁat'hé BYRRAMSECHMEEN IR Y al §p§@adf1n Qﬁﬂ&:{ %@%gofbcﬁé WRERstdRnts and
two mar ket pl aces. The 20tradi ng of e spread between

ahef wwhuracesl-foospreadcleteanid e sanbmndmesandaink palty' s the other the

r mher b posi | ong and ort positions of
e e PSR Yer R SR LR S PO 4 O
atte Wm06€PR&E@1ﬁllg to BIG;. b hﬁéré nRk ibe Sy e ET @BRNERiIoRKystem 100 is
di vergence characteri stics over time. Two financi al
ihaged wivkror basragdylséility tedeopasaic with, astsangaceie raisgefonthe gnderlying
%§Ssllse L Ee%grelt eerreﬁgonsﬂ be v&s:egr? e1nfst§uC I eln S tﬁ tedete}nl?lreles the market
S mifPaneols t1adé | ns runen

PHCAN hlich @n@tr@nga@dsiuaﬁ n(a@ b “sleft aﬁaﬂbﬂféﬂ t@erde @bh&sn in an
instrument against a futures instrunment), in which the
plepatee Gleagigehause Fnnmeiey iispbirhe trdedbatwgentthe @ opparkeaplaces. The

k P
R beLPaESa HRED RS LIAENGR R PR A g
rv&ieﬁaﬂay m@pd?ﬂmg Ketg apd BlﬁESpdS]ftlohsl‘kEf e‘aafhlnstnﬁﬁemumiey]beSen(tetrhﬁnto in

"basi s’ %} on that date will change - one party benefits

(OFdef FRAPPIPETO PO OF (MR Cei6Us CHseR e SF d‘t"ﬁréﬁncﬁ [FBATBETEHES Over

rti%eat 'TVJ% fanncﬁh ?ns'trﬂfn%ﬁt@h}a%/ bd ﬁ?diﬁ @n %Q:’%ﬁfng Exch@i ok Ia%asm trade
ot her party benefits If the second instrunent does

ydieteby tltertachangmfatlilltasets thel simtlb@e @ a:ﬂaémgémfhaosttumeats dstween

b tradi h to b bl e
PR BEANS 10 G ORRK STEOAGHGHY 5415l  OHGR mygmen. in
efth@Cthe ﬁéﬂﬁ& tR@S bah ifsBdRSHtANa vy Fﬂé&&ilff%ﬁé@% ghelthen

a

the exchange may use market data (e.g. the end of day
S@ttmtnéwe it thp eipeetaipdn thifat famefowse dagmthe didferease lpﬁsmmnsrhfe@latlve

?Xarket p¥1ces otl El%%\g f(nggllt?r?gl%s nd %sq% 5 haf’a éat? Win® ar}géa qne%arty

price SUC o acc

PehdTRs i$ iRERS iRGuGidshioty REeshat the E@Bnccﬂéraﬁe@to tﬂ@mhﬁtly traded
rice levels to
FI))I‘ICC and the other party benefits if the second instrument does better than the first. If the

exchange facilitates basis trading and/or has access to be able to electronically trade each
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5nore effectively equate futures risk with the sleep
bond trade ri sk.. [0067] Counterparties may be

w@ernmiose3ssl to bid and of fer basis trades that Ber/UsS{oDn9/030449

trades in instruments fromthe two types agai nst each
ot her, for exanple, the derivatives against the
underlying instrunment, or U S. Treasury bonds agai nst

U.S. Treasury futures. These basis trades maé be bid
I

GPmgPHeat iggfrusengtocspaush Rasts tiadesog Artitidual maggls) teenghe gghange
. a?%@ﬁlgfkgpdﬁ geﬁﬂa %Qcpof(dyg%tﬁgﬂen"t ﬁéjeeocf tl%rkualt:%tcontract as
I nStrunent wou preC|p| te two nore trades In
gablished byt the fumdeedchiangg andat ercplmarehts@nd of Gayapiitefot the bond) drom
markets. Counterparti ermt a systemt,
éP‘thetFﬁS‘tngttB acEREASly pricg Sf?ﬁ%% %" Ctaalh E%tttb\‘?é]éil?“tﬂﬁénaé]&ertrﬁ’a?%lﬁifds to
band e@&QVél%) Edlla ﬁesfu&%ﬁféﬂ S/th %he' sdp %bMdle YisPut ,
substanti a si mul t aneousl Y. | n ot her cases, Vvarl ous
basi s [Q%éb@@lnmlyamlnyayb?@ peripust bpir andaifief lya.smttrad@rtha}t sefeoff
cuted si nul ousl y 15by.unde i ng auto
Tt Bt LN ER Rkt ot CEh e TG ctestvarives
tab AHR Shel UNdBRGKY IRBFUAR, oW1 X8y O G ik e, swq%isér? Futures.
exchange over quoti ng restrictions (restrictions placed
diess| bagit raxivs cnay de bil aspffeied di mepranpsiteiestugest’ oipdadioon
[traa%g']@ [ Cgtﬁ@g@ I?vglheres gsnot Ezﬁ%sltrﬂrtn?nttwhq%fc? %ﬁi%gegtg\x%oi% more
agéssn eathiof ﬂf&’&lﬁﬂé&lyﬂfg 1bsmd@nt39 aQ@iris torltAN@Rket ICosMemphudies

duration futures which may use a conversion factor
A9 PSR PYS(RET (g HHRIBPt4R B HE ﬁ@awr%qﬁéoemeﬁm @Péﬂ]@é‘éflepfrbond

b S
D S
ivaribus asis midesi g enily tby expoised jgrhacelip tcocrnbdbn/mcecmed@ﬂnultaneously
novenent s. 111 Clip Size Trades 25[0069] Were an

N é‘H‘éeﬁ]dglgfa&aH}aﬁdé’E%SSB%@f te Er‘i‘né%ﬁtlﬁ@ S’ﬁ?éet”\‘i\é(@rﬁs separate trades in
CRUNhEkRAE AR fhay ?é?lQCé’YH@ﬁ&dtf&eex%ﬁg@&g:?qu%fim&h&mns
trading a basis trade in the conponent bond and
figstoirees phckderseléanonis wbegt efittadalglsystgihntelstoapriepmsny price quotes
ft%x.ecuti og, transact i on syst em 100 may support “clip

FiRg suered int fhose WSWMS)y ders. "dip orders” are
desi gnwds] PrahdAei @G Seh U 06 hia® ARb ki ofnPbsit bR ARBAAR! of bonds
executing trades between two markets. "Clips" are a
Serings songer Qﬁ@bmteir ﬂ\}ra@tm f@mssvltlﬁmlamsp @wola\i@éslon factor that has been
Courflttﬁ‘%ir %COI‘51¥ the dl?i%re,nceis BV%¥S¥ &1% ﬁOI(I)l Oen:el’gfl lqu rum nts t(% %IVC a
b‘BasisT’ @ﬁ&dreﬂa_d'ﬂﬁg ﬂmh@h&ltcpﬂﬁﬁrys dfferefi@NBAW bR ﬁnfﬁ%ﬁ&eﬁrﬂy bARight
specifies a clip order ratio, and the ratio defines
RET EPYHMITRFEROYHEI Sor der nmay be traded in. For
exanple, if a mninumtradable size of one mllion
face gyoun gnd conponent of a basis trade
equat es’ toélal\ §1ezlu,tﬁ%&] ent of 9.7 futures contracts, and
i f an [@6eleWhers an oxchenge faclitaigs basessradimgtberees ccpumteclbalrtpf& and

/. coptracts is rked in futures tradin

St s FBER Strber i il Te it S oph Bty forores
meRkdietor Qfbstieallp @mehldafecunexb@a, trdndshti system 100 may support

“clip trades” or clip size orders. “Clip orders™ are designed to increase functionality for
simultaneously executing trades between two markets. “Clips” are a series of quantity
levels that allow the counterparty or transaction system 100 to define specific amounts, or

“clips”, of an overall order to be traded. The counterparty or transaction system 100
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system (to give a properly weighted basis trade such
that the DVO1l of the conponent futures contract trade

wo g00em8u39@l ent to the DVO1l of the bond trade); PCHESE2009/030449

futures order is subsequently tradable by the system

in amounts (clips) of only 10, 20, 29, 39, 49, 58, 68,

78, 87 and 97 contracts. The result is that any

futures trade will then be in a size that 10equates to

$rafifiasip GHP oxlorafie.apn thegain defingsiheelin s thet erdgsrmaye traded in.
i

PP b, oS, AURRIE of e U AT, bR

$umb01ta:as¢f31 Hasia ded: e\qhﬁes torad eguidiialt bfy9.7 fndeslcanradigtahd if an

gagit?g ?sitégeég %Sftélglge%s cgnggl tzﬁzll’l %}%ﬁﬁg%gtﬁ%m&; ge@(ad gya futu]resI tpadlng

08 agdihsP Qnﬁ%:ﬁe@ﬁ@l}l&ﬂlﬁﬁoro% bb(‘i‘ﬁbrﬁlﬁil%ﬁ% HRhARI tRe BdhdRrading

futures exchange (that 'imt bids that are at a

pystezm: (talglvma pidiod) owighicd bpﬂl&ebvaielsuqighmlnddévop oof the component

a pr th et
R R A R S
RBbsKQleny @Qﬁkle‘&?ltﬁd ﬁ'ﬁkelﬁl(ﬂi aﬁo@ftg @EpITBr&MIRND, 207120 M1 49, 58, 68,
di rection iC "l eanin agalnst a
|7Bn$<7ea:mdk96 igentec eThedﬁSUéE 1$)ﬂ$1ﬁ"cﬁné>f‘€th@ﬁ gadegyillipanibstiph sigethat
teouz}te!s o 1{19}}1 ?r 1y let a%fmlﬂg)glt iom]u}a?af op t g affét%agtrlsdonld?r%dable in

|r&ﬁqdmmbaﬁts bb&ﬂn fbrhipals thﬁﬁalld%@ng,ﬁfb@ af sBR0M@ighAndamdch basis
order is also traded substantially sinultaneously in

ditdesqehen andyituadbniadrd in ppdamagkaty supsantiaby siprdiareoesty st s

at t hmo?ggﬁl Bk ERe A% $2PBLL! Al b HEREBT ol ARG #00

syste I'n sone cases cancel emal ni ng

s pBtngiuceds qrdersaomaaﬁuhrra earich@pe @loay hs;ihmh@udstthiaade aan ptldtl‘aail or
price level but not in the full clip size needed. For

é’ﬁlﬁﬁﬁp"epre‘r’?ﬂl% IPULEPRGS OF NIt PAt E)P‘Eﬂceo%t geboys thy st athich

%éi’étgre%'n%?trﬁlfe 1141911:(?1191@1 R reQtlonGROMAAREE ssbdoﬁ v&?ﬁtln% £&! fire
of 259.7 contracts, and a contra 101.00 order in

amyeweEen gieir deaion hamicl9may be kftélconips” agalnslzaol,ml@@ borBigyrder on a
9,,58, 68, 78 t d .
Bt Pt e PORERER. © e G R T 60Pr Eperr

Fébﬁfaﬁfe@b&ddeﬂ SNl R dERIBO RN Go £ }br@scﬁb&ﬁ‘cli?rsﬂ:@ lthe
Curve and Spread Trades In sone

@8@@8@011(&118‘ Rong jeeder é@iﬁp@@ﬁ@desuamntwm $1v1@1tan¢§@almm@meqwmlent

e ogntf Wi]lgr(lj a Oasqged or<fl ex1Sts a thé;:l Q S nr“f’ctegllfll(g%nt tiaﬁ Era(ge% transz?ctlon
e spread e contrac nsact

$y§érﬁ IM)(lﬁl@y ﬁ;l’bdma I&@deh ednc el entidalglcyip Sizéd drdér if a contra order

i nstrunment, for exanple, the

could then trade at that price level but not in the full clip size needed. For example, if a
resting clip sized bid order is alone at a bid price of 101.00 for 97 contracts in clip sizes of
9.7 contracts, and a contra 101.00 sell order in any size of less than 97 lots except 10, 20,

29, 39, 49, 58, 68, 78 is entered, the clip sizes can trade but remainder cannot.

Transaction system 100 may then preferably remove the remaining clip size order.

IIILB. Curve and Spread Trades
[0071] In some cases, a further composite derivative instrument may be defined
and traded, as an instrument that denotes the spread between the contract traded on

transaction system 100 and another economically-similar instrument, for example, the
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spread between a five year equivalent bond futures
contract and a ten year equival ent bond futures

W@ o8ty traded on transacti on system 100. SeCTUS2009/030449

derivative instrument may be referred to as a "spread"
i nstrunment. The round anount tradable for this spread
instrunent may be set to be correspond to the m ni mum
anmount of one of the contracts 5(the Five year bond
soiead dwedrit fhaoean eqrivalpptdopd futasseapirast ahdhhien yepigasalens
%oﬁ@ﬁﬁlﬁésocl%ﬂgéc‘i‘ Qraﬁ@é%ﬂ&an%cuw &sehlfo §ﬁ&%ﬁ%ﬁlv§i§,@ §ds@hent may
or exanple, In order correctly wei ght
de eefertkddg at o “dpheatl’? 1nstndnan|t d"llna roud¥@honmtniadatde fobthis spread
contracts of the five r ggnd futures contract woul d
BRSUHPSR BN GetH (8 bg Bﬁﬁsé@?é" DRI MQHEk pf ‘B‘Bﬁg the contracts
f(fﬁte T’[\%%/egr%héi Afedres ddaHSct idH! 'sﬁe ﬁﬂ%?ﬁﬁ’pl@)‘-m&t ré@&attesvé@ B l:(qrrégﬁondmg
tradabl’e in round amounts of 5 contracts of five
yewpnttyd i othed fftutucsad Ofrir esaabple;en sudsr (8 bb ooreeCdf/ wetgbted

ten ear ond fu cont rac Wer e nsact

SR B UST o Bty s conel &t ik 2E S bpRLygres
Iceﬁttarcuwsm $e deealvml 3 ANERUSIHhER L Gakl bodll fufudd@Sntddt; RRks his
conmponent contracts, clip sized orders would be
peiead @qylrrafrtlvgpuwéﬂrepfadable [noomRi anRRehis of p ngnttaets pf @e flse year bond
% g%?gén%%ct‘;yrae}aﬁgls ﬂ)tss (%/fstﬁlee trén{l tPleea%eon(l f(l)lg.‘X?S %(tratc? \Hl?ere transactlon
Godtdh A0H SteRPEAD Ieb@dtea)b&‘l/ﬁn\éhdhrspﬂaad [reﬁlurﬁénﬂewy @mem&mry
used to create linked orders. For exanple, a tradi nlg
$YRAUERY §adep HIQOHHCIRRPEIN SOTHRGS LdiP yizad|ogders MOHkI b petigalarly
% @ fgbond futures contract order and a ten year bond

utures contra order into a single transaction for

subst g0072 pRéfyrring mIFIiGa A eousnapedacadingshsteiPohiiAsgyanay be used to

hly-1iquid Pal rs of futures may be featured as
|o|f§{ %ﬁla@ﬁfra@g&g radedp bofh futpss CRACH flgscribed above with paired order

2Qy&@bd &la Y@&Eaté 1l BRIeRP 'F%@g(ahfﬁleaﬁl tr%lﬁgﬂk{eﬁpg hr{k%g]feature
contract ratio. Were automated tradi ng system

ey okalgy liak o éma yeu bondenicastcentsior @der 201 d éansyeaf bonh ifigures
nature it is ferable t|| ecI tpS|zed orders
%& Itan

c8nt530q{g?rént{) 8 tﬁn%@gt&?q éta]itl ¥ Sjyltancous exef]ﬂ)tt???; opular or
W Elidui € PHRIE FR@ES Ma|BSfeR@Rdtal Q08d &ML, fo@othBr ample a 2-
futures cal endar spread (a futures cal endar spread Is
\bmg@ ﬁarcf@um%p@& IYANTEONEHRND tssl PRIAGS rlifgloa Ydheshitemated trading
%?I}l % 01?1ga/tar1em¥\§ tg & tegli‘tg g’p&gn ardel & (gfsthlts nz%ure 19 i3 H{eferat{le to

ere uri ures co

Slﬂﬁﬁd dlipsaed oRisss t© ﬁdhefa:eb €hedpr&OMRASE L @tid.NSt r ument to

trade such positions is listed on a futures exchange

o r fi Ml Wihere doppnipranity Ras RRuERNSiresHltigg &t efptures calendar spread
X%

e AR X bt ELouBlen Y SRR oy S Sfons

ah tmsﬁltmwahﬂraptsaﬁzftaetet dlffgremtananmmleebutemhcn CﬁlﬂIiJIICiS ontrattn

sone, cases this |l ong one contract versus

éﬂ?ﬂfﬁ/‘éPOIE O(mvylgﬁet a cﬁ(grtﬂoélgadnstﬁlggam tloéﬁ tﬁwh B%sulons ?s ﬁsted ona

$hERL eﬁ%aﬂ‘g%%'? fildhcB® HRtrBh&&H? %ﬁsa@cfbn(%g/stérﬂ Qraﬁﬁfonﬁg/p ratdifrelief
of the spread trade. In other caseS the sprea

positeigdeh by b fidines Mhngeo’dm@by' Gavier Inarggn anetigii dtue [0 tho simost
t as cash ' n ' vi dual | %ac?versus

ti
o R e P REL R B R Gl i are et
Gh&aiionBhesrs@cCopBit §osidSiZmey bdXMprat-taH88 s@hd foBshion of the

net exposure of the spread trade. In other cases the spread position’s individual
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so C eari nghouse conputer 102 can acconmpdate with
their preferred net nmargining procedure. 5[0074]

wRed0oe/089388) again to FIG 3 and to FIG 4, trade€BUREYI/030449

be given facilities to used a linked trade feature to
synt hesi ze their own spreads. Linked trades may
provi de sone | evel of guarantee that the underlying

| egs of listed spreads are guaranteed to be executed
SPRpPreahiepziddshort geRiiqns gy Pe eiflictePhly cath indigigrally and sicher the
I

P TR 20 Roes FHSLETRE )RR, SRGAREST RSl psered
66 Cldaengdousroandtembi? dae aecoatutded witrthai prafetrad a0 usilrgining
with sonme risk of underlying price novenent that may
FFSFHPE t he hoped-for trading gain. [0075] In sone
cases[oo7erdtitge do R HFIE. TRy BEIG Y, nhi¥s Hhf bEEICH facilities to
financial instrunents, for exanple, futures contracts
andl blorkdd trade fedthisad tyinfgsianthambwn sfibalst Wnkkd mided noy gervele

ma e exact mrror. i S r y be at . different

Spihe Bl et S TP B R B0t e o be
Re&G ed Un@llia BddSsly  RIREBvErquetUB St ®oSink @isk ERABmE BidkRichstomers
risks or to make noney on certain predicted nmarket

mgAyexe fireaden tpols © cr@teianread diatésnyith eqvedvashkgeatithel tvoyeganfithe
Ssur%S& }115 uha(g;ielclilttte non—simultalno(g)u7sf3 '1At{1tsoh 2! q(()tfrllg(ﬁ]esr?(l:rlt i Pide
s];j/sf‘em“i creat 65 considerabl'e’ advant ages i n r%&’rg| n

e umEntQlht QK ASeups theThbpdd-fepsRlinCdaasses, price

convergence and econom ¢ 20 equi val ence between

cont r H&Y3] knsqee §assh therinksd prapry &2y & ey tivp different financial
%%ﬁlégtg,sf&r éx??gle%ﬁﬂ&ryoﬁ@?ctsaarﬁ bgﬁﬁqﬁ oﬁ& tahf(l)gnts. The two
exchanges (o ring economcally simlar But

niaked ardgrs blag be exatr @ctos )mapay, obmaf bie dthiziferenvpricased il nt

smart order routing. In some cases, a custoner nmay
rS%t&EFP‘?IE datpsor differspiond dgragens: 9eerpia BRErt I toaheg%“rs‘(‘f““irtf1
X FARNAEneydn BN PREGtH nakR@ ol fifer@! der  be
preferentially routed to whichever venue has the
better price, 25shorter routing tinme, or other
consi Hdi(at Oudes roming, exchangeability andssubstitugatality or der

routi E@g@PXItﬁo%%il Hrgl?saétﬂ)% sgzs%nll %% &ga.ltes c%'ﬁﬁﬁe%\t{lg defahtﬁgets in

iincrisks or

excha
margin reduction across similar asset classes, price convergence and economic

equivalence between contracts traded on an exchange using the above-described
mechanisms and other competing exchanges (offering economically similar but non-
fungible contracts) may be further improved by smart order routing. In some cases, a
customer may require that a futures order be traded on a specific exchange, or may
specify that the order be preferentially routed to whichever venue has the better price,
shorter routing time, or other considerations. Preference factors for smart order routing

may include the following:
e Preferred first exchange

¢ Routing Price Delta (a counterparty’s perceived price offset between one exchange
instrument of contract versus another exchange’s instrument or contract)

¢ Routing Trigger (a number that defines the number of increments a resting order must be
within the best bid price or best offer price on the first exchange before any part of it is
routed to the second exchange).
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Routing Price Delta (a counterparty' s perceived price
of f set between one exchange instrunent of contract

W@ 200308938810t her exchange's i nstrunent or cont rBCT/PSB09/030449

Routing Trigger (a nunber that defines the nunber of
increments a resting order nustbe within the best bid
price or best offer price on the first exchange before

anye Pabitin® PerbdntaleS (% OtdnRkiet Onthall@ o3 QKR LAEGHRRAED subjected to the
Rout i pglife et Bg Ghd upbrp@ty Q6EE Nthed @0l the® Routdd€o the second
firsteK@lagnge when subjected to the routing trigger

that the counterparty would then prefer to see routed

t 0 t hBowing Haldy ©uehtaiggpec the time delayRowt itnigyillidedoads thiayaesepart of the

t ri ggbreaerueherdershauldgaistap tbdinpt exabange befprs eeipmid secotfienxchapap)

part of the 5Sunexecuted order should exist on the

first c bef ore going to second exchange) V.

A&ditﬁgﬁﬁwngﬂﬁé Nty es [0077] In sone cases

for a[G7eERSoas carshr b sRER, askandtdsdnEMBO KONRded Frofm

counterparties outside transaction system 100

SOEHPYHES Qué“‘#eattﬁnﬁqcfl(a‘t sy K9 everpigit o fagilivats apeadns Tah gleep

QraI %dbasf‘ g%e 1%? o)r T%E) rélzl+1]salrt§aYl§ Elﬁ@lvoﬁlﬁ @? gfféc'ﬂ%twa the

e effected via the counterparty's clearin

agﬁﬂérpér@ geleatinlyapana e, ChRleergat CBaselor BAnKNeE\WEYOY &ik). ’Iﬂ’m; §erm1ts

permts the initiati n sl eeﬁ trades to be entered with

tﬂi‘f‘em’élla%‘égr Wrepgades fq be gf ?IF% M the olggper F‘%Eﬂ jetilenyenty BWF‘H’QYCS
Cfﬁﬁ%ﬁc?ng QsR%o aqjd ARBRGnd ]Sh‘?tlég ahd totfe RAGE WO ULRS b&RE o

who | ends bonds into transaction system 100. V.

Genekusi 9rem300078] For the conveni ence of the reader,

t he above description has focused on a representative
sanpl e of all possible enbodiments, a sanple that
tYeach&eonelhsionpr i nci pl es of the invention and conveys

the b C

Thr oo R e AT ear, o st 1t LBkl im; foegred ona
heésesentytivenhmpletofi ell pessibie’dnibodinienond sangplatbedeachds th@}ﬁlﬁrcqﬂes of

to the entire collection of ideas and principles
dhesiaygnyarang gpny theahstt madg gontempigied frcprryipg i que. Jdreyyghout
ttl*il?aﬁ%1€£tﬂﬁ'aﬁ@1t9£s‘§$&£&cﬁﬁleﬁ%[s@b‘?y?r&ﬁén 'Eﬂegé}{n +iSvedBbnTiOhdl. it Rfers
he clai ms, which exclusively control. The description
h@éle |otire ablﬂeenplt efddd¢as amlbramgﬂ%\dei;cylbeh imemanse, thé formal definition
sible variati scr| ar i
RoHR FroSy Y ome R PReergt e oah iy B R jfih Stfustley

bARINThd ¥RcridA Hhd RN hSendt@ 1 @RiubRRE: enl MR JoRHNS

it wll be possible to conbine elenents of different

e nsre@thst undescribedcanipiions oe medisinatipng may hepespblsd Wit s

RO MBS B P RS R G R povi

camBide elienth eaalﬂelenwm@ﬂmtsoér th eélhblhe&eﬁli&ycs bﬁh&l&ﬁﬁbdlments

separately fromthe entire apparatus or nethods

dexebrdlesr Witk Ayconodi AFsenuMdestionhddt yapeiarpisiy), described. In
t r

S'Hgagg chs%? o'ng fkﬁ?@éﬂﬁ Og\‘f\n@arﬁ o@ff agF%B rﬁ‘iygoﬁ‘c’iﬂs%ﬁ g?rééag,rﬂédrﬁ & 3heire

egpHratad @nhethods described. Many of those undescribed variations, modifications

and variations are within the literal scope of the following claims, and others are

equivalent.
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CLAIMS What is clainmed is: 11.A conputer network to
provi de redundancy for a first transaction clearing

wQeonjposuses , the first transaction clearing conpur/@82009/030449

being a conputer clearing for trades for 3financi al
instrunments of a first type, the network conprising:
dtermnals for traders of the first type of financi al

i nstrunments; 5a second server designed to clear trades
of a second type of instr s 62 transaction

processor programed to conmuni cate network nessages

hthe17se§ond server to effect trades in the second

typ 8 PR (vent over time, the nessages 8containing
data describing transactions in the second instrunent
having times, prices, 9quantities and delivery dates

desi g %ed t & compuferenetvhask fapreYiforednndangycfor a Hifst waslsafitioq clearing
hl%gl]ltICIr ﬁle fljl’sqltj{%e étg(%lgcr%%hn% coné}%ut% blm;l];g @ 6?@@@%@&1@? %_)erages for

Atnagcidl i iselmpite ot by pee thetretork canprisiigc at e net wor k
nmessages effective to convert custoner positions in

the fiFgmasjordragers f ha et Sipe PhErMGRBRETRE: _
cor r egpaa gégvepgec‘sjléﬂe@ Ebscléa@ tadeﬁ%@ggé%o%y@g eﬂ‘m&@%ﬂe' al
a r tine

i nstrunent, and second prede m ne
that n Sram;hd:tem prdmessbr prsgramn&dm ammhuachtd nemork messages with the

conmuyni cat e netwo ssages effectlve converting each

peong Fed'ﬁer't?]e’{g étr%‘[?f% B‘rr:‘ge W%‘é" ¥Pe ¢ IRSEMEIen] OVERLns (hreiRessages
'cBﬁtQmﬁngiQt%'dEicﬁBm% @raﬁsﬁ@tl&fs [Sthe b3BRd fﬁgtrtfﬂléﬁ@ﬂﬂu%l tlmes prices,

i nstrunent . The conputer network claim1,

whartisienardhiglifry dates #plen@f toicregtertmfiandtionsl eﬁ@ﬁebf heldine g first

contracts, and the second type of instrument is bonds.
1nstrument.,

2. The computer network of claim 1, the second server being programmed to:

at a first predetermined time, communicate network messages effective to convert
customer positions in the first type of financial instrument into corresponding positions in
a second type of financial instrument, and

at a second predetermined time that is after the first predetermined time,
communicate network messages effective converting each position in the second type of

financial instrument into a position in the first type of financial instrument.

3. The computer network of claim 1, wherein the first type of instrument is

bond futures contracts, and the second type of instrument is bonds.

4. The computer network of claim 3, wherein the quantity of bonds traded by
the transaction processor is related to the quantity of futures positions approximately as:

amount of futures transacted = amount of bonds transacted
DVO1 for futures DVO1 for bonds
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4. The conputer network of claim 3, wherein the
guantity of bonds traded by the transaction processor

w0 g0wmsBted to the quantity of futures positi oPGI/US2009/030449
approxi mately as: amount of futures transacted =
amount of bonds transacted DVO1 for futuresDVO1l for
bonds WD 2009/ 089358PCT/ US2009/ 030449 5. The
conmputer network of claim3, wherein the bonds traded

by thé t r aheonPYisT PRty slain p ovharis dis bopdsteged by the
| .

s n%%*cﬁ%&?%é’{o? éﬂe RLE Yo g q g%%_g(&% %}?r%g%%l ?toctfg I&urﬁatlon of
3he wine f@ines.t he bonds t r aded by the transaction
processor are chosen to have a DVO1l approxi mately
equal to the DVOl1l of the bond futures. 7. The
conpuger NefRntbuRf nGv8ikBr SaintB & Rkdin IH®oRANHSd 5 2@Ed
by the transaction processor are selected by a party
tt@nsah@orbpypadsfou tugrebssen ontiava e DVO1 approxiateThejuglomphet [2Y01 of the
netig{k of claim1l, wherein the comunicating of

‘I's repeated fromtine to tine on a plurality
of occasions and as a conmponent of the contractua

rel ati onship anong the traders of the trading system
and t e tr 8 wegpytpseerprk of claim §, whedn therpoudseradeelyibr k
eEJ.PSIa\(;g n r%desvmgrégselgcet%:cho & A i 4 g/tto %he% {1&1 F‘Fures éo%g%ct The
conmput er networ k of cIa|n11 mhereln t he second
|nstrunents are traded for T+n delivery, then m days
| at er 8f or TherompPYET Repwpik of clpim 1Awfeﬁé«tlhéﬁ copgNBicREI Y
RSk ERResRleq R R SHRE oAk BEbE R hER L ipponcntof
ttioe ctomamt&uaﬂ hedatiooshib dmdngriestraiontaf dettmdagsngeh omtithé utdings
traders, and receiving 4acceptances of orders fromthe
tY4HUBrs to result in executed bond futures trades and
5resul tant bond futures positions; and 6fromtine to

time on a plurality of occasions and as a conponent of
the 9. The computer network of claim 1, wherein the first instrument is a

derivative of the second instrument.

10. The computer network of claim 1, wherein the second instruments are

traded for T+n delivery, then m days later for T+n-m delivery.

30



O 00 NN N W R W N =

—_ =
- O

7contractual relationship anong the traders of the
tradi ng system and the tradi ng system 8by conputer

w@eooghssssnig or selling bonds economi cal | y equi REl/881009/a30449

a trader's position in 9 bond futures and relieving

the trader of delivery obligations under the bond
futures 10contract, and |later reselling or

repur chasi ng t he bonds and reestablishing the delivery
110bl il hat i dmeethod, comprigipg therepsgthod of claim 11

wher ej ] [ ' ! t ot
day. Ot HEghf oRR o Ferf rdr R bl SRRERINER! L Hicaing
putecdra siadgthe borsEuturasgontsacpeainfong bed fataistiradérs tane reebiotg

of each tradi ng day, and the reselling or repurchasing
A8cepBPIS PhRige m%%\trécieﬁsetoaﬁ@h i“hij‘%‘ft‘?‘g%?élﬂ fletP%a frRRys ansy
1uidh BotBluhed RiitiGhahf 11 wherein tinme to tinme is
deternmined to nmanage risk held by an operator of the

t r adi frrgmgipst tertime on a plurdlity o be@asieishod aod caphnent o the
wherein i.ces. for rchase or sal.e of the bonds are
SebilL g ampraipBietdiy of be B ie D pEnds iiiegsem
&9 RbMPGESpurdhasidgér BB 86ndfecsoidii} quivdieit & Nurdddes position in
quantity of bonds traded by the transaction processor
ibeng¢ Bituxescandirglieying thyueaden afyelbfery ehligateans yadgr thedead futures

SOER BT s ATRURL uGhs BUBRARSh FNAOELALAE iy
engsiond\O 2009/ 089358PCT/ US2009/ 030449 16. The
met hod of claim 11, wherein the bonds traded by the
transacti on processor are chosen to have a duration

appr ox4 mat t ' - -
Fobur g Pl gl LISHEREAHER (e 1 §FesfRRY sohedsipd time
lénds traded by the transaction processor are chosen

to have a DVO1 approxi mately equal to the DVO1l of the
bond futures. 18. The method of claim11l

wherei® t hengadsy dcagdad2 bvnddig e RARRAGEY SeINhOEGREFHmed

are selected by a party to the bond futures contract.
about at the close of each trading day, and the reselling or repurchasing is performed

about at the opening of each trading day.

14. The method of claim 11 wherein time to time is determined to manage risk

held by an operator of the trading system.

15. The method of claim 11, wherein prices for purchase or sale of the bonds

are set to recognize profit and loss in the bond futures contracts.

15. The method of claim 11, wherein the quantity of bonds traded by the
transaction processor is related to the quantity of futures positions approximately as:

amount of futures transacted = amount of bonds transacted
DVO1 for futures DVO1 for bonds
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19. The conputer network of claim11, wherein the
second instrunments are traded for T+n delivery, then m

walagos/ogsser for T+n-m delivery. 120. A net hod, PCT/US2009/030449

conprising the steps of: 2on an el ectronic trading
system for trading assets of an asset type, executing
trades 3anong traders of assets of the traded asset
type, the traded asset type being a derivative of 4an
under 1§ ngTesaethod gfsdrimgf hargin fs boads traded Bihde gansgetion
FRTRAGNE o SRR Bhrok FARH) BRAN AR en oEhe bond
tfataresf erring traders' positions in the 7traded asset
type into positions in the underlying asset type for a
period of tinme, and |ater 8transferring the positions
in theyundedd ¥ihgh 486 1] RhdiEn BRYSnds e POSIE LR EctdA
the traded 9asset type. 21. The nethod of claim
dcessherre clipseth® hasseD VOV pepros mbehycqhal ttel fhe D rotf thaedtogd
nd the underlying asset type is bonds. 22. The
Pifdd of claim21l, wherein prices for purchase or
sale of the bonds are set to recognize profit and | oss

in the bond futures contracts. WO .
2009/ 03935BrPaTUSLUEYYi03 44 ras thePradsteadpbel Gf trensa¢tian

DroceWBEl L0406, YAt LL e %(f)lrcpf%[l]%ass ctorrlt?;%?.d by the
fransactton processor 15 refated to the quantity of
futures positions approximately as: anount of futures
transacted = anmpbunt of bonds transacted DV0O1l for

f ut ur é$DVOThFEmPYERERIwOork of clagm 1, whegeiprietierpne fnsepmens are
Zhied VP T Helfvbl?hﬁlgﬁ‘%agi %faé%r Y, LGl Egnsact i on

processor are osen t ve a duration approximtely
equal to the duration of the bond futures.

20. A method, comprising the steps of:

on an electronic trading system for trading assets of an asset type, executing trades
among traders of assets of the traded asset type, the traded asset type being a derivative of
an underlying asset type;

from time to time and as a component of the contractual relationship among the
traders of the trading system and the trading system, transferring traders’ positions in the
traded asset type into positions in the underlying asset type for a period of time, and later
transferring the positions in the underlying asset claims back into positions in the traded

asset type.

21. The method of claim 20, wherein the asset type is bond futures contracts,

and the underlying asset type is bonds.

22. The method of claim 21, wherein prices for purchase or sale of the bonds

are set to recognize profit and loss in the bond futures contracts.
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25. The nethod of claim 21, wherein the bonds traded

by the transaction processor are chosen to have a DVO1
wappposisat el y equal to the DVO1l of the bond fRCT/UER09/030449

26. The nethod of claim 21, wherein the bonds traded

by the transaction processor are selected by a party

to the bond futures contract. 27. The net hod of

cl aim20 wherein tine to time is a re%ul arly schedul ed

time &# dalhe method ofpipimphewhessin i ayrntey af bﬁnéfotra% BY &en
tt gssagtl['(gnfc}ﬂg%é %s?glat?ﬁgd %qudnﬁﬂgoﬁ* f{;}tﬁ{e c?cfi’@%gpré%maiéﬁ as:
r epur chasi sagouns offetui@aedc@l otiamatnttoh Bomgp annsagedf each
tradi ng day. DVl féSutufdde met hodpafo1 ebraonds20 wherein
time totine is determned to manage risk held by an
operator of the trading system 30. The conputer
net wobk of 1ied gl 2&c11en e ki ﬁle%g&r&a}ﬁbcﬂﬂy @S a&hsScne
traded for T+n delivery, then mdays later fTor T+n-m
abedcesser yre chab@d toAaned toakjoncpprexinsitalg edquakbtosheedsatoh of the bond
idurl ng tradi ng days, trading assets of a first type

W@ traders on an el ectronic 3tradi ng system 4at
about the close of trading days, transferring

positions held by traders fromthe 5first asset type
to pogﬁt i oRe methed febrond 1 agkpetin tfywénﬁarﬂidﬁ@bjsﬁhmmwctlon
RS A R B T S S
bacaies,from 8t he second asset type to the first asset
type. 32. The nethod of claim 31, wherein the
first asset type is bond futures contracts, and the
Seco n as S’g\#‘ ﬁlé/tﬁc?d (l)fsbla*?rﬁ Q(ii Swherein the boﬁé’igs tra-ﬁg(ﬁgmg H?ﬂjsaﬁfon
claim ereln prices for purchase or sale of the
kpmcdSOmresesmedthy arpaetg gnih eompl fofuirds camehet.oss i n t he bond
futures contracts.

27. The method of claim 20 wherein time to time is a regularly scheduled time

of day.
28. The method of claim 20, wherein the purchasing or selling is performed
about at the close of each trading day, and the reselling or repurchasing is performed

about at the opening of each trading day.

29. The method of claim 20 wherein time to time is determined to manage risk

held by an operator of the trading system.

30. The computer network of claim 20, wherein the underlying assets are

traded for T+n delivery, then m days later for T+n-m delivery.
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34. The nethod of claim 32, wherein the quantity of
bonds traded by the transaction processor is related

wo ooovlog93griant i ty of futures positions approxi NeCEUS208%030449

anmount of futures transacted = anmount of bonds
transacted DVO1l for futuresDVOl for bonds 35.
The nmethod of claim 32, wherein the bonds traded by

the transacti on processor are chosen to have a

dur at Pbn appiedadnegaiiing fieatert 6t he duration of the
bond I ~
o o e days, radiiOansck Bt STEMIEE Shor AU B8 un electonic
andinghpsan to have a DVO1 apprOX|nater equal to the
DVO1 of .t he bond fut nmet hod

cl ai mfEPoutiprrieset fra %%wastraflf%'aea PBﬁ}tl?‘ﬁéle{drbé(ﬁ’?gﬁfts frgp the
RirQ %&‘s%ﬁt?f)e @ \%sﬁ@ﬁs%%%&:ol@d’ asetR tl‘MVﬁl? sinfifr &%H&nfc%&fﬁ&énstlcs
contracft. 2009/ 089358PCT/ US20097 030449

Bhé net hod of claim31 wherein tine totine is a

regul ar | hedul ed_ti 9., The neth

o Oul B R GREInE O TR i diisterige e i g iRt baR from
PRy feodamskeaipeilo s fiksh&s@lgse of each trading day, and

t he reselllng or repurchasing is perforned about at

the opening of each trading day. 40. The net hod
of claim s . det
oancotr) S RAELT ML PR b L BT By

Q&mnihemnmh&ﬁﬁbmﬁm@&Q@amaﬁnmmhere|n t he second assets
are traded for T+n delivery, then mdays |later for

T+n-m del i very. 143. An apparatus, conprising: 2a
processgor,

Fepr osint ol Tona e SERB N2, et BhES st Y bARE fona
aky@emoﬁx@nmapmﬁammﬂmshmmmbomiﬂﬁnﬂumMan.the processor

i s programmed to:

34, The method of claim 32, wherein the quantity of bonds traded by the

transaction processor is related to the quantity of futures positions approximately as:

amount of futures transacted = amount of bonds transacted
DVO1 for futures DVO1 for bonds

35. The method of claim 32, wherein the bonds traded by the transaction
processor are chosen to have a duration approximately equal to the duration of the bond

futures.
36. The method of claim 32, wherein the bonds traded by the transaction
processor are chosen to have a DVO1 approximately equal to the DVO1 of the bond

futures.

37. The method of claim 32, wherein the bonds traded by the transaction

processor are selected by a party to the bond futures contract.
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7at a first predetermned tinme, converting each
position in the first type of 8financial instrunent

WO 200/08936%r r espondi ng position in a second typrCDS2009/030449

financial 9instrunent, and 10at a second predeterm ned
time that is after the first predeterm ned tine,
llconverting each position in the second type of
financial instrument into position in the 12first

type 6% fi Heeresthaed Qfﬁﬂmé&@fwrem HagtoAnesip p &¢tagly scheduled time
GP I sing: 2a processor, and 3a nenory, 4in which the
menory stores representations of a plurality of bond
futures 5contracts, in which each futures contract

defin a lon osition_and a short position; 6jn

whi ch %% he E‘Fed%%tg%‘?f cladm S oyhessREY PPE?BaS?%% orgelfipg iperformed
RE&HGL GE Uio&%% eﬁéH@adungﬂy &t kH&Qe&ﬁ&@ o %grcflé:ﬁdér@ﬁerformed
contract into a 8correspondi ng pai r of positions in
hbod 8¢ thanpendwtof sachdrmdimg dpy.edet ermined tine that is

after the first predetermned tine, 10converting each
pair of positions in the bonds into a bond futures

contrag@t . The method of claim 31 wherein time to time is determined to manage risk

held by an operator of the trading system.

41. The method of claim 31, wherein the second assets are traded for T+n

delivery, then m days later for T+n-m delivery.

43. An apparatus, comprising:
a processor, and
a memory,
in which the memory stores representations of a plurality of positions in a first
type of financial instrument;
in which the processor is programmed to:
at a first predetermined time, converting each position in the first type of
financial instrument into a corresponding position in a second type of financial
instrument, and
at a second predetermined time that is after the first predetermined time,
converting each position in the second type of financial instrument into a position in the

first type of financial instrument.
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145. A nmet hod, conprising the steps of: 2executing
trades of bond future contracts on a conputer-based

wappasesss; 3after a first predeterm ned time, PCT/US2009/030449

transferring a plurality of positions in bond future
4contracts into corresponding positions in bonds, in
whi ch each position corresponds to 5one bond future
contract, and 6after a second predeternm ned tinme that
is af ter tARARIFELS PGUEIEr mi ned tine, Ttransferring
each of 1. mpgﬁftlons in the bonds back into a
correspondi ng position in a 8bond future contract.

46. Theremeiyyod of claim45, in which the first

predeterm ned tine is approxi mately at the_end of
Fi vt i VEigh g DUFAIPTY SPIES RTOFAERNT Heh HUBRA@Y bond fhrured

RbREREEMMHIG b h fRurkScoARRY Gé‘ﬁr{é@& &dn % §§1t161h:§1dtéesﬁbﬂ9 Bés‘ilﬂm
of a second trading day, in e second trading

day |slwhehehocprce58t301tlsad>gmglmm1y01 hat is after the first
tradi ng da

whi ch T e A PRG AL G ey BT TBSaY REL T BBfget mo

chfréHbSncﬁ%dh&ﬁﬁoﬁsméﬁsQnE&fdﬁ%@Onm ng positions in bonds
conpri ses: for each of the positions in bond

future comtrgetsd f@é@teﬁmilfrﬁ thge Hatrigafites chel foet piesletgraimed ame,
t t
SR s e Bl 56 BB e FRerd e ol ai m

47, in which determ ning, for each of the positions in
bond future contracts, a respective bond conprises:
for e4th of MaedpesiBaLE PSR f ut ure contracts,

det er g%erg*]tg%rtpadpyé}looﬁé fiftlre b&RSES BRG c?ﬂ@ﬂer-ﬁ&@éd d aratug:

accepta fina ellTvery Into res ec
f ut ur eftaartrstpeddeteanided time, traﬁsfemega plundlity dstpopmenst inbosd future
in bond future contracts, determning the

CORFISE PHAGPIGPSRE ASISe I8 oPRdigingy %ﬁh‘?ﬁ‘%ﬁ?ﬁﬂtw& cgrresppRds to
JRPHOR fIBLE Mirg9UAl to the determ ned DVO1.

after a second predetermined time that is after the first predetermined time,
transferring each of the positions in the bonds back into a corresponding position in a

bond future contract.

46. The method of claim 45, in which the first predetermined time is
approximately at the end of a first trading day, and in which the second predetermined
time is approximately at the beginning of a second trading day, in which the second

trading day is the soonest trading day that is after the first trading day.

47. The method of claim 45, in which transferring a plurality of positions in
bond future contracts into corresponding positions in bonds comprises:
for each of the positions in bond future contracts, determining a respective bond

and a respective price for the bond.
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149. An apparatus, conprising: 2a processor, and 3a
menory, 4in which the nenory stores representations of

wa2pbossbsty of bond future contracts, 5in whi BOT/@82009/030449

futures contract defines a |long position and a short
posi tion; 6in which the processor is programmed to:
7after a first predetermned tine, for each bond
future contract, calculating 8a first price of bonds

based4®n t Hes Besher eflaindd. iaariheternimingetor e3chipg theygosifons in
%oﬁfhﬁﬁébgﬁﬂgglrs%gdgg%o&{§ﬂ§x§ d a sell trade for the

bonds at price, after a second
pr edet@rendhng thet josigiotshiabondfuafrt emnthdie dﬁaierrﬁihing a DVO1 of at least

predeterm ned tine, 11for each of the trades and
tOH% A thatyis a&a@%ableeﬁﬁ?f Hpgl ﬁ‘@hVeW ingp t{lﬁ{é”sl?ﬂcté‘ég'?%a hytig gontgact; and

secong,, L2gedf |thetﬂ’0§1@i§nﬁ9 ot ﬁlﬁﬁ@%t@é{y dte{eﬁﬁiﬁm% Qe Jo%spondlng
bonds at a second pri ce. 50. The appar at us of

doad by skectinga griddlaving e D00 cepovimaidy équalt tade detengmadie@]1.
t o: after the first predetermned tine, for each
bond future contract, close the bond future contract;

and afiyer Aﬂgmﬁﬁﬁgnanmﬁgggtern1ned ti me, opening the
bond future contract. 51. The apparatus of

cl ai mpgPcesser, i ch entering, with the clearinghouse, a

buy trade and a sell trade for the bonds at the first

price conpp?ses entering, with the

cl ear imghiotthe mesobpytores REL sdn@itionster aSlirlit§ 9e Béndefairedcontracts,
sell trade for T+2 settlenment for the bonds.
in which each futures contract defines a long position and a short position;
in which the processor is programmed to:

after a first predetermined time, for each bond future contract, calculating
a first price of bonds based on the bond futures contract and entering, with a
clearinghouse, a buy trade and a sell trade for the bonds at the first price; and

after a second predetermined time that is after the first predetermined time,

for each of the buy trades and the sell trades, entering, with the clearinghouse, a second

sell trade and a second buy trade for the bonds at a second price.

50. The apparatus of claim 49, in which the processor is further programmed
to:

after the first predetermined time, for each bond future contract, close the bond
future contract; and

after the second predetermined time, opening the bond future contract.

51. The apparatus of claim 49, in which entering, with the clearinghouse, a
buy trade and a sell trade for the bonds at the first price comprises:
entering, with the clearinghouse, a buy trade for T+2 settlement and a sell trade

for T+2 settlement for the bonds.
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WD 2009/ 089358PCT/ US2009/ 030449 52. The appar at us of
claim49, in which entering, with the clearinghouse,

wo b@9sgsend sell trade and the second buy tradeCTt/oR20091630449

bonds at the second price conprises: entering, wth
t he cl eari nghouse, a sell trade for T+1 settlenent and
a buy trade for T+1 settlenent for the bonds. 153. A

nmet hod, conprising the steps of: 2executing trades of
bond Pét ur BrecRipe Pclym 49, Kionhich aiergswih gls GirErehguse, the

?9(}‘0&18 Eelﬁtpafgl% gﬁ(q’]{ﬂ@g@o}fd B vl gorQlIE]e %Egé £t31t1e steE(ﬂﬁjil iJe g&ﬁ(prises:
or each of the positions 1 n the ond futur
cont r attisng, Hitktrercidaringiguse, 1 edirecit faeHicademed aad a buy trade

respective price for. the bond based on 6a price of the
Bﬂﬁﬁ”ﬁﬁF@WQQé 89S and 7transferring the position

in the bond future contract into a correspondi ng
8position in the respective bonds; and 9approxi nately

at t hé3.beghmritng, afmpaisme terstbps pAdi ng day, in which the
second 10t r adi.n ay.lLs the soonest trading day that

o o PP oY ek §uR0 OF o B a8
11pos hfedr@PsrokithateethB OROSt. 2 frddRURE by ifBiGadh SRBPRGIHOYSIn the
price of the bond and a respective price of the 13bond

fogrdfugure epntiagiet , and 14transferring the position in
the bonds (?e%ecrﬁlir{irlig Y regpe%t?\;erbeo%g M ail r%gpeet%% ﬁr{cg Ii]oritlli]e bond based on
a price of the bond future contract, and

transferring the position in the bond future contract into a corresponding
position in the respective bonds; and

approximately at the beginning of a second trading day, in which the second

trading day is the soonest trading day that is after the first trading day, for each of the
positions in the bonds,

determining a respective price of the bond and a respective price of the
bond future contract, and

transferring the position in the bonds back into a corresponding position in

a bond future contract.

54. The method of claim 53, in which transferring the position in the bond
future contract into a corresponding position in bonds comprises:

entering, with a clearinghouse, an trade for the bonds for T+N settlement, in
which N is an integer greater than ‘1°; and

closing the position in the bond future contract.

55. The method of claim 53, in which transferring the position in the bonds
back into a corresponding position in a bond future contract comprises:
entering, with a clearinghouse, an trade for the bonds for T+N settlement, in

which N is an integer greater than ‘0’; and
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15a bond future contract. 54. The net hod of
claimb53, in which transferring the position in the

whoovd/089358ir e contract into a correspondi ng posPCT/OR20091030449

bonds conpri ses: entering, wth a clearinghouse,
an trade for the bonds for T+N settlenment, in which N
is an integer greater than "1'; and closing the
position in the bond future contract. 55. The
met hoBPBfNECPaRaH D3 in thA Do WATE $Af3Fer ring the position
in the bonds back into a corresponding position in a

bond future contract conprises: entering, with a
cl ear bigholisanethsd dfrcdadha 580N wihivdy ttamfehsing dte pbsiblon in the bond
settlenent, in which Nis an inte reater than '0';

AP SORMCh GG hePTsaRINAINg Rotition jdo r?& Utre contract.

56. ThgeMRs Gz?cﬁ’ a@feadh lo{{@e5§1 trdd® FMACEbnEE RRFHRET kdiGedide

position I'n the bond future contract into a

cod neeslpdnuiamgenp@sth‘t pwitionnn the hrdsdsdeckpinicsemrregponding pepition in a

\i)n (? 2 cl e%rl ghouse an trade for the bonds for T+N+1
P4 TUE e RS MPHSRhi ch transferring the position in

t he bemeignd) ik aicRh@nghoGR! 412548 AsH iRGbdR@STok TON skiledetONd
future contract conprises entering, with a

cl ear imyghoudgs anintegergaeatdr dhant'@le bonds for T+N
settlenment, in which Nis an integer greater than '0'.
57. The nmethod of claim53, in which determning a

respest.i veThonethddsf ceanls3oh whivd deesihiningrsedpdetive®ohdfod each
future contracts, conprises: receiving, froma
oA fheyposidonsti thshapd Rt FtaevcPRBEsesa sel ection of a

bo nd I'e%elbﬁl tij?&n 5%%%51%&1 ﬁonﬁ ?&gre c%ét?acf‘a <&04| olalof3 a bond to be the

nput er m)ry, ng stored therer'n progr
|r®1s$tdt1ueborahs 2to cause an el ectronic trading system
to: 3comunicate orders to trade bond futures
contracts am)ng bond futures traders, 4and receive

accepggnceg t:Ql it Qﬁ{p%teff FrféHﬂoU"' ﬁa&ﬁg%q(?r&&? thieRid ﬁég&hﬁn ihdductions
execut ed bond futures

to cause an electronic trading system to:

communicate orders to trade bond futures contracts among bond futures traders,
and receive acceptances of orders from the traders to result in executed bond futures
trades and resultant bond futures positions; and

from time to time on a plurality of occasions and as a component of the
contractual relationship among the traders of the trading system and the trading system,
purchase or sell bonds economically equivalent to a trader’s position in bond futures and
relieve the trader of delivery obligations under the bond futures contract, and later resell

or repurchase the bonds and reestablish the delivery obligations.

59. The tangible computer memory of claim 58 wherein time to time is a

regularly scheduled time of day.
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5trades and resultant bond futures positions; and
6fromtine to tine on a plurality of occasions and as
wa2eongssent of the 7contractual rel ationshi p BODO§2009E30449
traders of the trading systemand the trading system
8purchase or sell bonds econom cally equivalent to a
trader's position in bond futures and 9relieve the
trader of delivery obligations under the bond futures
cont r 8¢t , Hifcangihle porprrsd|neniquy pf ¢laipue hereinithferusdhiaeiae or
l.Lver
30t RREMBRS ok P LY OBl A3k o0 ;hs?%e%. o
trépuechiagingis pedorngd layous atrae opedchgtof pechafadidgay. WO
2009/ 089358PCT/ US2009/ 030449 60. The tangible
conputer nmenory of claim59, wherein the purchasing or
selligg i STIEE%E&[EIQ”@%&R&%enﬁﬁy b1 Gaifr] RSEheRfin BRE R time is
tradi ng day, and the reselling or repurchasing is
pletefroineded nedmogrt riskthetdhy appperatogofthe gading sys@oi. ng day.
61. The tangi bl e conputer nenory of claimb58 wherein
time totinme is determned to manage risk held by an
oper aor ofndhgibie é&hﬁlﬁer%&ﬁ&ﬁbf claim 58, @/Kerelﬁr}‘)ﬂcés&"ﬁﬂfblﬂ(l:lﬁse or
conmput er menory of claim58, wherein prices for
ple ohts bowsls areaietogfcogmae profitrnddess insée bpwsl fubeesgantpasts.
profit and loss in the bond futures contracts.
63. The tangi bl e conputer nmenory of claimb58, wherein
t he qeantiThe wigitlesélspdisratt@ibrpyf didig 38 ahsd@tthedduantity of bonds
processor is related to the quantity of futures
ﬁ@é@q '?Ydh% Ul pGtioR iPFASEBPIAS EdatedyiRihpriuaptity Pfifulipresspositions
%E EE}QI = amount of bonds transacted DV0O1 for
ur es O%I.S for bonds 64. The tangi bl e conputer
menory of ahainnvGSBurasheneicted t-hembomas bérrdadeskatryd t he
transaction prgogggerfufk® chosen DWoh@mdoadduration
approximately equal to the duration of the bond
futures.

64. The tangible computer memory of claim 58, wherein the bonds traded by

the transaction processor are chosen to have a duration approximately equal to the

duration of the bond futures.
65. The tangible computer memory of claim 58, wherein the bonds traded by
the transaction processor are chosen to have a DVO1 approximately equal to the DVO1 of

the bond futures.

60. The tangible computer memory of claim 58, wherein the bonds traded by

the transaction processor are selected by a party to the bond futures contract.

67. The computer network of claim 58, wherein the second instruments are

traded for T+n delivery, then m days later for T+n-m delivery.
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65. The tangi bl e conputer nmenory of claimb58, wherein
the bonds traded by the transaction processor are

w@bh@smse3s® have a DVO1l approximately equal to PEEUEMDY030449

of the bond futures. 66. The tangi bl e computer
menory of claim58, wherein the bonds traded by the
transacti on processor are selected by a party to the
bond futures contract. 67. The conputer network
of cl &%-m 58 fangihds GIPULeH 1CBEe Aty IRGIerPY erFisPragram Ry epns
f + IWery .. days later for T+n-m
é(gFa}u\g%%hyagétﬂfglg.t%dltngﬁgi&t?ﬂé)'corrputer menory, havi ng

st or edxdchie tadas aproag rraderd ofskdetsaff il@nmdet osa ayeethamaded asset
el ectronic trading systemto: 3execute trades anong

YRS PEINS ad‘f“’“%’é’féf’gano‘fndf’%n% Padé¥easset type, the traded
asset MRt BeinRind aéjz_%drf{]ﬁ)tngﬂ/t%f B cBftrdd RAERIMONEipBRRBE the

type; S5fromtime to tine and as a conmponent of the

¢d¢rs aCthe arhdings yateinomd iepradimgrsgst¢thgradsieauiees’ pésittonein the
tradjn stem and the trading syste transfer. .
S DR e b i ok b B B EL R ot b G pige. and ter
RARITED (B Sosi tdnt RhendindieAiME RGe@$S@E bickRRo beditichs REtht @ddefasset
time, and later 8transfer the positions in the

uyrger | yi ng asset clains back into positions in the

traded asset 9type. 69. The tangi bl e conput er
menory of claim 68, wherein the asset type is bond
futures comidtagdise canshtdrigenorger dyngg, aasein the/Beet kype is bond
bonds. 70. The tangi bl e conmputer nmenory of claim
dorurehRtErts, a9f itheaderbiingnypet hpg ds Rmdsal e of t he bonds

are set to recognize profit and loss in the bond

futures contracts. 71. The tangi bl e computer

menor §0.0f Theathmpild® comnadrenamdrnef daianidi, tvereiln pbiogsdsr purchase or
traded b%/ t he transaction grocessor is related to the

qfant e PO AFUELPEEOBHET POERE IR IbYF REREIHPr ELON i unt

of futures transacted = anpbunt of bonds transacted

71. The tangible computer memory of claim 69, wherein the quantity of bonds
traded by the transaction processor is related to the quantity of futures positions
approximately as:

amount of futures transacted = amount of bonds transacted
DVO1 for futures DVO1 for bonds

72. The tangible computer memory of claim 69, wherein the bonds traded by
the transaction processor are chosen to have a duration approximately equal to the

duration of the bond futures.

73. The tangible computer memory of claim 69, wherein the bonds traded by
the transaction processor are chosen to have a DVO1 approximately equal to the DVO1 of

the bond futures.

74. The tangible computer memory of claim 69, wherein the bonds traded by

the transaction processor are selected by a party to the bond futures contract.
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DVO1 for futuresDVOl for bonds 72. The tangi bl e
conputer nenory of claim69, wherein the bonds traded

Wb 000089358 ansacti on processor are chosen to haR€T/aS2009/030449

duration approxi mately equal to the duration of the
bond futures. 73. The tangi bl e conmputer nenory
of claim&®69, wherein the bonds traded by the
transaction processor are chosen to have a DVO1l
approxi mately equal to the DVO1l of the bond futures.
4. T t j gmlﬂh I a’i’iﬁﬂ? | &l m. '

t he bZﬁdsaﬁggg%%mgg t eg??ansaé%?%%“%ﬁg%%%gggwgyé&ghQ
sedubelyachedyledtiparnf yayt 0 t he bond futures contract. WO
2009/ 089358PCT/ US2009/ 030449 75. The tangible
conmputer menory of claim68 wherein tine to tine is a
r egu! agly f@l@ﬂg‘i’l&l@ gorhﬂnﬁ& n‘ﬂafm(gfxf; claim 68, wﬁ@rein?[llﬂeepurchasing or
tangi bl e conputer nmenory of claim68, wherein the
peltichagerigned abalt lai theclose @endhgradeg dapond thetreseHmgol ose

of each tradi.n ay, and the.reselling or repurchasing
Peouidnns bttt A Hhe Bk eng brPdughet radi g day.
77. The tangi bl e conputer nmenory of claim68 wherein
time totine is determined to manage ri sk held by an
oper a’'6r ofhetargible geinpigergyemasyrpf claim 68 wigreimpae topetser
etwor k. of claim68, wherein the underlyi assets are
QARG Bl el Ry IR Bt A K, &7 T
delivery. 179. A tangi bl e conputer nenory, having
stored therein programinstructions 2to cause an
el ect ¥oni cTRERHIPHIT BSFE P& Al £l9im 8urhiersdn e gaderlying apests are
- r raders on an
e I R e e R LA
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type Ravi nd) WiefRlq Sinstss AHCE > BRARGLSTE] feteiTrogtamgnsygtions

bOMke Al Be RRARIAGINEEysten@@t Ng days, transfer the
traders' positions back fromthe 8second asset type to

t he f dwrstg ts@dggtdayy p@de assets of a first type among traders on an electronic
trading system;
at about the close of trading days, transfer positions held by traders from the first
asset type to positions in a second asset type having similar economic characteristics; and
at about the opening of trading days, transfer the traders’ positions back from the

second asset type to the first asset type.

80. The tangible computer memory of claim 79, wherein the first asset type is

bond futures contracts, and the second asset type is bonds.

81. The tangible computer memory of claim 80, wherein prices for purchase or

sale of the bonds are set to recognize profit and loss in the bond futures contracts.
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80. The tangi bl e conputer nmenory of claim 79, wherein

the first asset type is bond futures contracts, and
wo b@ospesend asset type is bonds. 81. ThBCT/US2009/030449

tangi bl e computer nmenory of claim 80, wherein prices

for purchase or sale of the bonds are set to recognize

profit and loss in the bond futures contracts. WO

2009/ 089358PCT/ US2009/ 030449 82. The tangible

conputer nenory of claim80, wherein the quantity of
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The tangi bl e coqputer menory of claim 80, wherein the
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to have a dur 8M0dhordpiwresxi mat el yD¥QU&r beadst he dur ati on

of the bond futures. 84. The tangi bl e computer

menory of claim 80, wherein the bonds traded by the

t r a3ts actTihe mangibtccemgparer alemoghad<im 80, wigeven ehe Dilds traded by the

pproxi mately equal to the DVOl of the bond futures
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bordd¥gtuRQNds traded by the transaction processor are

sel ected by a party to the bond futures contract.

86 The tangi bl e conputer menory of claim 79 wherein

uIarI cheduyl.ed ti. f day.
e TS et L PEP oSS gP- iy Gonditited by the
traﬂsﬁ@uoﬁ L}bf&:@ﬁﬁl‘ 08 cl¥sers@ b ODVB1 r&ﬂfnﬁ@@ RARAW 1RDVANSF the
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89. The tangi ble computer nmenory of claim 79, wherein
traRspeios PEQSATORAS erlestedrby anagy &xthe bendifapredePRtiasky, then m

days later for T+n-mdelivery. WO

2009/ 089358PCT/ US2009/ 030449 FI GURE 4

86. The tangible computer memory of claim 79 wherein time to time is a regularly

scheduled time of day.
87. The tangible computer memory of claim 79, wherein the purchasing or selling
is performed about at the close of each trading day, and the reselling or repurchasing is

performed about at the opening of each trading day.

88. The tangible computer memory of claim 79 wherein time to time is

determined to manage risk held by an operator of the trading system.

89. The tangible computer memory of claim 79, wherein the second assets are

traded for T+n delivery, then m days later for T+n-m delivery.
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