1 Price Improvement in Electronic Trading Systems 5 This invention relates
to electronic trading systems, and in particular to the use of price
improvement (PI) in electronic trading systems. It is particularly concerned
with price improvement in systems in which different trading parties see
different versions of the market due to factors such as credit. Price
improvement has been used in the financial markets for many years 10 and
refers to the filling of an order at a price between than that bid or offered.
Price improvemgprﬂ"@ lRpevament inEleetoniculiading fivgtatasket. From
the point of view of the taker, sometimes referred to as the active trader or
aggressor, price improvement occurs when the taker receives a better than
requested price. In an equities market this may he due to the order being
fulfilled 15 through a source that is prepared to trade at better-than-market
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prigaAiscEaRsedrsliohtly to increase the chances of getting dealt. An 5
example of maker price img),rov_ement is a system or%erated by eSpeed Inc of
New A version of taker price improvement’is implemented as‘an anonymous
trading system operated by EBS Dealing Resources, Inc of New York USA to trade
foreign exchange spot and precious metals. The EBS system, which is used very
20  widely in the Interbank market, considers taker orders to be limit orders. This means
that they are considered to be buy-up-to or sell-down-to orders rather than buy-at or
sell-at orders. When the system finds a match, and there is a difference between
buying and selling price, the difference is given to the taker. Done deals are

displayed to the taker in a deals panel on their workstation and a price improved

25 dealis indicated by an icon (a smiley “© ” ) next to the deal as shown below:

Time Buy/Sell Amount (Million) Rate Deal Code CCY
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York USA and described in GB-A-2,389,687. The eSpeed system allows the
maker to improve his price by a range of pip fractions, called Pl increments.
Other traders can tell a price improved order by a Pl icon (a diamond)
displayed next to the order. A party who includes price improvement in their
order is referred to as the PI 10 contributdr while a party acting on a PI price
is referred to as the PI recipient. Both parties benefit as the Pl contributor is
increasing their chances of being dealt and the PI recipient is %t;:;tting a better
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th(?'noves from a bid/offer state to a trade state when a trader hits or lifts a bid/offer
20  posted by another trader. That hit/lift price becomes the touch price of the market for
the selected item and the market becomes active for that item. A price improved
bid/offer has a price that is improved with respect to that touch price. The touch price
is a price that is seen by all traders in the market.

Once a price improved order has been dealt, the eSpeed system distributes

25 atleast a portion of the difference between the touch price and the price-improved
order price between the parties to the trade and the system host.

A further example of price improvement in electronic trading systems is
disclosed in WO2004/045214 of Boston Options Exchange. This application
discloses conducting rapid automated auctions in which participants can provide

30  price improved orders. As with the eSpeed system, the price improvement increment
is smaller than the minimum price variation of the instrument being traded. Price

improved orders may be submitted during a limited time period and are defined as



market place. 5 WO-A-01/57752 of OM Technology AB discloses a trading
system with an automatic price improvement. Although the idea of
implement price improvement is attractive to the foreign exchange markets,
the technical solutions proposed in WO-A-04/042514, GB-A- 2,389,687 and
WO-A-01/57752 are unworkable in the Inferbank foreign exchange 10 (FX)
markets as the concept of a touch price does not exist. Unlike the equities
markets, the dealable price that is available to an F/X trader varies
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as Teeignanner in which prices are credit-filtered prior to distribution to trading floors is
described in US 5,375,055 (Togher et al.).
20 From a maker’s perspective, a quote submitted on the EBS system might be

the best quote, and first in line to be dealt, on almost all trading floors in the system,
even though it is worse than both his dealable price an the best price on the system,
which could be entered by a party to whom few trading floors extend credit.
Thus, a marker at a large bank may see a dealable price of 33-34 (bid-offer)
25  on his EBS display but could submit a bid of 32 and be dealt immediately, even
though his dealable price remains unchanged. In this case the 33 dealable bid price
was submitted by a smaller bank that has credit with a limited number of floors.
Many traders in the system saw a dealable price of only 31-34 and a best price
(which is not credit screened) of 33-34. This makes the makers bid of 32 attractive
30 and it was taken immediately. This situation is common in credit screened markets
and illustrates that there is no concept of a market touch price and so no possibility

of price improvement with respect to touch price.



necessarily unaware of the whole market in a credit screened system. There
are ways in which the maker can gain information. The first is by looking at
the done deals on the makers display. This shows all deals that have been
executed on the 5 system regardless of credit relationships and by observing
where other trades are taking, the maker4may gain an indication of the
proper quoting level. The deals panel shows lowest bid that was taken by a
single sell order, the lowest sell that was dealt in a single time slice etc.
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only apply it when'it Is necessary. The present invention aims to address

these essEMiafgaadierraipRslescrisesianie prré2inddravesdmpismented on

impiermeyed dAPsgsesi aﬁaeieneféifadﬂegrswéeﬁerkaﬁaBm@di budhe. Pmesepstem
invention owd s a met dan apparg tus for pr ing price.improvement
whlcq ]lcanﬁfz)eerﬂ%e (\5vrr1] Bit eer Ot ree%esd%or%gn t%reg‘{) %Cc;etg‘lggg?rada r{:g
15 sysignificanhedrasniaios ¢ét§1eé@¢tmm&qq>sewtymlaldfefm:crbedwslembemtiedhe

With@niPRYBUD RACSITHRr QY¥EM &N P@d%%ﬂﬂﬂﬁéﬂwm%ﬂéﬁftmi%alable
|mprovement 30 needed to im g)rove a quote's position in a queue of quotes to

beRjicaIfiERRYed QP MRS MtkSIBlRY to deal the quote, a second
measure dhpsicEthopgbveisdasjrtide temiprrocennppiceiemevesaanben a credit

Ca@(’?\‘l@éﬁgd T@@iﬁ&%iﬁ?t”@@ %Vﬁglﬁ%tilié:bm?nechanism for doing so due to the
20  absence of a touch price and the distribution of different dealable prices to different
trading floors. Furthermore, for price improvement to be attractive to users the
system must only apply it when it is necessary.
The present invention aims to address these essentially technical problems
to enable price improvement to be implemented on a credit screened trading system.
25 Broadly, the present invention provides a method and apparatus for providing
price improvement which can be used on either credit-screened or non-credit-
screened trading systems.
The invention resides in the use of bid and offer orders submitted with a
maximum price improvement, being the maximum amount of price improvement
30 needed to improve a quote’s position in a queue of quotes to be dealt. Once a taker
hit has been found to deal the quote, a second measure of price improvement, the

dealt price improvement can be calculated. The dealt price improvement is the



5 amount of the maximum price improvement that is actually needed to
improve the quotes position in the queue. This may range from zero to the
full amount of the maximum price improvement indicated by the maker. In a
non-credit screened system, where all quotes are available to all 5 potential
takers, the dealt price improvement (DPI)SWiII be the same for all takers.
However, in a credit-screened market, individual quote queues are prepared
for each trading floor on the basis of their credit, bilateral or otherwise, with
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offer queue. 30_In credit-screened electronic tradi,ng systems it is cystomar
to B gl. The DPl is preferably calculated in pricé improvement units, a uni
being a fraction of the smallest increment of the fungible being traded.
Embodiments of the invention may be used in any trading system trading any
20  tradable product. It is particularly advantageous for trading financial instruments
such as, but not limited to, foreign exchange currency pairs. Such trading systems
may be anonymous or an open system in which the identity of makers and takers is
known prior to execution.
The dealable price improvement may be calculated only for the best quote in
25 aqueue or for all quotes in the queue. The dealable price improvement may be
calculated as the number of time inverted quotes in the quote queue at the same
price, a time inverted quote being a quote higher in the queue than an earlier
submitted quote at the same price.
The quote queue may comprise a separate bid queue and offer queue.
30 In credit-screened electronic trading systems it is customary to charge the
taker a fee. Makers are not charged thereby encouraging makers to enter quotes

and increase the liquidity of the system. Preferably, makers are charged as if they
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taker a fee. Makers are not charged thereby encouraging makers to enter
guotes and increase the liquidity of the system. Preferably, makers are
charged as if they 6 were takers where a price improved quote is dealt.
Preferably a flat fee is charged to the maker by the system operator. The

DPI of a quote is preferably determined o?ily from the quote and other quotes
following the quote in the quote queue. The magnitude of the DPI is 5
dependent only on the identity of the trader taker floor, and even this will not
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differentiation takes the form of an icon displayed proximate the quote.
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via trader workstations with a host computer _
Embodiments of the invention will now be described, by way of example, and

with reference to the accompanying drawings, in which:

Figure 1 is a schematic view of a system on which the present invention may
be implemented;

Figure 2 is a view of a bid queue including a price improved bid;

Figure 3 is a simplified view of the queue of figure 2;

Figure 4 is a view of a more complex bid queue; and

Figure 5 is a view of the bid queue of Figure 4 after credit filtering.

The method and system to be described is suitable for implementation on
any credit screened trading system. Various examples exist in the art of such
systems, including EP-A-399850 of Reuters Ltd, which discloses a centralised host
system in which traders communicate via trader workstations with a host computer
which holds credit, performs order matching and executes deals. US 5,375,055
mentioned above discloses a distributed matching system in which matching takes
place at arbitrator computers but actual credit limits are held at bank node

computers. A yes/no credit matrix is stored at market distributor computers which are



which holds credit, performs order matching and executes deals. US
5,375,055 30 mentioned above discloses a distributed matching system in
which matching takes place at arbitrator computers but actual credit limits
are held at bank node computers. A yes/no credit matrix is stored at market
distributor computers which are 7 arrangsz between the bank nodes and the
arbitrators and which are responsible for credit filtering of quotes on the
basis of the matrix and for the formation and distribution of market views to

tradifRy 980 RENGBRHE RaRin9des M atrikaiareariasdish airicgsronsible for
desgasthemtarmhigisioyliotd Sysien bssngot thetwathxad iy eddnigerfoaastnandnich

2 bigking dode caes maishing. derket derbuign and feal.og 1
execution functionality. Hybrid systems also exist in which the broking node

coMéeptl /BB Hetonhirhtdesfitecthe dRititiedsysisrarrshiamnsyPaE Draling rpdes
5 Eyﬁﬁqmi@%&ﬂbrmiE@gmtaelcmwvishisghﬁ»ataﬁhﬁgmr&& %@ﬁf?mmﬁ%ﬁ@ a\:;iﬁn a
rokKing no Via g W, y . e proker communicates Wi a siore
e R B RS R AR SN TS . g S poncet
feaslindetpistsfociomphet elis tlibalts de vidam felddSThatts, 285at Snetreleystem is shown
tragligyllpors RSN &5 SBIEBINRRh AR SINANZobRAGRBLEERS via o

clients’in turn communicate with back position keeping systems 28

|n&@f&ﬂ’&h’tf‘é‘diﬁ'@e\%?l@f&%ﬁ@%céﬁﬁa‘ﬁi%arSB% SrrrERiferd a%ew S
10 thavibrokelirdpflesdoEsdltiedr fekag doer dmsndsteatootemmiplatdd B892 fofaeal

CarLLy %ﬁém %%?%JQSJ%F@E%L%S%@%?@%%? SQE%Sr@‘@%QH Qts?tlﬂa%al store

market utor and loca es o Istributed System o

5,34, 05 dadl RebeliNg i &UroroorBErEYaae pHbdarkRBSItion kerRinthiystems
subgissNL g dlRial vhRbfitRiR R4 RAR MG flSoio matiaraentifesagnith the

credit limits and set ent.instructions. The price impr t calculatjon,.
e RS AR RO DR DU A AUl LER 28 fiach [abng
15 enflsodirhesty afeht2medemsibersionedimelistriasitbe toankst gisttibutar and local

aArGRiIRGHeER ABF A ARMRIPaBIR 10538 (35 iamasespuhesidhave didsing
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guote has been submitted.
20 = The embodiments of the present invention are not limited to any particular

architecture and may be implemented on the systems described above and on other
systems.

In the following description, a number of assumptions are made as to the
functionality of price improvements. Thus, the price improvement mechanism

25  enables market makers to specify a maximum price improvement (PI) for a quote,
and to modify this maximum PI after a quote has been submitted.

The system calculates the actual deal price improvement in the way most
beneficial to the maker. Thus, if the maker’s quote is the only one available to the
taker, the taker receives no improved price by taking the quote regardless of whether

30 the maker had price improved the quote. In general, the system restricts the degree

of price improvement to that necessary to increase the quote’s dealing priority.



The system calculates the actual deal price improvement in the way most
beneficial to the maker. Thus, if the maker's quote is the only one available to
the taker, the taker receives no improved price by taking the quote

regardless of whether 30 the maker had price improved the quote. In general,
the system restricts the degree of price i§1provement to that necessary to
increase the quote's dealing priority. 8 The system indicates when a price
improved best dealable price is available to a taker. This indication may be bgl
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rules minimjse the actual dealable price improvement. Thus, DPI is the
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tragngoBYSEETRSHO RE pRaL P%%%QH&R{UH?@W 4y BERWBEANF 58,
considering which quote should be dealt, price
1/10,000™ cents.

20 MPI represents the maker’s willingness to pay up to that price improvement
to secure a deal. The system’s dealing rules minimise the actual dealable price
improvement. Thus, DPI is the actual price improvement that was required to
improve the quote to have it dealt in preference to other quotes.

It is usual for quotes in FX anonymous trading systems to be dealt by

25  price/time priority. This means that in considering which quote should be dealt, price
is the determining factor. Where prices are the same, the earliest submitted quote
takes precedence. In the present embodiment, quotes are ordered in the market
book by quote price, maximum price improvement and price submission time. Thus,
there is price/MPI/time priority. This means that where two prices are the same, the

30  price with the greater MPI will take precedence in the order book even if it is the later



is the determining factor. Where prices are the same, the earliest submitted
quote takes precedence. In the present embodiment, quotes are ordered in
the market book by quote price, maximum price improvement and price
submission time. Thus, there is price/MPI/time priority. This means that
where two prices are the same, the 30 prﬂ:e with the greater MPI will take
precedence in the order book even if it is the later 9 of the two quotes.
Quotes are therefore ordered by the maker's willingness to improve the price
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screening. Within a credit s environment this is the same as al
tra@ﬂﬁ@qﬁ@g%@@%ﬂlmg"@ﬁ&wp%%w Hthigy MPe‘ set by the
prigedpdPl/time ordered quote book, the DPI of the 20 quote is calculated as

follows: 1 {asq% foII I([jll gwp ?%ﬁgprl% EIC ;yélfh qtgascﬁéaé? ?reened

will be the Lot8 |n e queue a Jevar: erwise, i
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the DP] of the next quote plus gne
credit screened environment this is the same as all trading floors granted credit to

each other.

For a quote “Q” in the price/MPI/time ordered quote book, the DPI of the

20  quote is calculated as follows:
1. If a quote following Q has a worse price, the DPI of Q is zero. Q will
be the last quote in the queue at this price level.
2. Otherwise, if the time of the next quote is greater or equal to the time
of Q, then the DPI of Q is the same as the DPI of the next quote.

25 3. Otherwise, the DPI of Q is equal to the DPI of the next quote plus one
Pl unit.

This definition is recursive in that it defines DPI in terms of the DPI of the next
quote. An equivalent non-recursive definition states that the DPI of a quote is equal
30 to the number of time inversions behind the quote at the same price level. A time
inversion occurs when a quote with a higher MPI immediately precedes a later quote

with a lower MPI.



P1 unit. This definition is recursive in that it defines DPI in terms of the DPI of
the next quote. An equivalent non-recursive definition states that the DPI of a
guote is equal 30 to the number of time inversions behind the quote at the
same price level. A time inversion occurs when a quote with a higher MPI
immediately precedes a later quote with & lower MPI. 10 This approach to
calculation of DPI will now be explained with respect to figures 2 to 5. in

these examples, the currency pair beingBtraded is Euro/US Dollar
(EUR/USD) 8 38RMANIRS emeiPBhwilsngy Be eransbwiosspect to

ceftfurd$ B tamynasgERaspibastid QurintywilioBdird trhbedSy ters/SS DibiRr
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indicating that their submitters did not wish to take advantage of price .
imBreRRIIREtaH, Balifisiarmeesprdriaden %ﬁﬁ%@rﬁﬂ&%&f%%ﬂ@bﬁm”ce
10 of timeeopreuity, theaovd evarknepyvaids wsiing b e sBLthe 3 GetHowbadows. diddris price
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qubiess) anel mehe iafeME hreaese iRdisating thaktogigaebeitenndid, Tobwgt) te take
DRiBamdydsppricsipnprot/eaieme determined that DPI(C) = 1 Pl unit as DPI
(C) =DPI(A) 20 + 1 Pl unit. Using,the non-recursiyve definition, it cap pe seen
that there 1 G115 B U T oM SnaL & BRGfch e Giece
15 givendavorR| usiwaritscasinge geer] that sgieomiRbofe. duoteRyadisRié (Burmbes aff

timg xRS IQnsiehing the suotsiat the isaBeRIIGEIRVE! the queue at this price
level. From rule 2, DPI (A) = 0 as the time of quote B, the next quote is greater than
the time of quote A. Thus, DPI (A) = DPI(B) = 0.
From rule 3, it can be determined that DPI(C) = 1 Pl unit as DPI (C) = DPI(A)
20  +1 Plunit.

Using the non-recursive definition, it can be seen that there is only one time
inversion, between quotes C and A which again gives a DPI of 1. It can be seen that
the DPI of a quote equals the number of time inversions behind the quote at the
same price level.

25 Thus, the actual deal price of C is:
1.2345 + 1 Pl = 1.2345 + 0.00001 = 1.23451

The transaction cost to the maker is 10 EUR per million USD plus transaction
cost.
30 For calculating DPI one only needs to consider quotes at the same price
level. In the following examples, shown in figures 3 to 5, the amounts and prices are

omitted. Submission times are also omitted and submission order indicating using
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25 Thus, the actual deal price of C is: 1.2345 + 1 Pl = 1.2345 + 0.00001 =
1.23451 The transaction cost to the maker is 10 EUR per million USD plus
transaction cost. 30 For calculating DPI one only needs to consider quotes at
the same price level. In the following examples, shown in figures 3 to 5, the
amounts and prices are omitted. Submiddion times are also omitted and
submission order indicating using 11 ascending lettering A, B, C etc. These
inversions are indicated by a thick line between quotes. Thus, the example

of AFERBINERtSERINAp Ridd Aew esHRYFIoRR PeeINiGRIeS Ry asdnlB€ line
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higher MPI than all quotes other than A. Using rules 1 to 3 it can be seen

tha&rﬁﬁ@lre@@,%,W?@%W?%%OQEBP@HP@, Aq%%e’?“[?iéﬁ@i fitsha0d B Bicor 1
andigheiesIA and $b haviaiasRiPthef dplofaiewsdiabritbgude Hreguites that

o IEITISRETHHIE e EBRRATRTEL RS Bebond bt f ReT e e
DEhaR gt quotee FIRAG Gharacteristics of DPI calculation can be drawn
form the alivg r@¥amplesit28nlbd Becordeing Rt e, qQUEtedIHRYE e a DPI of 0,

PriceME|jime, s [dsatical o priceiDEIIme, The deal ordecindyding DEL .
musSt be strictly dealt-"price/time but the conversion from | 't0 oes not
affaded semueses that DPI (1) = 0 and rule 2 requires that DPI (B,C,F) = 0. DPI (E) =1
by rule 3 and so DPI (D) = 1 by rule 2. Similarly DPI (H) =2 = DPI (D) = 1 Pl and DPI
(A) =DPI (H) = 2.
The following characteristics of DPI calculation can be drawn form the above

examples.

1. The ordering of the quote queue by price/MPI/time is identical to
price/DPIl/time. The dealt order including DPI must be strictly dealt-
price/time but the conversion from MPI to DPI does not affect a quote’s

order in the queue.

2. The DPI of a quote can be calculated from the knowledge of that quote
and following quotes only. Knowledge of quotes higher up the queue is
not necessary. This may be thought of as the maker paying to improve

his position in the queue.

3. A quote’s DPI is independent of the size of a potential take. This enables

the DPI to be calculated statically by examining the dealable quote



order in the queue. 25 2. The DPI of a quote can be calculated from the
knowledge of that quote and following quotes only. Knowledge of quotes
higher up the queue is not necessary. This may be thought of as the maker
paying to improve his position in the queue. 30 3. A quote's DPI is
independent of the size of a potential takt This enables the DPI to be
calculated statically by examining the dealable quote 12 queue. Itis
irrelevant to the calculation of DPI whether the quote is dealt in a single

transaction ofl4e4rilkiSdrelpvariria s arifuiRion s RbpERIN B RIOiRdS dealt
DFPI value tm@ﬂgwwé@t@ke&w@@&m@mak&ﬁas@étaﬂ@ms property

Similarly, a quotgis %} 9 @%Qdd.s s FQ%&%{%etHé%}ea?arm%”
the size of quotes eit &r side 0 ote gueue.
partially deal®ri¢® DPI should remain the same. Two quotes submitted for

5 smaller amounts should have the same DPI as are large quote. 10 5. A
quote DPI S onI on 0 uotes at the same nomina
e prove TG SR Sun VB RAERER 0 L S &t ohy anasel o
worse pricesas thelsvamf thnescpJﬂm Bik. oF il nfth e tesgheuebibus of Rloigote

to enable a maggriogLahaad QﬁPQTH%hMFﬁ%ﬂ%Q%éﬁ@er% BleRs"dubitted
time of matching, the price of the matche er?{}jé)te is aways the best possible

so that a o SriBARp AR UIINBYShaSRE MRIAsPET [arae quote.

10 improved quote if the price improved quote is at a worse nominal price. 20 6.

A quote's DPA %B%‘QEBP Thtlme YR WS RE‘? LBl @éﬁhi%ré@fhéhﬁ)

absolute times or magnltu tervals between quotes
calculated foP@iBtESANAMOYAEEREGRIS bR @TRBENGS  Ahaksesee of quotes at strictly

better or worse prices is irrelevant to the quote DPI. This follows as the
object of Pl is to enable a maker to get ahead of other quotes at the same
15 price. At the time of matching, the price of the matched quote is always
the best possible so that a non-price improved quote will be matched
instead of price improved quote if the price improved quote is at a worse

nominal price.

20 6. A quote’s DPI depends on the relative time order of quotes rather than

the absolute times or magnitude of time intervals between quotes.

7. DPI can be calculated for quotes at all price levels and not just the best
price.
25
The foregoing discussion has considered DPIl and MPI in a non-credit

screened environment for the sake of simplicity. The technique is also suitable
for application to credit screened markets. In such a market, each trading floor
can only deal on the subset of the global market book consisting of dealable

30 quotes. These quotes form a dealable queue which is a sub-queue of the global

queue as the global queue is determined by price/MPI/time.
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price. 25 The foregoing discussion has considered DPI and MPI in a
non-credit screened environment for the sake of simplicity. The technique is
also suitable for application to credit screened markets. In such a market,
each trading floor can only deal on the subset of the global market book
consisting of dealable 30 quotes. These &%Jotes form a dealable queue which
is a sub-queue of the global queue as the global queue is determined by
price/MPl/time. 13 The dealable queues are formed by the trading system
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prograpyme e a4tgRaies St irsiReesidR. %fwéﬂéoﬁﬂbbaﬁ'm%?&r%ote

broker 12 acts asa%wote processor, forming the queues of bids and offers
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which, cRlcHIaIes dealbplce mpravement ol e pasis described ahove ahg
20 communrcat ea tprrce an ealt price |mprovemen he
partie§dss thetiie b fpedt seaotsr amel et sr;@téwworﬁ‘éad@amfwotes are

improyRemeH RISHRLL BIgYt Al Rtedh e BRI dIneast aiSity of geographically
distributed arbitrators. Either the arbitrator or the broker may be responsible for
deal execution. The broker includes a price improvement calculation which
calculates dealt price improvement on the basis described above and
communicates the dealt price and the dealt price improvement to the parties via
the deal feed server and to the system.

The dealt price improvement calculator may calculate the DPI for each quote
in the queue or just for the dealt quote. In a non-screened system the DPI for a
quote will be the same for all takers, whereas, in a screened system, where
some quotes are filtered from some taker traders based on a parameter such as
credit, the DPI will depend on which taker takes the quote.

The DPI calculation method for a credit screened market is the same as that
described above for a non-credit screened market except that a separate
calculation of DPI must be made for each taker floor as it is applied in relation to
the dealable queue available to that floor which is dependent on that floor’s

allocation of credit to and from other trading floors.



in the queue or just for the dealt quote. In a non-screened system the DPI for

a quote will be the same for all takers, whereas, in a screened system,

where 25 some quotes are filtered from some taker traders based on a
parameter such as credit, the DPI will depend on which taker takes the

quote. The DPI calculation method for a tedit screened market is the same

as that described above for a non-credit screened market except that a
separate calculation of DPI must be made for each taker floor as it is applied
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second guote in the ue. Thus, the floor will only see quotes A, D, B, F and
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to 2 in_the previous example. As can be seen from fig?ure 10 4, there is only
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be able to tell how much price improvement - how many Pl units - will be
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floor that hits the price improved quote.
Price improvement as described above benefits the maker as it enables a
20 maker’s quote to ascend the quote queue and become more readily dealt. The
cost of price improvement is borne by the maker who either increases his bid
price or decreases the sell price. The taker does not pay to deal a price improved
quote but benefits by having to pay less of sell at a higher price. Within existing
FX spot systems, takers are charged on a per-trade basis but makers are not
25 charged, so encouraging makers to put quotes into the system and improve
liquidity. In return for the benefits to the maker of price improvement it is
desirable to charge the maker a fee for using the price improvement functionality.
This may be handled by a billing module within the trading system.
It will be appreciated that matching of quotes is performed in the same way
30 as if price improvement was not used. Thus, no alteration to matching rules is
required. The actual DPI calculation need not be performed until a deal is

actually initiated. The price distribution system needs to perform a DPI



price or decreases the sell price. The taker does not pay to deal a price
improved quote but benefits by having to pay less of sell at a higher price.
Within existing FX spot systems, takers are charged on a per-trade basis but
makers are not 25 charged, so encouraging makers to put quotes into the
system and improve liquidity. In return fdrthe benefits to the maker of price
improvement it is desirable to charge the maker a fee for using the price
improvement functionality. This may be handled by a billing module within
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provides a mechanism for providingiyprlce improvement in_credit screened
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15 other qubmrigerbastintrficiee atidecthrinie pamsslifrueenatreaikecrertsglable by a
markeg,aretpeplable by a given trader. Various modifications to the
embodiment described ar,er%(l)ssible and will occur to those skilled in the art

without defFARHRTRSIHGAECIR Kh s RO LRSI BRSCARAE R RRESlRARS A

has beenuwlés ¢nitedsikilksinstiof BX witidingdeparting from the invention. For

example, although the invention has been described in terms of FX trading

20 systems, it is applicable to the trading of any tradable product including, but not
limited to, foreign exchange products including, spot, outrights, forwards, options,
derivatives; equity products and other financial instruments, commodities and
derivative commodity products. Although particularly suited to credit screened
markets, embodiments of the invention are also applicable to non-credit

25 screened markets. Whilst credit screened markets are often anonymous, there is
less need for anonymity in non-credit screened markets. The invention may be
used in both anonymous and non-anonymous systems. The invention is limited

only by the following claims.

30



20 systems, it is applicable to the trading of any tradable product including,
but not limited to, foreign exchange products including, spot, outrights,
forwards, options, derivatives; equity products and other financial
instruments, commodities and derivative commodity products. Although
particularly suited to credit screened ma}éets, embodiments of the invention
are also applicable to non-credit 25 screened markets. Whilst credit screened
markets are often anonymous, there is_less need for anonymity in non-credit
screened markets. The invention may Bkimsd in both anonymous and
non-anonymous systems. The invention is limited only by the following

claims, 30 16, Claims 1. An electronic trading.system far trading product
et maldt oD e e O AR ER Rk R acers
stations for sep@riRKAGttResSs ¢atortRingystem, the quotes including a quote

5 price and a maxyuKa BrAemEURERYRITENSUBHAAEJUIRES HHO tHY pasivinge
submitted quote%and ormin%(?Haueue of %ﬁotes ta be dealt prioritised in

order of pricéYRERIAEHTINGCE HRIGBUER AN ANerg e RilSHIS%ER G0 a
matching engineafquotafrhosgsnakeregsvey withntkes quudeaneXeoutia

deals betweeq, makeg sk RKEEBAR pARHISEd PERYG BRI G MU brice

calculating a dealt price improvement as an amount of the maximum price
improvement TRRNRIBE RS FRH YL REPFHEHRIM BREhe maker quote in the
10 queue with respeahtictiibgéhgmenédtanaiicbies abkee Gadtes pritetaReé\sysieom

according to %@i&uﬁﬁg@ggigig&\ﬁe%%g%g&ué%f&rkgg%eghj ing a deal between
maker and taker at a price equal to the quote price plus the dealt price
improvement. 2@ Brifes\RERMeaReR 8aieHtBie1dnmceleylatinge AsaltRECe
maximum prigeoridBRMIRIAES BhafodaaliiRnE enimPROWE prrRELIS CXERessesh lired
units of price, . i . .
to improve the position of the maker quote in the queue with respect to

15 other maker quotes at the same price.

2. A system according to claim, comprising a deal executor for executing a
deal between maker and taker at a price equal to the quote price plus the
dealt price improvement.

20

3. A system according to claim 1 or 2, wherein the maximum price
improvement and dealt price improvement are expressed in units of price
improvement, a unit of price improvement being a fraction of the minimum
increment of price of the fungible being traded.

25

4. A system according to any of claims 1 to 3, wherein the price

improvement calculator calculates the dealt price improvement for each

quote in the queue.

30 5. A system according to claim 4, wherein the price improvement calculator
calculates the dealt price improvement as the number of time inverted

quotes in the quote queue at the same price as the dealt quote, wherein a



improvement, a unit of price improvement being a fraction of the minimum
increment of price of the fungible being traded. 25 4. A system according to
any of claims 1 to 3, wherein the price improvement calculator calculates the
dealt price improvement for each quote in the queue. 30 5. A system
according to claim 4, wherein the price inllﬁrovement calculator calculates

the dealt price improvement as the number of time inverted quotes in the
guote queue at the same price as the dealt quote, wherein a 17 time inverted
quote is a quiReAYRERThAYRIg ISR HieEIrRIHEIR R SHRIP GiRAItESA gusR g
the same prigabmitfesyiier anershngetprizey of claim 1 to 5, wherein the
dealable price 5 calculator calculates dealable price improvement (DPI) by:

setting DPI of a quote to zero where all quotes in the queue following the
quote have aAwysienpaceosingripigaysefttiamHetoPwherririiPe degrbigayice

5 quote in the gHRURIRY OSSR dUitsoiktPRMAREIBMBSXOPIFEYS equal to
or greater than the tim ote; otherwise etti?é; DPI to the DPI of .

ft 10
the previous quoEAIIR 4GLAARE BAETBHLE T B SVSIRE HEraHFURIYOAIng
system accotdinguateahgvef Tlaarse prioed oitleenise the quote processor 15

forms a quote q‘éﬁﬂﬁg%rﬁ@? {9Ad BRI HRTEE HRHNE BYSBRY thE same

DPI applied to a dealt quote béthe price improvement calculator is the same
regardless oS RS A D ERRFPHAR IS § AR IR GRS HIAY P digedrf the
10 claims 1 to 7qudterethéheisguote processor 20 forms a quote queue for each

trading floor tradéragiﬁ)é:ggg éﬂgg;ggyg;%,?@ﬁomecg

dfeeimé NRENE Bfus one
calculator calculates e applied to a quote from the quote queue

for the traderP48riEBRRVEISRE. I9cT&RM8E_tem according to claim 8, wherein the
system is a credit screened 25 system in which the quote processor forms a

quote ﬂueuel\osry%ﬁacrn g&%%ing to any of claims 1 to 6, wherein the quote processor

15 forms a quote queue common to all traders on the trading system and the
DPI applied to a dealt quote by the price improvement calculator is the

same regardless of the identity of the taker trader.

8. A system according to any of claims 1 to 7, wherein the quote processor
20 forms a quote queue for each trading floor trading on the trading system,
and the price improvement calculator calculates the DPI to be applied to

a quote from the quote queue for the trader taking the quote.

9. A system according to claim 8, wherein the system is a credit screened
25 system in which the quote processor forms a quote queue for each trader
taking floor including only quotes from maker trading floors with which the

taker trading floor has credit.

10. A system according to claim 9, wherein the quote processor forms a
30 quote queue for each trader trading floor including only those maker
quotes from maker trading floors with which bilateral credit exists with the

taker trading floor.
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taking floor including only quotes from maker trading floors with which the
taker trading floor has credit. 10. A system according to claim 9, wherein the
guote processor forms a 30 quote queue for each trader trading floor
including only those maker quotes from maker trading floors with which
bilateral credit exists with the taker tradirllé floor. 18 11. A system according
to any of claims 1 to 10, wherein the quote processor forms a bid quote
gueue and a sell quote queue. 5 12. A system according to any of claims 1 to
11 comprising a billing module for charging a fee to the maker of a dealt

price improvedsysrie. sdoAlBysieanactersing totany, afebdasmatle iubts processor
wherein the Qrirce inmroveq:ent calculgtor gﬁtermines the dealt price

improvement%rrlrI]? farorﬁ thd Gealf auoa{g an%’g%ﬁgruaﬂ%tes following the

guote in the quote queue. 14. A system according to any of claims 1 to 13,
whereifp the XiggstEMRIQRRY AHYIdISIRIEMes b PRy gmiag thddule
DPI by the iient'gg of theiake;r adin flooi blﬁ‘t?ir?deé)en.dentlx cgthe volume
of the 15 delf" TBIRSGALRT LUt A TOLIEiATE S PESTPIEAE G Pl IRet
distributor for calculating market views for each trading floor and including

the prige impryed cAIEUIRRRG40 46y 6 BGHRM A5G dIRAQ A hickaims 1
to 15 wherein the taker tradln% stations display quotes having a maximum

price imprové/RRERYHNG" i sedfrfatertitie SR8 RLicR BTRSRYBMER, SRYY from
having no makénaeait ¢uiste snpraieneniteFolldwhgyiséamaedottdmguocteiqirue.
16, wherein the differentiation comprises an icon displayed proximate the

qguote having a maximum price improvement. 30 18. A credit screened

electrddic traQibYpSBtaeRItsHRERIRRGHedglAMRsHelouédnwherein the price

improvement calculator determines the magnitude of the DPI by the
identity of the taker trading floor but independently of the volume of the

deal.

15. A system according to claims 8, comprising a market distributor for
calculating market views for each trading floor and including the price

improved calculator.

16. A system according to any of claims 1 to 15 wherein the taker trading
stations display quotes having a maximum price improvement in a
manner that differentiates those quotes from quote having no maximum

price improvement.

17. A system according to claim 16, wherein the differentiation comprises an
icon displayed proximate the quote having a maximum price

improvement.

18. A credit screened electronic trading system for trading products between
maker traders and taker traders, comprising:

maker trading stations for submitting quotes into the system, the



maker traders and taker traders, comprising: maker trading stations for
submitting quotes into the system, the 19 quotes including a quote price and
a maximum price improvement; a quote processor for receiving submitted
guotes and forming queues of quotes to be dealt, a queue being formed for
each taker trading floor on the system ahd including only those quotes from
makers with which an 5 individual taker floor has credit; a quote distributor

for distributing at least a portion of the quote queues to the respective taker
trading floorsIYaies ifelHHBOIARNE REICARRAMGINE M SESEA PRI Nhe

quote queues aad;m@tespmam fpr ededrirpInbenthedsyséess;ahd formmighingues
engine for the,malshing paker Auoles KL Rkes A0d (67 248 NG GRS noor
between maker% d takers and a price improvement processor

calculating aQetie ;sMé@mrﬁpﬁbméMéngwlaﬁfmﬁ)qmtéﬁﬂﬁ@rmahﬂwwmwlch an

5 improvementigqidrartdreimpBer Yadhedaasition of the maker quote in the

tak t th 15 t h tth 19. A
mothod of detar U (ARG e Y UL R o e

trading systeguecesm{oritie gespesitivedateoteslingflidwesystem from maker
traders, the quUOtgR.2RAFYUEMA reme%%aftﬁerawgwmﬁ Bf R quote

improvement; forming a queue of quotes to be dealt, the quotes being

ordered in th@“@fﬂ%ﬁ%’“@ﬁ%{ ﬂ‘f‘&@'tmgﬁHﬂ}%tﬂfﬁfe'WﬁmﬁW and quote
10 submission timen pristtiyngaloyitadifeg thel eadabie prckampuotsamathtttieatand for

least the quog;éa\ctugl'@_I géa oR a@&%%qstggdqg@@%gnce improvement

comprising the amount o the maximum price iImprovement required to price
improve the quofePiigeH TRsPERINEN DRFRegaetder italRd 3oL daathersgme

price, the dealains dphisiet '&Brarmaﬁm@ﬁtt&emgﬁam@hﬂéamm@vamé'rmw@uwed
price improvement Included Inihe gHBte AN bmizsion By s malker rader: witn

15 respect to other quotes at the same price.

19. A method of determining the deal price of a dealable quote in an
electronic trading system, comprising
receiving quotes into the system from maker traders, the quotes
20 including an indication of a maximum quote price improvement;
forming a queue of quotes to be dealt, the quotes being ordered in the
gueue on a price, maximum price improvement, and quote submission
time priority;
calculating a dealable price improvement for at least the quote at the
25 top of the queue, the dealable price improvement comprising the amount
of the maximum price improvement required to price improve the quote
with respect to other quotes in the queue at the same price, the dealable
price improvement being no greater than the maximum price
improvement included in the quote on submission by the maker trader.
30
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30 20 20. A method according to claim 15, comprising executing the quotes
at the top of the queue at a price equal to the sum of the quote price and the
dealable price improvement. 5 21. A method according to claims 19 or 20,
wherein the maximum price improvement and dealable price improvement
are expressed in units of price improven%@nt. 22. A method according to any
of claims 19 to 21, wherein the dealable price 10 improvement is calculated
for each quote in the queue of quotes to be dealt. 23. A method according to
any off8aim$MI9 2GARSHETA tAS!aBALDIEPTRES A SGFEHHTR tepterakige

as the numbespbtime qovased Hpateetiuthe tHe guaieTHeLRGEtpRcsaINe the

price, wherein a gg}e |nyertedr8\98rt]qeehst_a guote higher in the queue than an

earlier submi t%%] qu% 2 4t the same price. 24. A method according to any of
claims 19 to 22, wherein the dealable price improvement (DPA) of a quote is

calculated bya faegiéatasatdhr) s8@sinOmPre@MPBRIshmAnahesRialsusies in

th following the guot orse price; otherwise b) the DPI
equals the DTBPHRE RELERH 6R RHRE TR HE LA BARETPOHAL b

the next quotericeaapadtercergreater than the time 25 of the quote; otherwise

c) the DPI of the quote equals the DPI of the previous quote plus an

increment. 25. A method according to claim 24, where the DPI is calculated
in unité%of 3\RREAHARSOEIHIHCATY MRS R iR of YIS Br B firalable price
improvementimprdvehegdbisAdivetbed facesdinguiticinytiod glasoesci guotéSto be
wherein the %C%}? gueue is common to all traders on the trading system and
the DPI applied to a

23. A method according to any of claims 19 to 22, wherein the dealable price
improvement is calculated as the number of time inverted quotes in the
quote queue at the same price, wherein a time inverted quote is a quote

higher in the queue than an earlier submitted quote at the same price.

24, A method according to any of claims 19 to 22, wherein the dealable price
improvement (DPA) of a quote is calculated by, for quotes at the same
price:

a) DPI = 0 where all quotes in the queue following the quote have a
worse price; otherwise

b) the DPI equals the DPI of the next quote in the queue at the same
price if the time of the next quote is equal to or greater than the time
of the quote; otherwise

c) the DPI of the quote equals the DPI of the previous quote plus an

increment.

25. A method according to claim 24, where the DPI is calculated in units of
price improvement and the increment of DPI is one price improvement

unit.
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guote is the same regardless of the taker trader with whom the quote is
dealt. 5 27. A method according to any of claims 19 to 25, wherein the
formation of a quote queue comprises forming a quote queue for each
trading floor trading on the trading system, and wherein the DPA of a quote
is calculated for a given trading floor fromithe guote queue for that trading
10 floor. 28. A method according to claim 27, wherein the trading system is a
credit screeneggg/stem in which the quote queue for each taker trading floor
U

includé8: only"yistEsdREAARSB I AY Y HlBiHre WAtk RRiHNBi8IRIkEr o 'e Sipige is

floor has credén?Rof\tongthedescsidiraiaitigisyt8nivdnereis Urd gppied to a

queue for each taker, trading floor i cludg,':E ontl mqke(; uotes from Hwaker :
) uote is hes% I reaﬁo he taker trader, wi womtggaotels
trading floors With ‘WHICH Dilaterar credit exists Detween the maker an er

trading floorsdeat). 30. A method according to any of claims 19 to 29, wherein
the quote queue comprises a bid queue and an offer queue. 31. A method

ing t f claims 19 to 30, wherein th Jis, 25 ifi
o pAoilct BES LRGN HBELRR & SR S0 g YL e 4 of 2
financial instyuoteque@ 38mansetHodrang ardindetquwamidd 2 ant &asimgHor
financial instygBeRt & frd 9Pty SYCRARIS BIRRKRe HpA S YRKLe i

according to any ot claims 19 to 33, comprising charging a fee to a maker
submitting a FREEIATHN QONHFRY Tﬂ)rtﬂérziPécﬁ'iﬂEf HRAOPEFHRlorghes rading
method accofidorg to any of claims 19 to 34, wherein the DPI of a quote is
determined from only the quote and other quotes following the quote in the

guote queue.
28. A method according to claim 27, wherein the trading system is a credit

screened system in which the quote queue for each taker trading floor
includes only quotes from maker trading floors with which the taker

trading floor has credit.

29. A method according to claim 28, wherein the quote queue for each taker
trading floor includes only maker quotes from maker trading floors with

which bilateral credit exists between the maker and taker trading floors.

30. A method according to any of claims 19 to 29, wherein the quote queue

comprises a bid queue and an offer queue.

31. A method according to any of claims 19 to 30, wherein the quote queue is

specific to a product.

32. A method according to claim 31, wherein the product is a financial

instrument.

33. A method according to claim 32, wherein the financial instrument is a

foreign exchange product.



36. A method according to any of claims 19 to 35, wherein the magnitude of
10 the DPI of a quote is determined by the identity of the taker trading floor
but is independent of the volume of the trade. 37. A method according to
claim 28, wherein the trading system comprises a market distribution
function which calculates market views f@lgeach 15 trading floor, wherein the
market distribution function also calculates the dealable price improvement
of a quote. 38. A method according to any of claims 19 to 37, wherein at least

the be¥- quoteeiiird eersdibioidnyitBates 18 trdersaiPHriprs afaiagiaree
20 terminals tgvh @fakeesOuaiiiay Rnitiediwiid et i gditathy ity adamayisydtem
price improv%méargEOi§ displayed in a manner that differentiates it from quotes
having no maximum price improvement indication. 39. A method according to
claim 38, wherein the display differentiation 25 comprises an icon displayed

5 tprodxina@t.e tha%tlﬁ%ﬁ'%\é%ﬂﬁ;ﬁn@?ﬁiiﬁﬁgm (ﬂ’éiﬁt%imgﬁmr\]ﬂ@reﬂrotré WF'&‘F;Qb%ﬂote
raaing a proguct in an electroniC trading system In wnicn, makers, supmit Dl .
o offer auotst SFIE ARG TS AR e A OB i A ERSG  hgcote i
maker and thbeak@tecpapeising: makers submitting quotes including bid or

offer prices, into the trading 23 system including an indication of a maximum
price improvement to the bid or offer price of the quote; the system formiﬁ a ;
By

queue3 bidé"éﬂ%‘*&’ﬂ@éﬁ%@?‘@f’f@r@%%é'a%t?%ﬁ%ﬁ%é‘ﬂk‘%’%’éiﬁ& Brane
10 quote price, maxXiRuofl prjoetenipozieméid byathed sdmiigsiihdimker makingfi@br

least the beséggqs%qéieggﬁé éﬂtt}&etﬁg% Ve apeues available to potential

takers for trading; receiving takes from takers to trade the best bid or offer;
and executing a deal between the maker and the taker; 10 wherein the step

of deaexeCUtigfeGRMNBHSHEIRKREBINEG 1B WRglen thadiis@iRpsiAitntBeniFisys a
offer price plumsaﬂ(g{a glllgtﬁg&t?oln F]%Yigrq] v?/ﬂltcg%glgulates market views for each
15 trading floor, wherein the market distribution function also calculates the

dealable price improvement of a quote.

38. A method according to any of claims 19 to 37, wherein at least the best
quote in the quote book is distributed to traders for display at trader
20 terminals, wherein a quote submitted with an indication of a maximum
price improvement is displayed in a manner that differentiates it from

quotes having no maximum price improvement indication.

39. A method according to claim 38, wherein the display differentiation
25 comprises an icon displayed proximate the quote having a maximum

price improvement.

40. A method of trading a product in an electronic trading system in which
makers submit bid or offer quotes and takers take quotes to execute a
30 trade between the maker and the taker, comprising:

makers submitting quotes including bid or offer prices, into the trading



the amount of the maximum price improvement required to price improve the
quote with respect to other quotes at the same price. 15 41. A method of
trading price improved quotes in an electronic trading system, comprising:
receiving maker quotes submitted into the system with a quote price and a
maximum price improvement; forming a aéeue of quotes to be dealt by
prioritised quotes according 20 to price, maximum price improvement and
guote submission time; matching a quote in the queue with a taker quote;
and executingyale@dnpaireAndicaiios, of fnRE KB PIASRRMAYRIMSIE LR Hie
which the desldoesfetitridsoninsigasttie quote price and a dealt price
improvement cogiprising e amountof te maximum plice 23/mprovement. .
required to price |mp¥oven}he quote With respect to other quotes in the queue
at the same phic@uggebeietheordesetiAgale REgeonaianed erastigtovement

5 trading systegm#snbriabsiBiak@ebuy or sell quotes are distributed only to

takers which have credit, 30 with the maker, comprising: receiving maker

riotoe o the TR &) 2R, e R RS TR e e R S M o
of maximum aviaikitepgcoyeterdial; takefofonimgdingueue of quotes to be dealt for
each taker, the queleR NEkiding ANIOss AMASRSHEBIE durErakags with

which the taker has credit, the quotes being ordered in the queues on a

price, maximum PIRNE 5 9F8hheRH c&Nhf BRI LA BHOIES receiving

10 takes from takerwhersmoedsieie sfiddhiaikgeloiendteenieriaing exectitigghsadies at a

15

20

25

30

bet . j t.a pri
o auote priCe TR BHIPURIAIRS s SR BAG MBHKR RHEb o
comprising tHeeaauRt 6f the MaskiIRMSEIEYRIVeRi éed viediieariee improve

improve the pesiiigothereaaltdl ateliegiotes sakassameyrivgth respect to
other quotes at the same price. 43. An electronic trading system for trading
products between maker traders

41. A method of trading price improved quotes in an electronic trading

system, comprising:
receiving maker quotes submitted into the system with a quote price
and a maximum price improvement;
forming a queue of quotes to be dealt by prioritised quotes according
to price, maximum price improvement and quote submission time;
matching a quote in the queue with a taker quote; and
executing a deal between the maker and the taker, wherein the price
at which the deal is executed comprises the quote price and a dealt
price improvement comprising the amount of the maximum price
improvement required to price improve the quote with respect to other

quotes in the queue at the same price.

42. A method of trading in a credit filtered electronic trading system in which
maker buy or sell quotes are distributed only to takers which have credit
with the maker, comprising:

receiving maker quotes into the trading system, the quotes including a

price and an indication of maximum price improvement;
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and taker traders substantially as herein described. 15 44. A credit screened
electronic trading system for trading products between maker traders and
taker traders substantially as herein described. 45. A method of determining
the deal price of a dealable quote in an electronic trading system
substantially as herein described. 20 46.%8 method of trading a product in an
electronic trading system in which makers submit bid or offer quotes and
takers take quotes to execute a trade between the maker and the taker,
substantially as FSFaEdEReaR Al auckes 18 hestissl @Fﬁﬁ%‘iﬁﬁc@%ﬁﬁﬂ?@d

quotes in an plactingicripdioge gystess rtantiliae ok dasarihethkt has
A method of traa| |n acr ed flltered eIe tro |c tradlng sl}/stem in which
gu

maker buy or se

S Sheles B oS n'|” SIERERS Which hisvie ‘CrEd bPriee

with the makéﬁp@mmaﬁwbaymwrue@eﬂwéd.

43.

44,

45.

46.

47.

48.

receiving takes from takers to trade quotes in their quote queue and
executing trades between makers and takers, wherein trades are
executed at a price equal to the quote price and a dealt price
improvement, the dealt price improvement comprising the amount of the
maximum price improvement required to improve the position of the dealt

quote in the takers queue with respect to other quotes at the same price.

An electronic trading system for trading products between maker traders

and taker traders substantially as herein described.

A credit screened electronic trading system for trading products between

maker traders and taker traders substantially as herein described.

A method of determining the deal price of a dealable quote in an

electronic trading system substantially as herein described.

A method of trading a product in an electronic trading system in which
makers submit bid or offer quotes and takers take quotes to execute a

trade between the maker and the taker, substantially as herein described.

A method of trading price improved quotes in an electronic trading

system, substantially as herein described.

A method of trading in a credit filtered electronic trading system in which
maker buy or sell quotes are distributed only to takers which have credit

with the maker, substantially as herein described.
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