1 Investment System and Method Field of the invention The present

invention relates to financial investment systems and 5 methods.

Background to the invention It is well known that investors (people or

organisations) can invest in various markets around the world. Markets

may be financial markets, equity markets, commodity markets or

derivative markets, for example. While 10 investors can themselves invest

directly in some markets, it is often the case that cost and volume

requirements in other markats arechegondmast Measiars. Indeed, some

investors do not wish to take on the responsibility for actively managing

such investments. Accordingly, it is common for investors to invest

indirerly &7 thatketstivia a managed investment fund, which exposes the

15 investor(s) to the markets. A fund manager, which manages the
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many investors to invest inthe fund. The tund may be configured as an
Sinvestetlgoitstrust, and investments may then be in the form of buying units

in the fund. So-called structured products are also known, which are

offerggh s KA dNYaRIMEN R Some fund managers and/or financial

institutions. The US Securities and Exchange Commission defines a

structured product as "securities whose cash flow characteristics depend .
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obligations are conting@t'ant on, or highly sensitive 25 to, changes in the
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rules, which can be referred to as an underlying investment strategy, .and
cost and volume requirements in other markets are beyond most investors.

Indeed, some investors do not wish to take on the responsibility for actively
managing such investments. Accordingly, it is common for investors to invest
indirectly in markets, via a managed investment fund, which exposes the
15 investor(s) to the markets. A fund manager, which manages the investments of
the fund, typically uses an aggregated investment from many investors to invest
in the fund. The fund may be configured as an investment trust, and

investments may then be in the form of buying units in the fund.

So-called structured products are also known, which are offered as

20 investments by some fund managers and/or financial institutions. The US
Securities and Exchange Commission defines a structured product as "securities
whose cash flow characteristics depend upon one or more indices or that have
embedded forwards or options or securities where an investor's investment
return and the issuer's payment obligations are contingent on, or highly sensitive

25 to, changes in the value of underlying assets, indices, interest rates or cash
flows.". In general, a structured product has a set of predetermined investment

rules, which can be referred to as an underlying investment strategy, and
typically include defined durations and other attributes, which dictate how the

associated investment is made, and for how long, in response to changes in the



typically include defined durations and other attributes, which dictate how
the associated investment is made, and for how long, in response to
changes in the 2 value of underlying assets, indices, interest rates or
cash flows. The underlying investment strategy may itself be thought of
as an ‘index', insofar as returns produced by it can be tracked, plotted
and predicted (and/or hedged), and investments therein are typically
made, and returns paid, depending on the 5 performance and variation
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efficient ways to provide access to, operation of, various
invesggreatsioBlinfvharpobthe Mvedtiontageous feature of some known structured

products is the ability to tailor the investment strategy to particular risk and
15 return objectives: even on a per investor basis. Another advantageous feature is
the ability to guarantee a return or even afford capital protection, whereby, as a
worst case scenario, at the maturity of the investment, a minimum of an
investor’s initial capital investment is returned. However, an investor typically
has to remain invested in such a product until maturity, irrespective of product
20 performance during the term. In addition, some structured products may still be

beyond many investors.

It is desirable to provide new and more efficient ways to provide access

to, and operation of, various kinds of investments.

Summary of the Invention

25 According to a first aspect, the present invention provides: a computer
implemented investment method, comprising: financing an investor with a
limited-recourse loan to make an investment in a security, the investment having
an underlying investment strategy, which is to be applied over a plurality of

investment periods, and periodic investment exit points; b. for each period of the
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25 According to a first aspect, the present invention provides: a computer
implemented investment method, comprising: financing an investor with a
limited-recourse loan to make an investment in a security, the investment
having an underlying investment strategy, which is to be applied over a
plurality of investment periods, and perigdic investment exit points; b. for
each period of the 3 investment, calculating a payment, which is payable

by the investor in order to remain invested in the investment; c. investing
duringveaekepe et dacapdingathitentndeniding vestaentisl aegitotin order to
calculating:. a first yedemption value if the investor exits gt an exjt point.
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redemption value if the investor remains invested qver all periods, the
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the investor according to the respective redemption value and the loan .
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plurality of investors, to make investments according to the underlying
investment strategy based on signals indicating a level of investment, market

conditions and receipt of a payment from the investor for an investment period.

Brief Description of the Drawings

Various features and advantages of the invention will become apparent
from the following description of embodiments of the invention, given by way
of example only, which is made with reference to the accompanying drawings,

of which:

FIG. 1 is a functional block diagram of a computerised investment

system according to an embodiment of the invention;

FIG. 2 is a flow diagram illustrating the steps involved in investing and
trading pursuant to an investment strategy, operated by the system in FIG. 1,

according to an embodiment of the invention;



FIG. 1 is a functional block diagram of a computerised investment system

according to an embodiment of the invention; FIG. 2 is a flow diagram

illustrating the steps involved in investing and 25 trading pursuant to an

investment strategy, operated by the system in FIG. 1, according to an

embodiment of the invention; 4 FIG. 3 ista flow diagram illustrating the

steps undertaken as between an investing institution and an investor,

operated by the system in FIG. 1, according to an embodiment of the

invention; H&. 4 i a gapRiiigsiiating anexempiasysoaifermracasbaiveen an

underlying 5.investment gtrategy erformed by the system .ofﬁflg. 1;and .
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implemaringbbtinesinoe sistemagcording to an embodiment of the

present invention. Detailed Description of an embodiment of the invention

10 various,gmbediments,ohihe aissent usnien wil Aw be dasgrbed iy in

more detail with refergnce to the ac:,gompanylﬁ 1g(rgwmgs ﬂ ying
Sappresistetnisitatee)ipeeftioredsbychiimysechirmit§ lpplicatibn to the details

of method and the arrangement of components as set forth in the

following deggfiptin, ¢ioliveiaiethin e dramings, Lomphe WPRIEMLAPiR able

person skilled in the art that 15 additional embodiments of the present
inveftisAMeh et Aflet TS ine Bl :TipRior cardipa 8Bl ARPUIea! oithin RFrsent
scopgRfthg present claims. Accordingly, the following description should
not be interpreted as limiting in any way, and the scope of protection is
defined solely by the clalms appended hereto In general terms
em : 1 2O-automated

investment system, and to a method of operating it according to an
10underlying Muéstnembstiategts. of the present invention will now be described in

more detail with reference to the accompanying drawings. It will be appreciated
that the invention is not limited in its application to the details of method and the
arrangement of components as set forth in the following description or
illustrated in the drawings. It will be apparent to a person skilled in the art that
15 additional embodiments of the present invention not detailed in the description
are possible and will fall within the scope of the present claims. Accordingly,
the following description should not be interpreted as limiting in any way, and

the scope of protection is defined solely by the claims appended hereto.

In general terms embodiments of the present invention relate to an
20 automated investment system, and to a method of operating it according to an

underlying investment strategy.

According to embodiments of the present invention, the underlying

investment strategy is a volatility stabilised investment strategy. In basic terms,

a volatility stabilised investment strategy aims to produce a relatively more

25 stable level of volatility for an underlying investment. Such techniques typically
involve systems which allocate more exposure to an underlying investment

during times when it is less volatile and allocate less exposure to an underlying



According to embodiments of the present invention, the underlying
investment strategy is a volatility stabilised investment strategy. In basic
terms, a volatility stabilised investment strategy aims to produce a

relatively more 25 stable level of volatility for an underlying investment.

Such techniques typically involve systerss which allocate more exposure

to an underlying investment during times when it is less volatile and

allocate less exposure to an underlying 5 investment during times when it
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15 or more of the preceding (or other) kinds of instrument.

In addition to the underlying investment strategy, the system has a
dependence upon whether an investor has made up-to-date periodic payments,
which are typically calculated as interest payments on a loan, which the investor
was previously required to enter into to finance the investment as part of

20 investment initiation. In essence, the investment is inextricably linked to the
finance arrangement. The payments may be interest payments only, or interest
payments with additional amounts, for example, to cover payment protection or
the like. Alternatively, the payments may be calculated and/or determined in
another appropriate way; but will still equate to a small fraction of the loan

25 amount and will thus be referred to herein as loan interest payments or
equivalent, unless the contrary is indicated. According to embodiments of the
invention, the loan provider granting the loan does so on the condition the loan
is used to purchase a financial security, which the loan provider has stated is
the purpose of the loan. The loan typically equates to 100% of the investment

30 capital; though it could be for a greater or lesser amount.



finance arrangement. The payments may be interest payments only, or
interest payments with additional amounts, for example, to cover payment
protection or the like. Alternatively, the payments may be calculated

and/or determined in another appropriate way; but will still equate to a

small fraction of the loan 25 amount andgwill thus be referred to herein as
loan interest payments or equivalent, unless the contrary is indicated.
According to embodiments of the invention, the loan provider granting the
loan does socosrthezconditighbihiEdean oiSths et poichastradiandi@the form

securijty, which the loan provider has stated is the purpose of the loan.. . .
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the loan is “limited 10 recourse' insofar as it can be repaid at par, without
penalty at theconding dachn irvelstdiarenperiothoriayvenacnritheatwnhes ‘limited
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performance up to the respective point in time. In tying embodiments o
the pressinant/eattioy thad aeqdivenrestito [n practice, a redemption value may be

calculated on exit or maturity, including by factoring in the loan amount and the

15 investment performance up to the respective point in time.

In tying embodiments of the present invention to a requirement to
finance the investment using a loan from a loan provider which specifies the
stated investment purpose of the loan, the present inventors have appreciated
problems that investors may face in obtaining investment loans which stem from

20 problems that loan providers face in granting such loans.

From the loan provider's perspective, granting unsecured loans entails a
substantial counterparty risk of the borrower and burdens the borrower with the
liability of having to repay the loan, the conditions of which typically stipulate
full recourse to the borrower's entire assets. Providing collateral, in the form of

25 a pledged financial security mitigates the risk of borrower default to the loan
provider, but does not completely eliminate such risk as the market value of the
financial security pledged as collateral may decline or itself become worthless
due to, for example, insolvency of the issuer of the financial security. However,

where the loan provider is able to specify the strict purpose of the loan for



finance the investment using a loan from a loan provider which specifies

the stated investment purpose of the loan, the present inventors have
appreciated problems that investors may face in obtaining investment

loans which stem from 20 problems that loan providers face in granting

such loans. From the loan provider's pergpective, granting unsecured

loans entails a substantial counterparty risk of the borrower and burdens

the borrower with the liability of having to repay the loan, the conditions of
whichygigaty istip ulpiesdtibse qaniiss J0sHRa i rowes mefiieRsSeihen able to

Providing cqllateral, in the form of 25 a pledged financial security mjtjgates.
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15 Particularly in embodiments in which the loan provider and security
issuer are closely related (or at least are working in concert), the risk of
providing a limited recourse (or no recourse) loan to an investor is minimal, and
there is zero credit risk in respect of the investor who is notionally receiving the
loan. This is because the loan provider, in effect (and insofar as the loan is

20 notional and money does not physically pass to the investor) makes the loan to
itself; whereby the concept of defaulting on the loan is entirely avoided (i.e. in
principle you cannot default on a loan to yourself). By way of a simple example
of how the investment might work, in order to guarantee that the loan amount is
protected, so that 100% of the loaned amount can be returned at any future exit

25 point, part of the investment can be placed into a fixed interest deposit account
to ensure that the original sum is available at the exit point. For example, if the
investor notionally borrows and invests 100 (the units of which are immaterial),
and can exit at multiples of twelve months after investment, 100/1.05=95.24 of
the investment can be placed in a 5%pa interest bearing deposit account, to

30 ensure growth back to 100 after twelve months, and the remainder of the



the present invention. 15 Particularly in embodiments in which the loan
provider and security issuer are closely related (or at least are working in
concert), the risk of providing a limited recourse (or no recourse) loan to

an investor is minimal, and there is zero credit risk in respect of the

investor who is notionally receiving the Igan. This is because the loan
provider, in effect (and insofar as the loan is 20 notional and money does

not physically pass to the investor) makes the loan to itself; whereby the
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cannot default on sel wa a simple example of how
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15 or at maturity. In any event, according to an embodiment to be described, the
redemption figure has a pre-agreed floor, which may be zero, such that there
would be no requirement for a balancing payment from the investor, to cover the
loan amount, even if the security’s performance is very poor. In other
embodiments of the invention, there may be some recourse requiring repayment

20 of at least a part of the loan if there is a shortfall in the investment performance.

The aforementioned financing arrangement is particularly beneficial and
provides a high degree of leverage — insofar as only a small percentage of the
investment amount (i.e. effectively via interest payments) is actually paid by the
investor — with the main investment capital being provided by a limited recourse

25 loan.

The investment may be structured as a unit trust, whereby an investor
invests by buying units, and the funds are used, for example, for investment by a
fund manager according to an underlying investment strategy, which may be a

structured product. Redemption and settlement at an exit point or at maturity



10 the investor. Of course, there are many alternative ways of protecting
investments (according to various risk/certainty profiles), and generating
returns, that could be applied according to embodiments of the invention.
The way a redemption value on exit is calculated may vary depending on
various factors and, in particular, on whegher the redemption is an early
exit 15 or at maturity. In any event, according to an embodiment to be
described, the redemption figure has a pre-agreed floor, which may be
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Theiﬁ@&ﬁ%@%% sii from a plurality of individual investors 160, presenting
15 aggregated investment instruction signals s, to the trading engine 140, and
returning individual returns signals s;; to the individual investors in response to
aggregated returns information signals s, from the trading engine 140. The
trading engine 140 is generally responsible for investing the aggregated

investments in one or more markets 180 in response to market information

20 signals s, received from respective market information sources 170.

The investment engine 120 comprises an investment portal 122, an
investment processor 124, an investor accounts database 126, an investment
interface 128 and a funds processor 130. The investment portal 128 presents,
via the Internet 132, a web interface to investors 160, who are registered with an

25 investment service provider that provides access to the investment system 100.
The investment portal 122 typically comprises a secure web server application,
which provides secure transaction capabilities, by which an investor can enter
into and control respective investment contracts, according to pre-determined
constraints, by issuing individual investment instruction signals s;. Dedicated,

30  secure communications links (not shown) may be used instead of the Internet.



guaranteed or contingent and they may be at a fixed interest rate or vary
depending on, for example, time invested or other performance and/or

other prevailing conditions. 10 A computerised investment system

according to an embodiment of the present invention is illustrated in the
functional block diagram in FIG. 1. The gystem 100 comprises an
investment engine 120 and a trading engine 140. The investment engine
120 is generally responsible for receiving investment instruction signals

sii from a pluaaifyat inchvidual deyasiorsi6is presentia gskhaganegasethvestor

investment instryction signals sai to the trading engine 140, and returnin
indIVIERRIHSPHORE 120 S N AR AP RSB S RS E B R rvesthent
aggiggateshratpunsoinéeumation stigpals sax ittosmsttha trading emngiigndhs; from

The. trading engine 140 is generally responsible for investing the . .
2oP LRSI FRULSAESELTH AU THRE IR I8 i FRSpOReagine eneine

5markavinfPemationilyGlsiginals snereprivesdrorn4daspegiivednarkeld individual

o lHRERY Tl L2 e roCBSLB LA TR, GG e 127 and

accquaisndaighagatd® mantinvesinenttiotesigaeld 28 ancha fiadiise engine 140
processor 130. The investment portal 128 presents, via the Internet 132,
a w%%%@r‘i%%%%ﬁﬂ%@%%i@ , who are registered with an 25 investment
service provider that provides access to the investment system 100. The
investmentPorttdri? 2agpiegdtyCommisé sharseciweindbintether dpplicsttioriions
1oWh'°J318{8\{bd?§v%§&H£ t&r%ﬂaax%tEBHm&%B?&élﬁ{@&’\Q%hwg}iﬁﬁﬁﬂq%(}é?&%?r G e frect,
enter Into and control respective investment contracts, according to
pre-tietesmigrdsl of tins ratirt iy fsynintpintividivalualesesien mstageticgated by
signgfs th%&ﬂé&é‘}‘e r&%ﬁ%?“‘i%omgiu%ﬁf’rﬂwédé”kf%f(”8£§h8¥v%6gé‘y1arger
be used instead of the Internet. 10 Individual investor account records
127 mnesitoeath irrthe insdstayr ducoudisdengbsé426larliacsours ardividual

ma“i%%&&@@a‘ﬁpéjﬁﬁe&f?gslﬂg ég\é%ﬁgﬂleﬁﬁderlying investments, such as structured

15 products, that they would not otherwise have the buying power to invest in.

The trading engine 140 comprises a trading interface 142 for receiving
aggregated investment instruction signals s,; from the investment engine 120 and
for delivering aggregated returns information signals s, to the investment engine

120.

20 The trading engine 140 further comprises a market monitor 144, a
dealing interface 146, a returns processor 148 and a trading processor 150. The
market monitor 144 is in communication, for example via the Internet 132, with
one or more market information sources 170, which generate market indicator
signals s,, relating to market performance and conditions in one or more

25 markets. The market monitor 144 receives the market indicator signals s,, and
passes them to the trading processor 150, which uses the signals to determine
which trades to enter into according to its underlying investment strategy, Iy,.
The dealing interface 146 is connected, via the Internet or other appropriate

secure communications links, with one or more market exchanges 180, which



processor 124, for example in response to investment instruction signals
sii from investors and aggregated returns information signals saz from the
trading engine 5 140. Periodically, the investment processor 124 is
required to read individual investor account records 127 in the investment
accounts database 127 and present aggregated investment instruction
signals sai to the trading engine 140 via the investment interface 128.
The term "aggregated' is used herein to indicate that the instructions 10
relatexteuryestivesistan 8aatusns assosiedachwith plutiaktivesionslsl,, received
effect, investments of the same 5ing from, plural indiviajj | investors are .
2o SRR B RISt Bibolsedl b AnpesitrL B RSBk Gronitor
moredargey wkesinfenimtdhdinade hyihehtrading:erginanits. Isothistead of,
manney, individual inyestors can gain exposure to certain underlying
invegfer??il QL QUAFH AT 1B SR8, that they would not
otherwise have the buying power to invest in. The trading engine 140
Scomprises dlteaciinmrintedbes tddddrmenteiditie aggragatednnvestmm@nying the
instryction SiepRs saliPM, ibs nvssimentanding.A20 andyfordeiveringn, in
aggrggated returris information S|gnafs saz {0 the investment engine 30"
20 TRétradmbrfagihe 140 further comprises a market monitor 144, a
dealing interface 146, a returns processor 148 and a trading processor

150. The magkabmaniinhad S sommynicalieps inex %%r‘!li%rtgﬁociated

Internet 132, with one or more market information sources 170, which

genaYifetindinganddieaiss ageesofrhecmpigRenaierp Efbrvidhsd ¢Heption
10CONAHRRSINPCRR AIRAMR: 2oV RBHR IS nbie: MEskelIRNILen A BRCRIMES s 170,

the market indicator signals sm and passes them to the trading processor
150 26AgEHNEsEthehgH HRe S e RiisRe iV tieRles to enter into
according to its underlying investment strategy, Im. The dealing interface
146 is conrEgieftepR g, lnieweiecathar ppiiopiiditing@edighd the underlying

communications links, with one or more megket exchanges 180, Whicr
ivestment strategy 1s programmed into the investment processor 124 and the

trading processor 150. According to the present embodiment, the structured
15  product is arranged to be invested over a number of fixed periods. In alternative
embodiments, the number of periods could be open-ended. Next [step 205], the
first investment period starts: each period, for example, may be measured in
days, weeks, months or years. According to the present embodiment, each

investment period is one year.

20 The investment processor 124 determines the level of the investment
available [step 210], and communicates respective aggregated investment
signals s, to the trading processor 150 via the investment interface 128. The
level is determined according to an investment amount aggregated over the
plural investor accounts 127 of investors who are participating in the

25 investment: if the period is the first period then the level is purely the investment
by the investors (subject to any management fees etc.); if the period is a
subsequent period then the level includes, in addition, accrued capital (after
payment of any one or more of tax, returns, fees and commissions etc.)

remaining after previous periods. Next [step 215], the trading engine 150



11 execute trades on the basis of aggregated trading instruction signals
sat received from the investment system 100. It will be appreciated that
the market monitor 144 may elicit information directly from the various
exchanges 180 instead of, or in addition to, other appropriate sources. 5
The operation of an embodiment of the ppesent invention employing the
system of FIG. 1 will now be described with reference to the flow diagrams
in FIG. 2 and FIG. 3. The flow diagram in FIG. 2 illustrates steps that are

geneaiyrassoeiated cviRitading ard detlims aspeats of 46e Ww@sdmgnto the
system 1é)0., with information 10 flowin nd from the investment

to _
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embadimeinkafitferpresentigvantion. iiesiisiap200} imersiuettatategics

product js la nc{jheﬂra d t%%# (Ete lying investment strategy is

prog%fr#ﬁ?@ﬂlﬁﬁ o't 81]5}?\% ﬁn ep! dcessor 124 and the trading processor

150. According to the present embodiment, the structured 15 product is
Sarranged td'be intvestqu @essa hdidnisecivtfinggrperiodiscturaitsgmative., via the
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irst investment period starts: each’peri or example, may be
measyreddd tdalys iwestks;nhpritbessor yi@dr o Aecomeliigrtondaipgeberindividual
embodiment, &aghJn Befiog IS, ARG NER 4%JNG MUESINGAY sienal
proclessor Qfﬁcgeterm\ﬁ;ﬁgg?evgl of the l?n?%stmentC élvaiﬁa%ﬁe ‘Efste% Eﬂﬁna °
and semmunicates respective aggregated investment signals sa; to the
trading processor 150 via the investment interface 128. The level is

10determinediaecQicing i ARLIRNESIMENRMPANA AAGFEARIeH QMRLRBE the period

plural investor accounts 127 of investors who are participating in the 25
invettihdat ushndedivdhs fHekipstigd @@ ehen the level is purely the
investment by the investors (subject to any management fees etc.); if the
period is aIf the period is not the final period [step 225], the individual returns

information is returned to the individual investors via investor returns signals s;
[step 230]. Publication of overall performance including returns can occur in
15 addition, or alternatively, at any time, for example, hourly, daily, weekly or

monthly.

According to the present embodiment, investors are provided with an
opportunity to exit the investment after each investment period, without
incurring a penalty. Thus, according to the present embodiment, in response to

20 the returns performance information (or, indeed, for any other reason), investors
may choose to exit the investment (as will be described in more detail with
reference to FIG. 3), by issuing respective exit instruction signals, s., or continue
with the investment. In addition, according to some variants, new investors may
be provided with an opportunity to begin investing (if late-comers are permitted

25 by the structured product). The investment processor 124 is arranged to
determine the number (if any) of investors that wish to exit (and optionally join)
the investment, and calculate payments for continuing and exiting investors

[step 235].



subsequent period then the level includes, in addition, accrued capital
(after payment of any one or more of tax, returns, fees and commissions
etc.) remaining after previous periods. Next [step 215], the trading engine
150 12 performs the investment, via the dealing interface 146, according
to the underlying investment strategy; bgsed on the aggregated
investment signals sai and market information signals sm. Exemplary
underlying investment strategies are described in further detail below. 5

The returns\RreEES$SOrtd 4 hec GRIdRBIAGYIBIARITCIUNRS GighRalgisar,iMidstment
the dealing interface 146, from the markets 180, and respective returps
infortHAITEN 54 PiSBHeiH BN frGRBRREF S B Wt of cach

upd@amdr(ﬁlmcgmduaibom‘paﬂﬁér&qmyni&l%h{&i@mﬁ&@itedaﬁpﬁhepsﬁttemred
account management signals sam. 10 T ubsequent behaviour of the
oS oHHG GGG PO UAb (UL fost S tHe Phal resert
Sperieehbodiaicit theepriiastisenopiedisal ﬁefmlﬁﬁem 225}, taméindividuphid in
returns mforrFatlon IS return dto the |nd|V|dual|Faﬁstors via investar

retufS BigRats s {5 236] ‘rgﬁbtﬁ’cg?%‘ﬁHBF oVEPallp iRkt ﬂ%’&ﬂjﬁ?ﬁ"nd

retusngueatod begaid ﬁnh‘éc&d@bmms,%aﬁem@wahshaﬁ@ayemm ehdonexample,
hourly, daily, weekly or monthly. According to the present embodiment,

investors agg, providled g\é't%ﬁ[‘ a%HpSJéHHHVVQu%é'tﬁye Eé’ﬁH“SéSH c?ét%dmdual

each investment period, without incurring a pena us, ac
the presgnt eccboulisneht, vin gpopKettca2@ting muagsrp@ﬂangm&ﬂ:&m Actual
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systems 196. The various bank account systems communicate via a secure
inter-bank communications network 134. Alternatively, the various accounts (or

15 at least some of them) may be managed within the same physical bank account

system.
The process then iterates to the start of a new period 205.

If, on the other hand, the period that has just ended was the final period

[step 225], then the investment processor 124 calculates the final redemption

20 values for the remaining investors, the investor accounts are updated
accordingly with the respective settlements and the respective payments are

made from the financial institution bank account 190 to respective investor
accounts 194 in response to respective payment signals s, from the funds

processor 130.

25 The flow diagram in FIG. 3 represents the activities of the investment
engine 120 with respect to a single investor. It will be appreciated that the same

(or similar) steps are carried out for all other investors.



be provided with an opportunity to begin investing (if late-comers are
permitted 25 by the structured product). The investment processor 124 is
arranged to determine the number (if any) of investors that wish to exit
(and optionally join) the investment, and calculate payments for
continuing and exiting investors [step 23%]. 13 According to the present
embodiment, the underlying investment strategy of the structured product
pays a contingent coupon at the end of each period (though coupon

payment mBiy‘slﬂq?itbﬁ a@@pmmdafﬁdéamthgr ilitugtdregpubucts ardinvestor
other em m é) Therefore, ccor to the pres t5 embodiment,
the R %?8 deatsa e Hé%t fh Y ARIES BéFéqﬁlgt:%‘&b%‘f%tmem

for lnmﬁiofﬁ)ﬂvssgmag $p[ceptinsg withtbe invesimanteapdodiaeconktt Yadiening
to be %ﬁﬁ%ﬁ’ f,n redemitl%g , t0 mvest S wishin gto exit the investment. Th p
respectitfeiéPSHE D T R R B R T e S
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1a ments onse to yment signals gairom.the funds

procé‘ %fd?ei‘? E ffﬂ% ﬁ?%ﬂ HORBENSEEEURY 148 P st bank

account system 192 to respectlve investor accounts 194 in one or more
other bankmmtmmim&mh@MMkaamdnmc@m signal s;;

com&}léﬁ T}éjt Ki‘e%‘:[? e ptefPank, %%Q}H“é’l'&%} ﬁ?’r Q@%l]o%"by/ creating

Alte he va ac ouNts at easts me o
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10the R%%ﬁ%ﬁ o the start of a new period 205. If, on the other hand, the

period t as just ended was the final period [step 225], then the

mvestment_ﬁbgcessor 124 calculates the final redemption 20 values for

the remainihBciAABEERE, thBwivestobatioiimdsareotrsdatdd Gcvbienigly up the
with thg g IReGHVE SettleMenimAnd ey 8SPPEiVRPANPEIL BF8duct. Various

paper forms and contracts may need to be manually completed and/or executed
in addition, in order to satisfy local laws etc. In the present embodiment, the
15 loan is for 100% of the required investment amount. In other embodiments, the
loan may be for more or less than 100% of the investment, for example, if
additional arrangement fees are due (and are lumped in with the loan) or if less
than the entire loan is required. However, as will become apparent, there are
advantages in taking a 100% loan, such that the investor’s capital can be used

20 elsewhere, for example, for other investments.

The investor invests the investment into the structured product [step 325]

(in practice, the funds typically do not pass to the investor: they go straight from

the loan provider into the investment as part of the loan arrangement. The funds
processor 130 updates the respective investor account details 127 using

25 respective loan signals s;. In addition, then, or soon after, the investor makes an
initial interest payment for the loan [step 330], based on a pre-determined
interest rate structure: for example, the interest rate might be fixed for the life of

the structured product, or it may vary depending on various influencing factors,

such as investment performance, inter-bank lending rates, retail price indices or
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made from the financial institution bank account 190 to respective investor
accounts 194 in response to respective payment signals sp from the funds
processor 130. 25 The flow diagram in FIG. 3 represents the activities of

the investment engine 120 with respect to a single investor. It will be
appreciated that the same (or similar) sigps are carried out for all other
investors. 14 First [step 300], a new investment is initiated, typically via

the investor portal 122. This typically involves the new investor 160

issuting BReinvesieairdnpayaiion sigoahsidistenistiflke tTvestiénat the loan is
structure(hg og}%c.t at the be?in%rég. of the first aeriod If the inyestor dges
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The filahtihg s Hga%sarbk? SN BROEREAGTL 3 WRIEH SEXE JeeHRyestor
loantto heviseched thenkvestimgticlsiepe3 A0t iMithés spivctssed peoduptiates the
Various paper forms and contracts may. need to be manyally completed
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taking a 108‘?81181?}?[% 5{1&8@ that #i}%r@(egélzﬁ% Rif! 6ath PR AR %20 nvestment
elsewhere, for example, for other inveStments.
initiation, from the perspective of the investor, has now been completed.

Hereafter, as illustrated in FIG. 2, the trading engine 140 performs the
investment according to the underlying investment strategy I, for a first period
[step 215]. The investment engine 120 waits for the end of the period [step
335]. At the end of the period, with knowledge of the performance of the

investment, investors are given an opportunity to exit the investment [step 340].

According to the present embodiment, if an investor exits the

investment, a redemption may, for example, be calculated [step 360] based on:
Redemption = Investment + Coupon + Return,

where
Coupon = Investment * Max[Coupon Floor, Min [Coupon

Cap, Index Perf]],
and

Return = Investment * Max [Floor, Index Perfym],



The investor invests the investment into the structured product [step 325]

(in practice, the funds typically do not pass to the investor: they go straight

from the loan provider into the investment as part of the loan

arrangement. The funds processor 130 updates the respective investor

account details 127 using 25 respective lgan signals si. In addition, then,

or soon after, the investor makes an initial interest payment for the loan

[step 330], based on a pre-determined interest rate structure: for

exampleytae:interest rate might be fixed for the life of the structured

product, or it may vary depending on various influencing factors, such as

investment.performance, inter-bank, lending rates, retail price indices.or

the ke, 1 o el (oot Vet St R PR Gl o

loan is cartbelledgxtHeviehastiempttoiof-that investor is redeemed and the

investor does not take any further part in the investment. The interest

payment is-{ygicaliyades By.thennyRsIon {tp SRR RARKAGRUBL AR or all

the financial institution bank 5 account 190. The interest payment may be
Striggered byairpprupIeate aightic eripthasiuib dprscedser.130, or by an

independent instruction from the investor to a nominated bank. In either

case, the funds asasesskd 30 bpsatrs fHen reaReeky endYRSIAAEERE Qoupon,
127 in the investor accounts database 126 to reflect that the interest

payment hd&JBERSHAE 1 ineriaRtcthBY b e h{ Mjaleth Hisd-epagy the Index

responsivenerfeaaipt b NI atigNLR! Afl @R BRte sSigRAdIEHNAIGAGther the
that the interest payment has been made. Assuming that the interest

payment hA%685H Fhalfe I0315e Lomisn t ARSI RS AT et pLatipans or

100f the invegiafudeavneupheensompleae: oFieraaltesdaspiivsirated in FIG.
2, the trading engine 140 performs the 15 investment according to the

underlying jnyestment strategy Im for. a first period [step 215], The
investmont SHGhe 10 B 15 Thal A o7 e e () SR g Return.
end of the peribdyestitekhxviedgelofdiey pbefdigiandd/kihef the Floor and the

Index Perfium,

Additionally, the investor repays the investment loan [step 370] (in this

15 example, the loan repayment is factored into the redemption).

In other words, according to the present embodiment, there is no penalty
as such for exiting the investment — because the investment is effectively
returned at par (i.e. in full) so that the loan can be repaid in full, the coupon is
still paid — and there is an opportunity for a return based on investment

20 performance to date.

The process then ends for that investor [step 375] for the respective

investment.

Of course, there may be a bonus of some kind or a guaranteed minimum
repayment for those who see the investment for its full term through to maturity,

25 and an investor who exits early may miss out on such an additional benefit.



investment, investors are given an opportunity to exit the investment [step
340]. According to the present embodiment, if an investor exits the 20
investment, a redemption may, for example, be calculated [step 360]

based on: Redemption = Investment + Coupon + Return, where Coupon

= Investment * Max[Coupon Floor, Min [Goupon Cap, Index Perf]], 25 and
Return = Investment * Max [Floor, Index Perfcum], 16 and where “Index

Perf is [index level at the end of the relevant period divided by the index
Ieve}mv@ecejptt’m@] is hotlpelexiRaric 'vs the:aalmtiative index peifaidnastetunity
that accounts for all 5 coupon payments over the period, as will be
descfﬁﬁ@’dseé BRPYS-an agreed level at inception, whereby in calculating the
Coupon, the Investment is multiplied by the lower (Min) of the Cap or the
Index PerfliththCaptemhievenay b influestoedvshéactorssuain amvelethan the

thel ment is,designed to b mcome[?)earln and Coupons.or 10
oo RIS oI AR R RN A PR BRI chlipon
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t
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exarwmepsthg lmrtwqmymmspwﬁactb%mg ey neihem plilores ponsthier a s1gna1

worq, AGLOIHINALP ARG EQ& goaRodimens, there '&a@%l%%”?étﬁqe%sl%%%@s to

for exiting the investm ent ecause the mvestmenf ise ctlvely
initiate the next round of investment, by the investment engine 140, over the

10 next period (as illustrated in FIG. 2).

Of course, if the end of the period [step 335] is the end of the final
period, as determined in FIG. 2, then the next step must be settlement by final

redemption [steps 235 and 360], and there is no iteration.

The graph in FIG. 4 illustrates an exemplary performance curve 400, for

15 an investment made by one investor using the system described above. The x-
axis of the graph is time in months; the y-axis of the graph is index level. The

scale of the y-axis is unimportant for the purposes of this explanation. As
shown, the curve 405 demonstrates that an effectively investment tracks an
index, which is the result of investing funds according to the underlying

20 investment strategy I,,,. At the end of each investment period, which is one year

in this example, a contingent coupon is paid according to:
Coupon = Investment * Min [Cap, Index Perf]

and the amount of the coupon is deducted from the capital value of the
investment (also deducted may be any one or more of tax, fees and commissions
25 etc.). At the maturity of the investment, which is shown in this example as ten

years, a redemption is made, according to:

Redemption = Investment + Coupon + Return



returned at par (i.e. in full) so that the loan can be repaid in full, the

coupon is still paid - and there is an opportunity for a return based on

investment 20 performance to date. The process then ends for that

investor [step 375] for the respective investment. Of course, there may be

a bonus of some kind or a guaranteed mgimum repayment for those who

see the investment for its full term through to maturity, 25 and an investor

who exits early may miss out on such an additional benefit. 17 However,

this isteet peécaivedieiie eonpoalttid ather itisasnisseshRppectAYedlained

miss%d bonus. In the alternative, if an investor wishes to remain invested

in the’tfuctured product for the next period, the investment engine pays

the coupon 5 [step 350] and the investor pays the next interest payment

on the inveEmbexdifstes 355h{aktonigin maprdcticeplogddve simesamesiayds of

be NSHEAANE S0 PEPAPCIRIP OAISRE AR . retum

payment). In response to a signa that the interes paymer?f1 as been

Smadearsttimeisthe process then iterates to initiate the next round of
investment, by the investment engine 140, over the 10 next period (as

illustrated ind Gn & AhEHISEmE IS FAIRS SR8 BREOAISER R3AIHS Béherated

end of the final period, as determined in FIG. 2, then the next step must
be sBRIBriHENIYgSMENt ERBANRISIPT8 &3S HAR JEBjcandthiskegyyary for

iteradign - die AR G r Al YSHAHBS AN RYEIRAN PRUSOANGL RUVE:, but

400, for 15 an investment made by one investor using the system

des@ipatPhBBVECd He. xeusiosnbTothd oM GE i@ P Einb nEHSt s §da iy gstment

10the grapthisdnfRilREL T *éﬁte?ﬁél'seﬁ%f&e Miéﬁﬁéﬁééﬁ?ﬂb%%% f8F he, use of

purposes of this explanation. As shown, the curve 405 demonstrates that
an eftdetiad fupdrebitheding aergiainfunds, hedge funds and exchange traded funds

as well as strategies referencing various external indices, including various
benchmark indices. Investment strategies may comprise of any asset class,
including, but not limited to, equities, currencies, commodities, bonds etc. and
15 combinations thereof. Investment strategies may include strategies designed to
perform in a variety of different market conditions including market neutral
strategies in addition to more typical strategies, like investing in equities, where
positive returns are highly dependent on the market environment. Investment
strategies may incorporate rule based or discretionary features which change
20 allocation of the underlying investment exposure throughout the term of the
investment, for example modifying return exposure from being 'long' to being
'short' or switching asset class exposure from referencing equities to referencing
bonds, for example. According to some advantageous embodiments of the
invention, investment strategies are volatility stabilised, as being the
25 implementation of a technique designed to stabilise the volatility of an
underlying investment strategy and therefore reduce the impact of external

circumstances on the volatility of an underlying investment.



index, which is the result of investing funds according to the underlying 20
investment strategy Im. At the end of each investment period, which is

one year in this example, a contingent coupon is paid according to:

Coupon = Investment * Min [Cap, Index Perf] and the amount of the

coupon is deducted from the capital valye of the investment (also

deducted may be any one or more of tax, fees and commissions 25 etc.).

At the maturity of the investment, which is shown in this example as ten
years, a regemptiqansraade caleatrdiportdeRpdemptiaasswivastimentiescribed
Coupon + Return 18 where the investment, coupon and return v s are
A0S o SBANE B D OUTTHRH OB R B U e and

empiipye owitly sstiiiets kindsgoinsiitigtexad products or other investment
strategies, for example absolute-return 5 investments. The underlying
inve tment strateq antd therefore the Returns generated from the

. ull term 1nve () . .
mvestment‘emanaé‘f}om an investment strategy, which may vary for
different embodiments of the invention. Investment strategies may include,

Sbut are noPkirfteditotheutstom RAlavingesstoraatastensgioseessfompsgdunit in an
iWeﬁH@&WiﬁQ fREHER qgﬁl@gﬁ@ﬁﬁeﬁéﬁn% RAVEEF@RCterm of ten years for

licensed/approved for use, use of external funds including mutual furids,

heddrardistaisateseinange traBetcaiats As lelvadstvanggissadreshetrgesy
variQusexternalindiggss inGlhingwaiRus ReRFERaLHINAicE Sy DY ERIME Rl ar

strategies may comprise of any asset class, including, but not limited to,
equItIEVLABABIES CESRINeHitds, TRmas @b, ARdMSCEyHBiHAatRsHEent strategy

10theregfu lnMestMant, S teaies SRy dN B AR LFABFIAR ARHSRREh A RRRIaid
in a variety of different market conditions including market neutral .
strateyieS T IGH R MBRINHICAFEraXEdies, IkeSERABSh G in Bguirdstlying

Whe{Ryestment strategy value falls below the starting level by the end of the
investment term and paid out no coupon amounts throughout the investment
term. A net redemption amount is in addition to any coupon amounts received

15 to in relation to the investment.

20

Underlying Investment Strategy
Value
Date Scenario 1 | Scenario 2 | Scenario 3
Unit Issue Date 1.00 1.00 1.00
Coupon amounts paid throughout the
i $0.45 $0.45 0
mvestment term
Value at maturity date (Valuation Date) 2.10 0.90 0.85

The Net Redemption Amount of the Units is calculated in accordance

with the following formula:

Net Redemption Amount
Level)

= Max (0, Participated Growth, Catch-up




positive returns are highly dependent on the market environment.
Investment strategies may incorporate rule based or discretionary
features which change 20 allocation of the underlying investment
exposure throughout the term of the investment, for example modifying
return exposure from being 'long’ to beirng 'short’ or switching asset class
exposure from referencing equities to referencing bonds, for example.
According to some advantageous embodiments of the invention,
invesinaent strategies are volatility stabilised, as being the 25
implementation of a technique designed to stabilise the volatility of an
underlying pavgstm%rg ateg}/ anq) refo 1% r{ed ﬁ)e |m|P ct of IJ;U (berlying
external circumstances on the voIa ofan und ng investment ¥
Some exadtplesmﬁna&twmgyg\/fddemmri 0h+ubeamlfmmumb]e described by
way of example only, first for investments maintained for the full term and

then for invesHBE A NAVIAG- A E N EXE VIl dSRRN Y B NaRE écﬁﬁ}go%lﬁb of

the table below are some assumed values for one unit in an underlying
investmenttBer&tedgrangd mxastrapninvissieae wotadnarYehydard Xe three
different scenarios. In Scenario 1, the underlying investment strategy

value steadifyehinpsitreughaildha e simethtaiTRaAEDaY S aH! [eakifgent
coupon amaounts every year. In Scenarig 2, the underlying investment

strategy 10NAIBRHIEBEIbI %Eagth(?tiﬂahfév&)by e adsiie

investment term but paid out regular coupon amounts every year. In

SceBatimdpthe underlying investment strategy value falls below the

starting level by the end of the investment term and paid out no coupon

amounts thQUGNQU! (e UNESITEN b IETH dLNEbIEURORIAR AR RdZRpiion

addition to any coupon amounts received 15 to in relation to the
10investmewtt prrdéniyivignrossianéat Blatwagyfor Scenario 1 would be:

W

Net Redemption Amount
Max (0, 200% * (2.10 - 1.00), ($1.50 - $0.45 - $1.00)
= Max (0, 2.20, 0.05)
=$2.20
15 For a holding of 25,000 Units, this would be $55,000
Scenario 2

Based on the values set out in the table above, the Net Redemption

Amount per Unit at Maturity for Scenario 2 would be:
Net Redemption Amount =
20 Max (0, 200% * [0.90 - 1.00], ($1.50 - $0.45 - $1.00)
= Max (0, -0.20, 0.05)

=$0.05
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Value Date Scenario 1 Scenario 2 Scenario 3 Unit Issue Date 1.00 1.00
1.00 Coupon amounts paid throughout the $0.45 $0.45 0 investment
term Value at maturity date (Valuation Date) 2.10 0.90 0.85 The Net
Redemption Amount of the Units is calculated in accordance with the
following formula: Net Redemption Amopnt = Max (0, Participated Growth,
Catch-up 20 Level) 20 where: Participated Growth = Participation rate
(Year 10) * [Underlying Investment Strategy Value (Year 10) - Loan
Amount] Undedyomliny eseguoStiateayiV aluel & 110)0s the closing
value of 5 the Underlying Investment Strategy on a final Valuation Date
Catcéwéelglg Legel = Guaranteed Investment Return - Sum [Contingent

Cou r 1 to Year 10 inclusive)] - Loan Amount. Scenario 1 Based

on the values set out in the table above, the Net Redemption 10 Amount
per Unit of Barsdtreerihat Wkesispforus derdeoablgothavse  thietNet Redemption

Redamplign RmomnLeNVa9: BP%natt HohfiRe ($1.50 - $0.45 -
$1.00) = Max (0, 2.20, 0.05) — $2.20 15 For a holding of 25,000 Units, this

55,000 _
Net Redemption Amount =

Max (0, 200% * [0.85 — 1.00], ($1.50 - $0 - $1.00)
= Max (0, -0.30, 0.50)
=$0.50
For a holding of 25,000 Units, this would be $12,500

Early exited investment

Set out in the table below are some assumed values of one unit for an
underlying investment strategy value at the end of Year 5 for two different
scenarios. In Scenario 1, the underlying investment strategy value steadily
climbs throughout the Investment Term. In Scenario 2, the underlying
investment strategy value falls below the starting level by the end of the
investment. The net redemption amount is in addition to any coupon amounts
you may have received to date in relation to the investment. Note that the
guaranteed investment return does not apply if the investment is redeemed prior

to the maturity date.

Underlying Investment Strategy Value
Date Scenario 1 Scenario 2
Unit Issue Date 1.00 1.00
Redemption Date (Year 5) | 1.50 0.90




Scenario 2 Based on the values set out in the table above, the Net
Redemption Amount per Unit at Maturity for Scenario 2 would be: Net
Redemption Amount = 20 Max (0, 200% * [0.90 - 1.00], ($1.50 - $0.45 -
$1.00) = Max (0, -0.20, 0.05) _ $0.05 21 For a holding of 25,000 Units,
this would be $1,250 Scenario 3 Basedgn the values set out in the table
above, the Net Redemption Amount per Unit at Maturity for Scenario 3
would be: 5 Net Redemption Amount = Max (O,

200%*[0.85r A0 ([HvhiF $Rbdpla) sEoMabo®, tHe 3t Galdnp $éhSehivamd of the
holdjng of 25,000 Units, this would be $12,500 10 Early exited investment
Set BUHTE LI eFS A RSB St S 1L N8 SPUTLART 3155h on the

undesiingdvesimeang stkaiagevaltataihalandsef Yadn shtorabuoabidferent
scenarios. In Scenario 1, the underlying investment strategy value steadily

climbs thf%ﬁ@%&'ﬂ&q@&eﬁmem TSI JP REGARNO; 2. e underiying 12:ance
investment strategy value alls below the starting level y the end of the
Sinvestiithetht: iohle wetg éolemption amount is in addition to any coupon

amounts you may have received to date in relation to the investment.

Note that thé.quaianiRRe RYRIHREIBLY ) s iPAi PR HE* (Underlying
investment is redeemed prior to the maturity date.
Investment Strategy Value (Y) — Loan Amount)]

where:

Underlying investment Strategy Value (Year 5) is the closing value of
10 the Underlying Investment Strategy on the Valuation Date (Year 5),
where the Valuation Date for an early exit may coincide with the interest

payment date for the following year.
Scenario 1

Based on the values set out in the table above, the Net Redemption

15  Amount per Unit at Maturity for Scenario 1 would be:
Net Redemption Amount = Max [0, 100% * (1.50 - 1.00) ]
=$0.50
For a holding of 25,000 Units, this would be $12,500
Scenario 2

20 Based on the values set out in the table above, the Net Redemption

Amount per Unit at Maturity for Scenario 2 would be:
Net Redemption Amount = Max [0, 100% * (0.90 - 1.00)]

=$0.00
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15

Underlying Investment Strategy Value Date Scenario 1 Scenario 2 Unit
Issue Date 1.00 1.00 Redemption Date (Year 5) 1.50 0.90 20 22 The
following examples show how the net redemption amount of the

investment at the redemption date in Year 5 are calculated, based on the
assumed underlying investment strategyp values set out in the table above.
The Net Redemption Amount of the Units is calculated in accordance 5

with the following formula: Net Redemption Amount = Max [0,
Participationhatesoild BeneenyénR davepinani bisateaynValuifYdcehaas and

Amo

nt)] where: Underlying investment

closfﬁﬁr%mél 5% e EREEIRAh G riVEsIRBRT e Gy

trate

Value

Year 5) is th .
%ﬁ"tﬁ%c%}é‘i on This

Datex¥@plihs b artuike ViakidtideDaleiesanaarly exit may coincide
with the interest payment date for the following year. Scenario 1 Based

on t%?a %%&ueﬁo%e#%t in the table above, the Net Redemption 15 Amount

per ity for Scenario 1 would be: Net Redemption Amount =

Max [0, 100% * (1.50 - 1.00) ] _ $0.50 For a holding of 25,000 Units, this
Swould be $22®udingderibeioreseotBahadinetiethalies RedosuptienHnapms, as
aboyg dheNELRRLERNNN HMUALESTE BLAIMAIDRIAE SCORaN on the

would be:
redemption date.

The Participation Rate affects the level of exposure to the underlying

investment strategy on the redemption date.

The Participation Rate is variable over the Investment Term. Over the

first 4 years, the Participation Rate is less than 100% which means that if the

investment is exited (i.e. the loan is terminated) there will be less than 100%

exposure to the underlying investment strategy on the redemption date.

From years 6 to 10, the Participation Rate is greater than 100% which

means there will be more than 100% exposure to the underlying investment

strategy on the redemption date.

The Participation Rates and associated dates illustrated in the table

below are by way of example only and different values may be applied.

Interest Redemption |Participation
Year
Payment Date Date Rate
0 |20-June-2010 N/A N/A
1 |20-June-2011|30-June-2011 50%
2 |20-June-2012 |30-June-2012 60%
3 |20-June-2013 [30-June-2013 70%




Net Redemption Amount = Max [0, 100% * (0.90 - 1.00)] _ $0.00 23
There would be no Net Redemption Amount under this scenario and there
would be no repayment as the loan amount is nhon-recoverable. This
exemplifies the nature of the limited recourse loan. Participation Rate 5
According to the present embodiment, thg Net Redemption Amounts, as
calculated above, depend on a so-called Participation Rate applicable on
the redemption date. The Participation Rate affects the level of exposure

to the underlying nves E}EF LSt ﬁpjtl@]%rggl 1pt|og|%/ate 10 The
e

Participation Ratelis vayi over vestment Term. Over the first 4

years, the PartiC|pat|§>n ?g? |I§el_%sl dhap 1007 (yﬁéu ﬁ S thpt if the
investment is exitg¢d (i.g. the loan Is te rmlnate(% dre will be less than

100% exposure tp tge % ment ?Hfaépgy e redemption
date. From years p to 1P, articipp t|on ate is greater tﬁan 100%

which 15 means heye Vé]e enm%%t(x% OOfV lq%p OSU{EJ‘Q thelunderlying

investment stratefy on re emptl A date. participation Rates and

associated dates ¥Iu§t i th? Igo%lov;gali% y V\{%}Sg}f expmple only

and different valug¢s m e arbef) Aterest Rede mption Partigipation

309une 2011 50 %) B ] ST P

20-June-2020 | 30-June-2020 200%

In this table, in addition to being the first interest payment date, 30-June-

2010 is the loan drawdown date and the strike date (meaning the performance of

the underlying investment strategy becomes 'live as at the close of that date").

With regard to the 20-June-2020 date, as it represents a date at the end of

the final period, it is not an interest payment date as such, as the investor is

required to have pre-paid interest at the start of the year 10 period i.e. on 20-

June-2019. Instead, 20-June-2020 is the date when a final coupon may be

payable.

10 Contingent Coupon Payments

According to an embodiment of the present invention, contingent coupon

payments may be payable depending on investment growth over each period,

and payments may be capped at, for example, 10% of an initial unit’s cost.

Coupon amount may be calculated for year Y, for example, as:

15 Coupon Amount = Coupon Payout Percentage (Y) * Strategy Value

Growth (Y)

where:



3 20-June-2013 30-June-2013 70% 24 4 20-June-2014 30-June-2014
80% 5 20-June-2015 30-June-2015 100% 6 20-June-2016 30-June-2016
120% 7 20-June-2017 30-June-2017 140% 8 20-June-2018
30-June-2018 160% 9 20-June-2019 30-June-2019 180% 10
20-June-2020 30-June-2020 200% In this table, in addition to being the
first interest payment date, 30-June- 2010 is the loan drawdown date and
the strike date (meaning the performance of the underlying investment

strategy besenas, Welas @tdhehciadse-oMaat[datend&IWith regasichtatiBrategy

20-June-2 as it represents ﬂat at the end of the final period, it
is not an int ?Eﬁ&bd&ﬂﬁé@%@%& YU§5 the investor is required to

have pre-paid interest at the start of the year 10 period i.e. on 20-

June-2019 Undeelyoh 2 Jruaser20P Bisatiegyd e lwhdiY ﬁn&llazxiugomamaydfe the

payable. 19,Coniingent coupan BaNTENS Aeeprinaio A sTbadimgnt o
en

the present inventio
depending on investment growth over each period, and payments may be

con mgent coupsn pay S may e paya

Scapped at, forhexaphprs Aowust splshintiditscOsBYgsaReEfThAtiRgmum

be calculatg@ﬁgggegqn\@uggr %emrd%uaénli'&&@ﬁmma MOURER {ERP O oupon

Payout Percen

age (Y) * Strategy Value Growth (Y) where: 25 Strategy

Value Groweyntfon dhafocesiderlying Investment Strategy

10

15

20

25

The Coupon Amount may depend on the Coupon Payout Percentage

applicable on the Coupon Calculation Date.

In addition, the Coupon Payout Percentage may affect the level of
exposure to the Underlying Investment Strategy in the calculation of the Coupon

Amount.

A computer system 500 suitable for operating as an investment system
according to an embodiment of the present invention will now be described with
reference to the system diagram in FIG. 5. The computer system 500 includes
one or more processors 502 providing an execution platform for executing
software. Thus, the computer system 500 includes one or more single-core or
multi-core processors of any of a number of computer processors, such as
processors from Intel, AMD, and Cyrix. As referred herein, a computer
processor may be a general-purpose processor, such as a central processing unit
(CPU) or any other multi-purpose processor or microprocessor. A computer
processor also may be a special-purpose processor, such as a digital signal
processor, or another processor dedicated for one or more processing purposes.
Commands and data from the processor 502 are communicated over a
communication bus 504 or through point-to-point links (not shown) with other

components in the computer system 500.
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Value (Y) - Initial Strategy Value] Underlying Investment Strategy Value

(Y) = closing value of the Underlying Investment Strategy on Coupon
Calculation Date (Y) 5 If the Coupon Amount calculated as set out above
exceeds the Maximum Coupon Amount, then Coupon Amount (Y) =
Maximum Coupon Amount for that yeapéY). The Coupon Amount may
depend on the Coupon Payout Percentage applicable on the Coupon
Calculation Date. 10 In addition, the Coupon Payout Percentage may

affect the leng) ebmppeswestentheddngeslyingavestmernh Sitaiegy in0Gewhere

calculation of the Coupon, Amount. A computer system 500 suitable for

oo SIS i TS CHE S B ool S B RBACO e The
presaiRbitentinenvsity 08 hedesaribed wishplieratamwibte ie:diensybieiay be
diagram in FIG. 5. The computer system 500 includes one or more
proc‘ésfrgo‘i% BB SPOVATPEPPEAB iR ‘%%3&8%%?6%%% A5 fygrgodules
Thushihéngsisee sy stethcddQdncludebenatve)oke Jngiedeat®Or The main

multi-core processors of any of a number of computer processors, such as

rocBSTT ol YL ARNE Ty, AL RSHeR? HeEA L TSBHu Rl Seee

procasisas IMpyded anghnksalfourpasapdepeeisat, dvkhdais @ sedityala removable
rocessor or .

processing ynit %.‘IPU or any. other. multi- ose .
PicrBTORBALE AlGoRISHaP ok Aot LsRts, 8 S & BRBCHG peatrive. a
procesapiacsdoit dsiedigitabsignah-podatissaenasranotibsr Propgssthe software
dedicated for pne or more processing purposes. C ands r%d
B S e N e L S A
504 atlthnotigbrppi BRROPGI(drtistkd (nabghownibittR Otigy EERROVIdpiscitically
the compyter syeterm 200 380T11° SPTRVISHSY e S0 ASALENI i, or
main memo’r)P where
other storage or transmission device capable of providing a processor or
processing unit with computer-readable instructions. The computer system 500
includes a display 520 connected via a display adapter 522, user interfaces
comprising one or more input devices 518, such as a keyboard, a mouse, a
stylus, and the like. However, the input devices 518 and the display 520 are
optional. A network interface 530 is provided for communicating with other

computer systems via, for example, the network.

The above embodiments are to be understood as illustrative examples of
the invention. Further embodiments of the invention are envisaged. For
example, the invention encompasses variants in which one or more of the
functions performed by the investment system are performed manually by a
person or people instead of by a programmed computer. For example,
investment requests might be made by telephone to a trading desk, instead of, or
in addition to, via the investment portal, etc. In addition, or alternatively, the
loan may be manually arranged in a known way, and/or managed outside of the
investment system rather than being a part of the investment system as such. In
addition, or alternatively, exit requests may be made manually in some

embodiments.



software is resident during runtime, and a secondary memory 508. The

secondary memory 508 may also be a computer-readable medium that

may be used to store software programs, applications, the investor

database, or modules 5 that implement the methods (as described

above), or parts thereof. The main memagry 506 and secondary memory

508 (and an optional removable storage unit 514) each includes, for

example, a hard disk drive and/or a removable storage drive 512

representinpha flepmosisketie Hivemndemagartic tanevdrivgemen@pagta single

disk drive, etc., qr a non-volatile memory where a copy of the software 10

o SOPBI oM BCATHERL SHBRHEn AUy B0 SO IS e G ven

(reaglionhrenamantksEPROM (erasable, programmable ROM), EEPROM

(electrically erasable, programmable ROM), or any other electronic,

optical, magnetie, pr QIELAIOIARE O AASISSIRNARIPS,CARARIE O any one

providing a processor or processing URit with computer-rea able

Sinstrembodsnditencontputerdykiaen GO0 1heinchidespamisislay §@Mbination with

conneeled YA, & LSRRy A RIP 352158 INETIACESERMRISNALDE more

more Input devices , sch as Jkey%oar , a mouse, a stylus, and the

like. ferdwrevef, ahe dtipurtad élvices s iBnaerdst e aisptaynbiz@tare obptipodheAof the

network ngIaRe %chsf%%}[ég%%W%%%&ﬁ%ﬂﬂ%%%g%&rdgs%?i]lpé&%ﬁ)ove

systems via, for example, the network. e above embodiments are to

be umdg@toor asiifilestedtivélexangiietiog frentbendeps Flthhenvention, which
1Oemblg%g@ﬁg}fﬁ%@%@gﬁ%ﬁ?iﬁ&:Fari%iéaged. For example, the invention

encompasses varlants in' which®one or more of the functions performed

by the investment system are performed manually by a person or people

instead of by a programmed computer. For example, 25 investment

requests might be made by telephone to a trading desk, instead of, or in

addition to, via the investment portal, etc. In addition, or alternatively, the

loan may be manually arranged in a known way, and/or managed outside

of the investment system rather than being a part of the investment

system as such. In



addition, or alternatively, exit requests may be made manually in some 30
embodiments. 27 The functions of the investment system may be
implemented by a single computer or by plural computers, which may be
connected via local or even wide area networks. It is to be understood

that any feature described in relation to a8y one 5 embodiment may be

used alone, or, if the context permits, in combination with other features
described, and may also be used in combination with one or more

features of any other of the embodimentsiMgany combination of any other

of the embodiments. Furthermore, equivalents and modifications not
described bove ay als bee Q c(i without d partin from the scope
of the |nvent|on w&cﬁ gne]ﬁﬁ[rén fie lemé%ségl%rbanyliﬁ%%él%lmg Dge
CLAIMS 1. A computer |mplemented investment method, comprising: a.

financing af invediorIgitEainesieicaBealdinitedregearsn lpasomiapke an

in a security, the IpVeRSIMEN! BAYING AR YNAREVING sBBYEFUDRY §Heﬁﬁgé{ﬂymg

which is to be applied over a plurality of” investment periods, and periodic

5

investment exit poifiestamefsr deéeee RS thddnve spnbind exfsutaithgadity of
payment, which iS,payaRlE B g NRSIRH R cerkemaln pugsied i

the investment; 10 c. investing during each period according t

the investoPexits E SAERETIO
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underlying investment strategg d. calculating: a first redemption value if
of the investment, calculating a payment, which is

payable by the investor in order to remain invested in the

investment;

C. investing during each period according the underlying investment
strategy;

d. calculating:

a first redemption value if the investor exits at an exit
point before the end of a final period, the value at least in
part determined by the performance of the investment up

to the point of exit; or

a second redemption value if the investor remains
invested over all periods, the value at least in part
determined by the performance of the investment up to

the end of the final period; and

e. determining a redemption payment to the investor according to

the respective redemption value and the loan amount.

2. The method of claim 1, wherein the calculated payment includes

at least an interest payment on the loan.



point before the end of a final period, the value at least in 15 part

determined by the performance of the investment up to the point of exit;

or a second redemption value if the investor remains invested over all
periods, the value at least in part determined by the performance of the
investment up to 20 the end of the finalpgeriod; and e. determining a
redemption payment to the investor according to the respective

redemption value and the loan amount. 2. The method of claim 1, wherein
the calculagzd paymemhéfdddseitieasicadingtersist, payeranton aBi RS the
29 3. The method of either precedin clai{n, wherein the liability of the
investor to repay &S8R i ‘ginﬁﬁ%@'b fie RitfestineHP 58 idhmafice Dy estment
The method of claperfdrvdigsein the liability of the investor to 5 repay the
loan is limited to no more than the respective redemption value. 5. The

method of gny prefﬁéji”%tﬁha}im B"Xﬁ?rei& D st apd/prps ie*;%o(r)lfj.the inyestor to
redemption value is calcu atedQ aseglat least In part on a function oﬂ/he
Sinvestment growthapagr the réspeativéiimvestrivento 1peridba®. thherespective

method of claim 5, wherein the function weights the value by increasing
\ t Al _ . .
or decreasing the \?\gﬁ%p?ilggevndlllﬁg on the period for which the investor

remains invested in the investment. 7. The method of claim 6, wherein the
function welghts aligluaesrodsohanyveeesaineg edvin stbereratthegivsh and/or

investment growth hag @ redemption value is calculated based at least in part on a
function of the investment growth over the respective investment

10 period.

6. The method of claim 5, wherein the function weights the value
by increasing or decreasing the value depending on the period for

which the investor remains invested in the investment.

7. The method of claim 6, wherein the function weights a value of

15 the investment growth such that a given investment growth has a
lower value for a relatively shorter period of investment and a

relatively higher value for a relatively longer period of

investment.

8. The method of any one of claims 5 to 7, wherein the redemption

20 payment associated with the first redemption value is calculated
based on the maximum of a pre-agreed absolute minimum return

and a function of the actual investment growth over the period

invested in minus the loan amount.

0. The method of any one of claims 5 to 7, wherein the redemption
25 payment associated with the second redemption value is
calculated based on the maximum of a pre-agreed absolute

minimum return, a function of the actual investment growth over



lower value for a relatively shorter period of investment and a relatively
higher value for a relatively longer period of investment. 8. The method of
any one of claims 5 to 7, wherein the redemption 20 payment associated
with the first redemption value is calculated based on the maximum of a
pre-agreed absolute minimum return ars@ a function of the actual

investment growth over the period invested in minus the loan amount. 9.

The method of any one of claims 5 to 7, wherein the redemption 25

payment associaté Wikidhesegandiredemption velieisosalcatatadre-agreed
based on the maximum of a pre-agreed absolute minimum return, a

function of the actt&MAVERHHER 58P heriod invested in
minus the loan amount and a pre-agreed minimum return minus the loan
amount. 1010The rhbthodtbbdlainel8invberdierthe thenimuimprepagpaeeed return
return is zero. 5 1i1.Zg'rrg)e method of any one of the preceding claims,

wherein the investment strategy is coupon-bearing, whereby a coupon

may be payable to the investor at the end of each investment period. 12.

5The method lof clalhe1metiiedreih ahE evapoh carderrherilaspsparherein the
which has a va'ueime%%ﬁrmg%ﬂgdcﬁleem@&i&g% ARG Rthon may be

investment performance. 13. The method of claim 11 or claim 12, wherein
the second rederhplighis/takeeignnegiasad thy enfhefiagedaieiHaenbpaiod.
value of any coupons that have been paid. 14. The method of any one of

the preceding claims wheied &@ehim 11, wherein the coupon is a contingent
coupon, which has a value of zero or more and is payable

10 depending on investment performance.

13. The method of claim 11 or claim 12, wherein the second
redemption value is reduced by a factor determined by a value of

any coupons that have been paid.

14. The method of any one of the preceding claims, wherein each
15 investment period is a year.
15. The method of any one of the preceding claims, wherein the loan

comprises a 100% loan for the investment amount.

16. The method of any one of the preceding claims, wherein the loan

is repayable at par with no penalty fees.

20 17. The method of any one of the preceding claims, wherein the

investment strategy is a volatility-stabilised investment strategy.

18.  An automated investment system, comprising: a processor

programmed to perform an underlying investment strategy over a

plurality of investment periods, the processor being responsive,

25 with respect to an investment amount of each of a plurality of

investors, to make investments according to the underlying



15 investment period is a year. 15. The method of any one of the

preceding claims, wherein the loan comprises a 100% loan for the

investment amount. 16. The method of any one of the preceding claims,

wherein the loan is repayable at par with no penalty fees. 20 17. The

method of any one of the preceding claigis, wherein the investment

strategy is a volatility-stabilised investment strategy. 18. An automated

investment system, comprising: a processor programmed to perform an

underlying investmarssHate gytranesya bakethlioy ofinvastmenégigods, hel of

processor being responsive, 25 with respect to an investment amoun%of

each of a plurality By SAUBSHbr S AR B RS AERE S P B RgaRR! Trom the

underlying 31 invasigeentistratagydeasest perkignals indicating a level of

investment, market conditions and receipt of a payment from the investor

for an invesgnent periad..19. The system of claim 18, wherein.the :

payment e he ebir b ah L 7 Sh I PN R g myestor
Scomputer programnetodercttdeasaimimgi¢hsteapoomputer readable

instructions, which, when executed by a programmable processor,

perform themethod Qfoﬂ%%@eﬂ%%ﬁws&&gu%z containing thereon computer

readable instructions, which, when executed by a programmable

processor, perform the method of any one of claims 1 to 17.



