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1 Automated Trading Systens Field of the Invention
This invention relates to automated tradi ng systens
for trading products 5 between traders, and in
particular to the manner in which trading floors are
identified to the trading system and each other. The
invention is particularly, but not exclusively,
concerned with prine brokerage systens. Background to
the I nvention 10 W20041040422 of El ectronic Broking
Services Ltd describes a prinme brokerage system
Prime brokerage is also described in W2004/ 001533 of

FX Alliance LLC. PruemitedResadige Sysems concept, has
exi sted for many years and involves a party with
credit trading on behalf of a party without credit for
a fee. Fi¢ldof thd lhvéastiln A Wi shes to trade with Bank B

but h h. b bank.
noe t o PR Rl 8 eb il g elts P R0 pftp 68"
wi hefwdearttadprs, Bahik partiaiibal to teninenndr ivt which tradingsfoots ara identified
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diexelugvaly, wapesrnad wiki mrimebrokasagensystemsage can be
integrated into an anonynous autonated trading system
20 Anonynous trading systenms are well known in the
art. ckaranpd &o the lpyentiops  syst em oper at ed by EBS

Group W@Zdoﬁﬁb4912M@&ﬂonty'ér6kﬂxgt5@\q€esﬁ% Qéé&ﬂbé?‘é:

Eot currencies and precious netals in the int
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Jukgliee, Pty SR bt o el PN earoiescinedi 8 # o T,
?dfaiank\AMIs['tela ¢o adenkitr mﬁtw?]m hels hdm pilt@sleRetitafithcoadR 8| bank A
ne. amn th t
Rl SR 0T ZEB B b b bR eI By TP wn
f anteoinkdod tfarmacm with tablke Bamidrobalge dlkei A bdekfos baditigibn thiche
PhHLAE: br oker bank can nake a profit out of the

transaction, alternatively, the prinme broker bank may
char geBeathVé@2904/0464%3 anyl W02004/6011583 disalosabbys it whichgrime

fﬁ?‘g’gﬁﬁ c?rﬁg? #ﬂﬁéé};gastet%r fo dH érﬁﬁyrﬁ&?{ﬁftqrﬁél@& fAFhg systidt, 1S
_ Anonymous trading systems are well known in the art. One example is the EBS
system operated by EBS Group lelted of London, UK to trade foreign exchange
spot currencies and precious metals in the interbank market.
The system of W02004/04022 enables traders at an institution to trade
through a prime broker bank, giving them access to prices they would not otherwise
. be able to see. The prime broker bank enters into a deal with the counterparty and
then executes a deal for the same amount with the party on whose behalf they have
traded. That latter deal may be at a favourable price to the prime broker bank so that
the prime broker bank can make a profit out of the transaction, alternatively, the
prime broker bank may charge a fee for making its credit available to their customer
bank.
The prime broker customer, that is the bank that uses the prime broker's

credit, actually logs onto the system as the prime broker. They may log onto a
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credit, actually logs onto the systemas the prine
broker. They may log onto a 2 specific prine broker
deal code which is a virtual code shared by prine
broker custoners. This deal code will be seen as the
counterparty to prinme broker hrades by third parties
and will be seen as one of a fiunber of trading floors
operated by an institution. Oher trading floors wll
be real trading floors at various |ocations around 5
the world. Wthin the system all the trading floors,
whet her real or virtual, have the sane status.
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vaits dieinatively, e marbe naprime peskenddgahtodgeal thexprimesbroker
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urmar@ I'nventi o e inventi on, A ari ous
aspect rﬁ‘i"?rﬁpﬂréc’%ﬂ that theferars ésmﬁc&ﬂfébﬁse)(lstlll orgbsals fone

i Bﬁ@mblpﬂﬁhe IHRSKefERR Onflralding syS8m& (vnRA LR Mot A rARRENIREL |
proggms réfate to the relationship between prime broker banks and their customers,

and the manner in which the trading system handles and identifies these
relationships.

Summary of the Invention

The invention, in its various aspects, aims to address these problems.

Broadly, the invention resides in the use of parent and dependent, or child,
deal codes. A parent deal code may be seen by the market as the party to a trade
although the trade has been made via a child deal code.

More specifically, there is provided an electronic trading system for trading
products between counterparties, comprising: a plurality of counterparty trading
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deal codes. A parent deal code may be seen by the

mar ket as the party to a trade 30 although the trade
has been nade via a child deal code. Mire
specifically, there is provided an el ectronic trading
system for trading products between counterparties,
conprising: a plurality of coﬁnterparty trading ,a. 3
floors, for submtting quotes to buy or sell products
bei ng traded on the system each trading floor having
a unique trading floor code to identify it to other
counterparty trading floors; wherein at |east one of

t hm)oCeQ lftms&ﬂirﬁrﬂrng)qubﬂéatb HSI@ dr |s§IDér§dLib@dW nbtPaed onRRE KRtem, each
code a east, one dependent tradin

t ra QQr
| B PR g al{asing op s KhBNOR W e counteros
det[mmmembrst wheleingat {dastodnead the calstephAyWBadify floors comprises a
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t ricedien rade viarthedependentitrading Ackiregde argshewn tacoshiegtarties as
Paf le?%tl{g gja%tf?ﬁ ihd) oo?)éééeem are arranged Into

tra avi'ng a uni que trading floor
code t J hi invaptionyalgormsotidesdd methdd ofdrading ontamelediroaiditrading
T 90es it Qhich thIEQt 24lnd &?thgxgétgﬁaré é‘.’?ar@%& ?H??tr&a%&’ﬁoo?s' géth

assi gning a epen ent tra
orhavipa paiaue frading, foariceds toadm@fy thentladiRidonty otherdedingdiders

Vigrding Dn tIERBRAEL Me héRGd E’(Qnﬁr’sﬁig ras&?ﬁiﬁg Qﬁeﬁér@gﬁtstr?cfmg floor

bet ween a counterpart tra

c 588 torst frgt o8 ryﬂreflf H@%a@fb@qﬁem and sleAving fradss rmasi@or@ th@,

asiepgivedt tt'dallr@ flobi EBRIeisA4BEs bebwed 4 &JunREpdMyIWIB the parent

third party banks trading on'the system
A“Bﬁpﬂgg g%erage trading floor code may provide

prime Breﬁéf?MIﬁgﬁe ?@ea:d@m?rhmﬁg ﬂ%&%ﬁ&e Reis&ignedo a prttme tgoker

Cc rpar on s ving a uni gue tradin

£ PSRt troftedelld iR ik tPOBB N ST, AR

dépkacigatradihg boor codemapbevide ngmb e»qurzrage tha ghﬁér&éﬁbﬁnﬁ being
tradin code, 0 e

P blueialfor e SHSBRIAE Meund AT IrmRiady S the clStomer

i herkitoonepdedaring halepehdent fiope cadeatvherciadhd pm‘rag brokerage is

ABRAABE b the QBRdREN il ﬂ]:){\)loc%ﬁegﬂﬂg cBioflordiijOer bank

to the oor ank Prinme
br ok er Bigterief ganbedigrestscd ﬁme\te@tiorf ma)'mtmm@dveu@t;@m creHit ey

fAbé’ Qésidrdd FrBR tH@EI‘ﬁﬁtﬂow é’bdte IB?a Eﬁi&ﬁe@aﬂk &Y th& Rhilhobk Q&fe ofa

articular bank trading tem may oper
A8 BIPker hapk. ﬂ?r@q)?rph%am W@ﬁ gremnﬁuqectfﬁq)m @wustomer ohiid

dﬂiﬁﬁ? A8 nake dia ek prime broker child floor. A particular bank trading on the
system may operate through muitiple prime brokers with a child or dependent trading
floor code being assigned to each prime broker dependent deal code. As a bank

- may have multiple dependent deal codes, each of which trades via different trading

options, those dependent deal codes may trade with each other.

Trades made via dependent deal codes appear to counterparties and to
others on the trading system as trades made by the parent dea[ code. They use
credit assigned to the parent deal code.

The use of parent and child deal codes has advantages beyond prime
brokerage. A trading floor may be subdivided into two dependent deal codes once




10

15

20

25

30

25 floor code being assigned to each prine broker
dependent deal code. As a bank nmay have nultiple
dependent deal codes, each of which trades via
different trading options, those dependent deal codes
may trade with each other. Trades nmade via dependent
deal codes appear to counterparties and to others on
the trading system as trades made by the parent dea
code. They use 30 credit assigned to the parent dea
code. The use of parent and child deal codes has
advant ages beyond prine brokerage. A trading floor

Irraighlebﬁnmullbﬁfiti‘abdﬁdraﬂmg on thwodfm éi@éﬁdted ngé mﬁﬂﬁﬁﬁﬁttﬁé‘c%esirigle
e t nunber of traders tradi ng on the
£ 15 ofieCan et oS ATt e b Simepfe depsgres,

8 oeimbteariurtf&ntﬂlatmrs the &ided wglrdlg h?).ﬁng bestbhish 4 lﬁlévﬂdéalvgode that
e, es,.. enables further traders.to be .
2 SR SRt e pRRR A g KON EEAT ™l e Brspion
i screditlo adftesh daaitcedpand the sddifidi of furthen Baddnatorktsketions and child

c i t L O redit to a

Fric] eoRadinfge €l se P Uflg BoBB8eFR Aol dgekle fen
WORIGERtiag trading ferds beiween differant veitws of sysitem sefivere or Femdware,
use of child deal codes is al so advant ageous when

mgrating trading floors between different versions of
syst emBIef Dgasréptian oftheiReavdngBr i ef Description of the

Dr awi n@snbbRinteRROSHRERYshioh whifow BRVRREARE, M Wiy S¥% A only,

descri bed, by Wa% of exanple only, and w'th reference

t GnApdt é%%??ﬁ’ﬁ%lw BECQMBANRE Iramifofn whichri gure 1 is a

schemafFigurd 1 lsusddhamb@Til@krafor siERRMLRF oﬁtfa@ﬂigﬂﬂofs't@:@fn? ona

tra @g%ygn a trading system Figure 2 illustrates the
t

cdR $Ma prime broker parent; 15 Figure 3

i 1] ust Fijues? tibstrate thé taneapt 9 alpaimeeedkedpiente br oker
| lustr

P o b b BB oo A bk S an
ariioe market;
Figure 4 illustrates the relationship between a prime customer deal code and
a prime bank deal code;
Figure 5 shows how a trading floor can trade on the system using several
different deal codes;
Figure 6 illustrates frades between a prime customer and the prime parent;
Figure 7 illustrates trades between traders on the same physical floor with
different dealing codes;
Figure 8 is a partial screen shot of a prime broker customer display:
Figure @ is a view of the trader deals panel of figure 8;
- Figure 10 is a view of the prime broker customer’s deal log; and
Figure 11 is a schematic illustration of the message flow in a deal involving
" prime brpker customers each using mulfiple prime brokers.

Description of Preferred Embodiments
Embodiments of the invention may be implemented on any type of trading
system in which parties may be prevented from trading with one another, through
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a prinme bank deal code; Figure 5 shows how a trading
floor can trade on the system using several 20

di fferent deal codes; Figure 6 illustrates trades
between a prinme custoner and the prinme parent; Figure
7 illustrates trades between traders on the sane
physical floor with di f f er en? deal i ng codes; Figure 8
is a partial screen shot of a prine broker custoner
display; 25 Figure 9 is a view of the trader deals
panel of figure 8, Figure 10 is a view of the prine
broker custoner's deal log; and Figure 11 is

a. lmclheitéditorisbing stheiatn THE ehibedifREBERER debiell i s deal
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exchan ot or precious netal

i rﬁ%@WPFGdW"F%‘d% B'I"Y todlsiratedheprnciplesf g iByentiemand isaphg
anyhitinga dane ex=pipslerct tradiMaalyteh dntwhidriserAbddirié@is bathe invention
Wit 4 SemvpE B elomed s 7P (BB Giaol s Corfaris of which are
i rirmmaramd heremylrefembte hahaflodingaedtiptidnl REREHGRE to a trader
e RE gt s deh SRR Eom sk P s o e wiigvetom

i or tcmreald@'dated trpdib@intdriates whivhds & herkstations g aqfadtnige

¢ BB e Bedklinhb Bhdindriem & 52eHele Roahrresn
nﬁ?"cbiﬁon@e Blefay@u:es to hinsdhapkeahnd prime customers refer to workstations
Uﬁn&rﬁhéggcﬁﬂcg %ﬁ&w@%ﬁﬂ&f &r cu§t§¥ﬁel‘§0%%'ﬂi 8n %}hlf@?h?ﬂzo%s may be

i ncor porate erern erence
d@g@gmmtp@ AN thecspgieds g@’grepbqugtptm‘@ras may prime customer intra floor

deal codes.

in a typical trading system, such as the EBS F/X spot trading system
operated by EBS Dealing Resources, Inc, trading floors of financial institutions trade
with one another. An institution may include several trading floors located in different
parts of the world and belong to different legal entities all forming part of the same
global institution group. Thus, a large multinational bank may have local trading
banks in different countries. Each of these is a legal entity in its own right. Each of
those legal entities will have one or more specified sites. This is a contractual
definition related to sites to which the system provider agrees to provide services. In
practice, this has been interchangeable with deal code, trading floor or a dealing unit.

A specified site may have a number of products associated with it that trade
on the same trading systems. Thus, a specified site trading on the EBS system may




15 refer to a trader workstation through which traders
interface with the trading system or to an autonated
trading interface, which is a workstation running a
trading algorithmwhich interfaces with the trading
systemin dependence on market conditions. References
to prine banks and prine custBrers refer to

wor kst ati ons under the contol of the banks or
custonmers. Parent and child deal codes may be 20

i mpl emented on the sane or different workstations as
may prinme custoner intra floor deal codes. In a

t ypcio&é thierbadlit 15X WGér@Uh tHeUpbt §8teh) %eﬁﬁ'ﬁkﬁﬁéﬁl@mt’ough a prime
era esour

f.em In
| o0k o TR O 3 T e mees kb AL o aWemated
Wi tradingristeeiace wich trallies on e dystchowitiayinienehtisheof daves alccording

di ff f th
woP AP B R PR KB oal anilties all

5 f or mi ngh peal BOdBfls e attribaibecof agiroduat. Dearsctddbmmiedmrgastwn Rlentifiers

10

i3

20

25

30

{ 1o Rofl 08 o8t} bl o) 7 ucRE Mol oA irBE Bhamymous).
i sDeal pedpsiaresiandaydisad throyghmwhtheiingustry, Bad thedterm ishised
| Ay 55t bk od18Y B RENRE AAPHEAPGE Flobfh PLAR o

his is a contractu nition relate es to
m&wphmaw@bemfﬁﬁ@wd@tr@@gseg nraskedr ovi de ser vi ces.

In 30 phaptdses ln\fehho% :Hﬁ%u@@sefﬂe cBﬁ(T%r Fgﬁﬁ%?gnl\c?cﬁ%tdgal codes.

code tr adi fl oor or uni t

SB e pliting exampleyin ebedeseRsEn Eﬁ'at'ﬁﬁ émnm%broker banks and

agsine rbled cuétdrier Bankd) waé\Feﬁdﬁs apPlcdib® isTAMR tré8E BsH, as
ied sjte tradi ng on the EBS

;5’5 ﬁca?ﬁeﬁﬁﬁgm' hgs anﬁg?fa'a's teqhBicaLhapets PioWnGREPPaBsioR A
s pTat:lrrr]wgylemre mithbuta domplete ﬁebt?ﬁi@ﬂ@tab?bﬁﬁ@bysﬁanﬂ{ i me broker
t | rl or ar ev. I N as I,
b okor F ol Db de R Eardis of f Rkl et entod i R has
t rtladeshlldrﬂoblrseﬂs‘ystzmrz\anu BXWE. A ptiree besked @inerafs 4 fr&d@g{] fioor
i ) ri ary to the
5 el aftubingr Falinb TR AL bR BBk P Db
c Sdrpori plurility of prime ie*pkersiém éximplesby gelograbhy argmodifcytypéie
t | '
o0 Ol o 8 MBS D0 gD 80 v
t A Jﬂ@b f flesigiated hydhe e?q’ma@nuei‘é@f- in figuse 3}taatgpdia\b$ the
%&@nh@%ﬁeﬁ;ﬂ% erl(éf‘éHe"ig tifd rﬁé’r‘ketaﬁ*ﬁ?éé?é hRez WXV arkl a‘?ﬁ“ n

shows_an exanp a nunb ES tra

i ﬁg%{e relrRtPB denl gorde %ﬁé’@%ﬁmmﬁ\ﬁ@ﬁpm@ﬁm qﬂhaedb@ EBs turnt@ral
C oneaie pitth®afet ®Healbf theGharkét ifl 8latisd@fere they would have

insufficient credit to deal themselves. Figure 3 shows the relationship between the
market, the prime broker parent XYZL and the prime broker bank (or child) 1XYZ.
A prime customer is a user of the system who has chosen to utilise a prime
“bank’s access to greater depth in counterparties and better prices to trade. A unique
deal code is created for the customer that allows the user to trade through a prime
bank. This is illustrated in figure 4. The prime customer PC is a different deal code to
the prime customer parent ABCL. The prime customer trades through the prime
- bank 1XYZ. This arrangement contrasts with the prior art system of W02004/04022

in which there was no concept of a parent and child banks and to secure prime
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In the follow ng exanple this will be described in
relation to prine broker banks and prine broker

cust oner banks. However, its application is much
broader and, as discussed bel ow, has consi derabl e
techni cal benefits all owi ng for expansion of trading
floors without a conplete rec%nflguratlon of the
system 15 Figure 2 illustrates the concept of a prine
br oker parent XYZL which has three child floors,

1XYZ, 2XYZ and 3XYZ. A prime broker parent is a
trading floor that allows other trading floors to

ut bdoke?ege tatradérgebint bank ABG WBuld hlkSbgdddBhtdRE ﬁ'ﬁ&lngﬁystem as
Q plurality of prinme brokers, for exanple
%ﬁ or product type. The chil dren of the PB
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| Neaf fdr € 2. Each PB deal code enables a prine
customer to utilise the PB's bilateral credit in the
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pr i ces Her, tarsﬁh@% trafiing Mo6itifas tKiea ke sPAls dbsi fc%aéseﬂm&r%antrade
t he cu él‘fﬁ% allows the user to trade through
priifpgac %b%‘ﬁ% Thys thereds 19 lopagraanede pre rqr@tﬂt'en hetwepa tradmg
pribore acdiséa) eedesRE shewirdigufees, &g baiRdas ﬁ@d\?n %Qot%@a!f

P t omer rent cust oner

P BT B o BB e ey phich fodlosfBiogh g aiiibank 1RY2 Sna
c otilizea eradittol trterpemmrpaoemt ANVEL S it 8 ot hd MO ARA/aHR2 | f
| Bullh kB8 B8 R SANCERL Y, B RagenL and child

G toreecur & 'r ader
from b%rlkre/ﬁat!ysmtgrs d triaamg flbogyataonsiste of thesetdeabitadgs. Six banks

SHEAEMRRy wit] t‘HQ"nB'RéE%BJ h%g&b@éﬂi Ay éHFL'}:%PQrkL[rErhe

cust oner arent S trader’s uti
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|Id deal code rime bank c ﬁ31
d ank. thgydnay be dlﬁ"erent legal entities of the same glo al institution group or they

may be part of the same legal group. Four of the banks offer prime brokerage
services to customers and have established prime bank codes. Bank DEFL has set
up two prime bank codes 1DEF and 2DEF and as GHIN and GHIL are part of the
same global institution they set up their own prime banks as 1GH! and 2GHI. Each of
the prime banks have customers PC1 to PC8.

Tables 1 to 4 show the perspective of some of the trading floors. Table 1
shows the perspective from ABCL spot trader; table 2 from 1XYZ PC1 trader at bank
ABCL; table 3 from 1DEF PC2 trader perspective; and table four from the
perspective of a spot trader in GHIN. That trader will not see any of the prime banks
as they are shown to the market as prime broker parents.
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The use of PC deal codes enables the systemto support
intra-floor dealing between traders fromdifferent
deal codes on a physical/virtual trading floor. This
m ght arise where a bank subscribes to several prine
brokers, say XYZL and DEFL. 1? Each of these prine
custoners wll have their own®deal code, e.g., PCl and
PC2 and the bank with have its own code ABCL. Here, a
single trading floor has three separate dealing codes
whi ch can trade w th each other. Thus there is no

| onger a one to one correl ation between trading

roors and deal codes as shown in figure 4, the bank
QL a¥a , ag-code 15 ABCL and a porine

custorrer codPCc(ﬂﬂ ch| cB¥&BYs finto a primg bank 1XY
$ tOREDTed) t GREDIThe [pri oeapsirentl XYZL. |t

@ PLiE Li? A Inqﬁ‘@wj‘/cagﬁ.@%m COLOUR

3 tly on the
Mb(ﬁpet@dem ist rBt%es af trading yoor Yhat c¢nsisYs of| Yellow

[;é’,}[_ og cpdesyi X Joank tTgdedryectty wthethe
Lot e V™ DeFL. G N |G L and JKLL. The 20, Yoo

%ht&mt“ﬁ%det)e reM“esents t Ne | ogati onNof the¢ bark. White

In,lg@z &S PT EFENTR Fonmdomagd—N—TTrepregents—iNew—Yprk-
fnllﬂT n\is t hat d—| nd GY;IJL are diflfqerent fl oo\srds off Yellow

t[i@E_Eﬁ?ﬁ?) bapk. N/H“ey "y b¥ differentNl egal entiYies | Yeliow
OT1DEE§:]’CCC3?h Ot ULNIAeI mStTt ut{l O group—P1 thre ﬂ"‘cxy be Yellow

par sane gall group. Fbur_of 'the banks of fer
prliG-hHa(PBﬁ)oker nge Ndervilces Yo custoner¥ and have Y Yellow
——estabt T stred—pr—re—banrk—eedes—DBark—bE—has——set—2—

two prinme bank codes | DEF and 2DEF and as GHI N and
GH L are part of the saneTgbledal institution they set
up their own prine banks as 1 GH and 2GH . Each of

the prime banks have custoners PCl to PC8. Tables 1 to
4 showthe_pt:\;slweai vé GAB/GTRYE PT the tradiphg floors.

Table 1 shows cReprPen SPEREDIYE fror&éﬁ% ppt trader;
C#’?Y&II;E Eﬁ{ om 1XYz PCl])trader at| ban ABCL: table!3
RPAEY poo HMIer [perddct i b MARKET DATA) b BIBkABLE, nOLOUR

thmlqsmr@wpt Ive qf a gpot Yradef in GH'N at tyader] Yegilow
= Aot ar‘.‘,’ Cf t hn nrl e b!anks as—t he![ al.e shoun
XY% (tq"i’PéTfﬁﬁ?rket as Yprime broker parents’ F yl' 8Y PC/pB Yellow
A/ (§4dPYrader) Y Y N Y Yellow
1DEF {PC2) Y Y N Y Yellow
1DEF (PC3) Y Y Y Y Yellow
1GHI (PC5) Y Y % Y Yellow
1XYZ (PC1) N N N N White
5
Table 2
PC/PB PB/CTPY
CREDIT CREDIT DEALS/




CREDI T CREDI T DEALS/ COUNTERPARTY LIMT LIMT MARKET
DATA BI LLABLE COLOUR JKLL (Spot Trader) NAY Y Y
Yel | ow DEFL (Spot Trader) NNA Y Y Y Yell ow ABCL
(Spot Trader) NNA N NN Wite 1XYZ(PCl) NAY NY

Yel | ow
Y Yel | ow

| GHI

(PC5) NAY Y

| DEF(PC2) NNA Y NY Yellow 1DEF(PC3) NA Y'Y
Yell ow Tabl e |

PC/ PB

PB/ CTPY CREDI T CREDI T DEALS/ COUNTERPARTY LIMT LIMT
MARKET DATA BI LLABLE COLOUR J KLL (Spot Trader) Y Y Y
Y Yellow XYZL (Spot Trader) Y Y Y Y Yellow ABCL
(Spot Trader) Y Y NY Yellow 1DEF(PC2) Y Y N Y Yell ow

LT e [T Ty Ry BEEA [ couour
HRERPet reen) T DEAYS/ 9| COONTERBARTY MM T Ui M TY Yellow
DRI Epbt ﬁgggﬁ, I LLABLE QOLO0y JKOC (Spet TTader) ¥ Y Y| Yellow
£l (Spnot Trader) Y Y Y Yell ow! ARCI
ABGhEPorTragrsk Y v YYN Y el | ow 1XYZ(PCZTN Y Y NI Y Y¥I 1 ow Yellow
1XYZ (PC1) Y Y N Y Yellow
1DEF (PC2) N N N N White
1DEF (PC3) Y Y Y Y Yellow
2DEF (PC38) Y N Y Y Yellow
IGHI (PC5) Y Y Y Y Yellow
Table 3
PC/PB PB/CTPY
CREDIT CREDIT DEALS/
COUNTERPARTY LIMIT LIMIT MARKET DATA BILLABLE COLOUR
JKLL (Spot Trader) N/A Y Y Y Yellow
GHIL {Spot Trader) N/A Y Y Y Yellow
5 Table 4
In the tables above, the column marked PC/PB refers to credit between the
prime customer and the prime bank and is discussed below. The PB/counterparty
credit limit indicates credit extended between prime broker parehts and various
10 - counterparties on the system. The Deal/Market Data column refers to the display of
done deals and market data and the billable column refers fo whether the taker will
be billed by the system operator. In table 1, for example, deals between ABCL and
ABCL are intra-floor deals and not billable (or tradable). Finally, the last column
indicates the colour that the quotes will appear on the screen, although any
15 combination of colours could be used. In this example, yellow indicates a dealable

non intra-floor deal and white indicates a non-dealable price from the same floor.
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1DEF(PC2) N N N N Wite 1DEF (PC3) Y Y Y Y Yellow
2DEF (PC8) Y NY Y Yellow IGH (PC5) Y Y YY Yellow
Table 3 PC/PB PB/ CTPY CREDI T CREDI T DEALS/
COUNTERPARTY LIMT LIMT MARKET DATA BI LLABLE COLOUR
JKLL (Spot Trader) NNAY Y Y Yellow GH L (Spot
Trader) NAY Y Y Yellow 5 ble 4 In the tables
above, the colum marked PC/PB refers to credit
between the prine custonmer and the prine bank and is
di scussed bel ow. The PB/counterparty credit limt

i ndi cates credit extended between prine broker parents

and var‘lﬂmuﬁgdr@ 5Gshtm$ mvparotahlemomws@ of piirh€ Bustdrié deal codes,
ca%/l\/arkt i splay of done

rh b0 e %F
AN acGTEY s(ev%rg %{' 'HOIfEH%V'B PSIME R8RS ref ers
t o whetihte ayktemtch\HDZQMJOMOZZ)mekprimmolw ctstemsntgidetas the

R bt ob Bk g BB G 3B bR oo
t rigveliglio by establisbed yetwedneprinzestustontansand pringd Uﬁﬂ(&STfEb@hmltS may
CofMnt e G R AR08, o T g
| rirt Rrige sugiampers cag glanage ihaid irada-day riskdy alsiphing thﬁ@mount of

| ndrédrtd WRRA tﬁify%sl’ﬁﬂgir etr§to' H&‘;%%@#‘?; q&ﬁes@@@hi@%fﬁe and

price fromthé sane | gure shows’
hdb\? %(eﬁ"é\?ﬁ@'gnﬁﬁ Pbﬁ@rPEiﬁ@éh%PCpﬁ ihﬁ@C@a'sQWﬁw e.deal codes,

can havge @@Q/ﬁﬁ Sed e ARV AbwiY itdPB RS ra% itHa8 réc!]ﬁbcfal credit
b In the system of *02004/04022 rine

bﬁ%‘%‘a dhe @‘5 }SF&P&SF?%%%C%%@@%M the casedit EX t@éanaﬁs the

t hetbrsecli®n lof ?ems dﬁa&b&iduﬂtﬁﬁ@gﬁﬂ% tflé glﬁ'ﬁé&ﬁe@gab%bft@w@ncy pairs

es credit 0 be  estapl i e e
pﬁ”ﬁé!‘ e TR RALS *ﬁéﬁi’éﬂ%ﬁ%swm@e?ﬁ Hisee Il bee
esihddbiosdhthalt thyg PCheill piway® repiesi ammiymguatohaé rrrah@ncddnﬁ;rpany
art rine

anage  CREsEa0 PhR e PR g ont b EC e Sdd o0y
administrator functlon This may be set up on a trader terminal or a separate terminal
and has the same functions as a standard TFA function including credit, settlement,
user and report management. The PC TFA can only assign credit to the floor code of
its PB and the PB parent is not able to see their children (the prime banks) nor are
they abie to assign credit to them.

A PC is unable to see any credit events that occur between a PB and the
interbank market. A credit event includes an indication that credit is low or
exhausted.

The system does not allow traders to hit their own prices but traders in the
same PC deal code can trade with one another. These trades do not affect the credit
limits between the PB and PC. The system does not bill the taker (or the maker) for
these trades.

Figure 6 shows how a PC trader may trade with a prime broker parent. These
trades are reflected in the done deals information and market data information that is
made available to other traders. These trades will cause a reduction in the credit
between PC-PB, PB-PC and PB-PB parent. A prime customer actually deals with
the prime back which in tum, proxies for the prime parent in dealing with the
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credit to which they wish their traders to have
access. The |lowest of this value, and the credit
assigned by the PBto the PCis the actual exposure.
10 The PC will see the market view of its PB as |ong
as it has reciprocal credit ]\#ith the PB. The PCs
deal abl e currency pairs (in the case of FX trading) is
the intersection of the PB' s deal abl e currency pairs,
the PC s deal able currency pairs and the currency
pairs that the PB has perm ssioned the PC to see. It
wi Il be understood that the PCw Il always remain

ananytemsty {that iSghdTpiie pareALUBLE e i M@mﬂ&e%uf’@ﬁh& Gibture in

t
T BeRgT PRGpior ek o AT BBl P PBTECtST PR MBe. set
u pprmnelbarkfaa»zparem emdmdwtermnyaamr“aﬁrﬁe 'tteisacioh petwaén the
2R ol DA T e BRI A ASHS rotcre
megteyenent . The PC TFA can only assign credit to the

floor %?eﬁghcgbstﬁbvf Fi]cﬁg%em%n itDrgdﬁr g)ﬁnorsaﬁﬁe yﬁﬁsﬁtﬂﬁ%r But

see theiT
ablifererd daalspegs, éreettﬁatedtas RrinesnintraxFlegr iradesntisse ateonat w‘]ected

any 4&di %Fiinﬁrk@t/@éié Euttcia%vé’ Qﬁ Efed? %E PRER ||||’?| (54: %d:eﬁg bhiBe.

i nt er bank cred event 1 nc .
i ndi catFi'%'fﬁSt%taﬂO@h@u P-t(am@‘eﬂs efipcesen displexsiseandby trElders using a

S)S‘i&t@méﬁﬂﬁayrﬁ@fhe@rweﬁﬂ%ﬁ rlﬁﬁ&tﬁrﬁ Sttﬁ’erQ '|sIs W/ﬁ Lt oﬂ?ﬁ‘ﬂ o@fﬂec(f& ay
can t

but traders in the 25 sane

orfESH bR REPe brakgrausiomen gka E'EH’"ﬂ a@nka‘fl?@% P”t‘ﬁ&tﬁhﬁﬂﬂr@ San act

| iagiTakerb ahdvwiarket akdrBinatnel mafket. TN risySSHOWh GRS Bidthe bi | |
aker these trades, Figure 6

MeHRPRS O{EEO'I ?"Sé’é?'aﬁ)ﬁ;?"g creql seieeneds Thy priges SRpleusd are
patneemntual Tetessevaildbicideabdrearidald r&ﬁtﬂaﬁhde Bny Pmn@lfaae @cﬁaﬂaatuany

k
AT S PR S B ML et oo
c da@éraiae T bel lzdeoDealspdrieb(sbowenl int mére e n #3Grd B, andBhd Oeal

7 Rl SRoRERRLAN o) AP lHe TRoBi PA O BEOreARL 1R el 3 Rt

pickdedin dealing with the ti 11 counterparty (that
i's, thgspg Wse‘éﬂ%mf‘gﬁfg% t]'ot‘lﬁeg all @ea&q{gﬂ E\%é{n EtPriﬂlf

the pl cture I n he 1ter transact | On
i Quﬁfﬂ@eh‘ﬁ?rkﬁﬁﬂanﬁtﬁﬁ §%mwfef@ﬁ iniseweme of the Prime Broker, the

PEdUTRr BRI shadn I?ﬁh@ ﬁFad@PgeéiQ BER R TR thPB O BokePiPER

tr ansal%ttﬁeogyst%?n of WO2004IO40422 the prime broker customer logged onto the
trading system as the prime broker itself. Thus, the trading system, as well as
counterparties interacting with the prime broker customer saw all messages as
originating from the prime broker. In the embodiment of the present invention
described, the prime broker customer (pbc) has its own dealing code, which is a
child code of the prime broker customer bank. This bank is eligible to trade on the
trading system in its own right but may choose to trade via the prime broker to gain
access to better prices from counterparties who would not extend credit to it. Thus
the pbe is an active tréding floor and orders that are submitted by the pbc are
submitted from the pbe trading floor directly to the market regardiess of whether the

order makes use of the prime broker and regardless of whether the order will appear
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prime custoner and prinme bank (where the prinme bank
can add additional brokerage 5 etc.). Figure 7 shows
how trades between traders on the sane physical floor,
but different deal codes, are treated as Prine
Intra-Floor trades. These are not reflected in dea

or market data but do have an'Zeffect on credit limts
and are billable. Figures 8 to 10 show exanpl es of
screen di splays seen by traders using a 10 system
enbodying the invention. In figure 8 there is shown a’
portion of the display seen by a prine broker

C umtcomﬁerpalft:eﬁa@i‘f itiad bﬁ@katbd E’&Xthd:]irirﬁﬁibl&ﬁ%@ﬁler'ﬁnéléﬁbroach

T W N AN e
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| "o BEA whall SRCAYE 0AR § st fuiho el ralEe bfe By ure e
arl@maetfrblmbetb frosaking andidaking prives.Détien THecpbetis asaker, that is

b} BBt BAERb el B ACRE oftk S LGl fpPoa! o

panel Deal
L Fgupistrgtiias ina eredit seeargy r@ﬂikﬂlﬂhﬂﬂef theyasitbehittesltthe brides iretheir

t hfvnl RfheS RIr8&4d a@&b‘ﬂ‘ﬁlﬁb to 'tﬂbcé vdrdn aﬁ‘%rd%?gu@ﬁ?%&?@egsrnggq

I ures 8 to , as a transacted on
Q3 ﬁéﬁurWrtlwg messase vai# @eneaﬁpn dedipd of ordes, faaeanple

t MehelPiet 1R FHkR el bladr orCaW?é?ISI@ [HR@bien &h%lﬁgutytgl%%order
Tr der vg%riwganel is always the Prine

Qe afdevm'@mﬁt?wx%'v fioReth® Prite bekgkaistomer, the

C Wwede ekt lhﬂ@gﬁéh iﬁéﬁtlﬁcétfdﬁ of thbfléﬁt ﬂﬁat B4 ﬁﬁ@ﬁrok&]‘%r&'r laHE
br. oker e tr system as wel |

hus
(5nlfn"{d8 F'Faﬁ?’?t’g’soﬂ 'lll"at gljrg% Broha‘ Prﬁ %ethsm%'rﬁ%'!e@ pf the identity
c whthe peme beokenis suffieipaiEigethie arlePf WY intgipiébd BgtHelspeeihe a

In the enbodi nent of the present
bgﬁtb%%k&gescr bed, the prinme broker custoner (pbc)

has it §ha3wmeded¢scnlgectma|3ebe wktiaobted to eaable tid m‘mceotm‘ekeaf

t T bank, i i bl.e

X gﬁstt% dﬁ?tr@ﬁs{)ﬁ%ugﬁ %ﬁg g% [)Ig ?S}{S%‘f ogyib?? %nr%%rog? tl' ﬁ% pyme
riipkens dowhich &qnbaéebsnnaes rhey pavierdiffeiperd Ipemestavamla’lat any glven

2GR SAd IR éatasmmarma f&f J.arﬁ.wgﬁ@g%kgzepﬁg ifss AR m&g

not exten credit to I S an
t PEGS: Y¥ham the pbgig @cm%m@m thafriethey bm Rutting fisiges ints thec

afn@rkeﬁ H@iﬂ\nﬁﬂ 85 Kh&@ 1B Wihé mécprké@é*b "(‘igstrfﬂuﬁéai J ortdch %f ¥ phifhe

regardl ess of whet her makes use
“’{“FT & E‘thﬂﬁe sy sibrotknew exastly mﬂwborafthwew aiokerrank has
Odirdaf reVsitibhshiap #ienfacting as a taker, more than one prime broker may have
access to the same dealable price. This problem is solved by including a prime
broker priority list in the order submission message. This message is similar to that
described above but instead of including the identity of one prime broker, includes a
plurality of prime brokers in a priority list. This list is used by the trading system
during deal initiation. Where the pbc is a taker, the trading system will choose the
appropriate prime broker which has both literal credit with the counterparty and
higher priority. Credit between the prime broker and the customer must also exist.
The maker procedure is simitar with the system using the priority list to decide, on 4




12 to counterparties as if it had originated fromthe
pri me broker bank. This approach requires that the
order submtted includes prime broker information so
that credit relations of the prine broker trading

fl oor and market counterpartigs can be taken into
account when mat chi ng deal s. Bt shoul d be noted that
the pbc may use the 5 prinme broker both for making and
taking prices. Wen the pbc is a maker, that is they

.are putting prices into the market, their prices wll
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be visible to nore counterparties in a credit

S creeeiptan arhititidtet totwiach primd Breler shiii/take Aotiibation it e&85yd dhould
th@ége own nanme. Orders are submitted to the systemin
an or&ér subm ssi on nessage. The exact nature of this
msssagflgu'ré 111 degtestes tha flvwn of my@egeﬁ inQied@Uitiple Prime YaoKet e

(VSRR 68510 e bt Bilindling el 050 i hacll dengpchsfan the
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E‘gﬂf? F’§1 gpd 5 <SR (e SeFviGRs oh7 seppdtive PREe brakgpbank PB1 108
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i me an e
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is floor PB2. By virtue of the prime broker/prime customer relationship between PB2
and PC2, trader PC2 102 will see PC1’s quote on his trader terminal display as it is
the best quote in the market, and the quote will be displayed as a dealable quote .
Trader PC2 wants to trade and hits the quote at step 3. A hit is an invisible order
and at step 4 a hit submit message is sent from the PC2 floor 108 to the arbitrator
112, the message including the PC2 floor's prime broker priority list. At step 5, the
arbitrator sends to the maker floor PC1, a hit notify message which includes
information about PC2 and the chosen prime broker for the hit, PB2. At step 6, a
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30 higher priority. Credit between the prinme broker
and the custoner nust also exist. The nmaker procedure
is simlar with the systemusing the priority list to
decide, on Pa 13 receipt of a hit/take, to which
prime broker the hit/take notjfication nessage shoul d
be sent. Figure 11 illustratdd the flow of nmessages in
the nultiple prime broker system It is to be
understood that the nessage flowis partly dependent
on the 5 systemarchitecture and that the invention

di scl osed herein is not dependent on any particul ar
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tradm Cﬁ:)or %?Stlﬁ tu?'rrll enelalbsl’est tia%gr(?sront d?frferperﬂ%eal codes 3n thgssarlne ﬂlocSJr to
deal with one another, so increasing liquidity. It also means that orders to be
executed using prime broker credit as submitted direct from the prime broker client
trading floor rather than via the prime broker. |

The second major difference is the introduction of the hidden deal code.

The actual deal code used by the prime bank 1XYZ etc is masked so that
counterparties are unable to see which prime bank has done the deal. The parent
bank will be shown as the counterparty and will be the party whose name appears
on the deal ticket. The use of hidden deal codes also prevents prime broker parents

from seeing prime customer bids and offers.
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di spl ayed as a deal able quote . Trader PC2 wants to
trade and hits the quote at step 3. Ahit is an
invisible order and at step 4 a hit submt nessage is
sent fromthe PC2 floor 106 to the arbitrator 30 112,

t he nmessage including the PC25f | oor' s pri me broker
priority list. At step 5, the arbitrator sends to the
maker floor PCl, a hit notify message which includes

i nformati on about PC2 and the chosen prime broker for
the hit, PB2. At step 6, a | 14 'deal request neker'
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The use of parent and child deal codes overcomes this problem by assigning
a pair of child deal codes to a parent deal code. One of the child codes carries on
trading while the other migrates over to the new upgraded system. This allows the
parent deal code to carry on trading while the new equipment is installed and tested.
The migration over to the new system can then take place without any loss of trading
capacity. This provides a technically elegant solution to the technical problem of
handling upgrades and also makes it much more attractive for a system operator to

~ make more frequent, less fundamental upgrades.




deal with one another, so increasing liquidity. It

al so neans that orders to be executed using prine
broker credit as submtted direct fromthe prine
broker client 25 trading floor rather than via the
prime broker. The second major difference is the

i ntroducti on of the hidden déf code. The actual dea
code used by the prinme bank 1XYZ etc is nasked so that
counterparties are unable to see which prinme bank has
done the deal. The parent bank will be shown as the
counterparty and will be the party whose nane appears
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br oker environnent described above. One exanple is in
all owi ng an existing deal code to be split into two
wi t hout having to assign credit to a new floor. A
split may be necessary when the dealing floor has
nore traders than can be handl-ed by a single 5 dea
code. Although adding a new deal code into the system
is straightforward, all counterparties nust assign
credit to the new deal code before it can trade
effectively on the system In practice, trading floor
adm nistrators are often reluctant and slow to assign
credit to new trading floors and they need to be
convinced that they are reliable codes to whomthey
can assign |l arge anounts of credit w thout increasing
10 risk. By using hidden parent/child deal codes, the
exi sting deal code can remain but has two child dea
codes attached to it. Each child deal code has a
nunber of traders within the total exceeding the
nunber that could be handl ed by a single deal code.
However, the outside market only sees the parent dea
code and credit 15 remains assigned to that parent
deal code. A further benefit of hidden or parent/child
deal codes arises when a systemis upgraded. At
present, upgrading is a tinme consumng and costly
exercise as the whole deal code will have to mgrate
to the upgraded system This can nean a loss in
trading tine or a severe limtation as to when
upgrades can take place; there are 20 few ti nes when
all the world's foreign exchange markets are cl osed.
In turn, this :
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makes system operators very reluctant to upgrade
systens unless they absolutely have to. Consequently
systens do not develop or inprove as fast as they
mght, with mnmany potential enhancenents waiting for
the next major upgrade. The use of parent and child
deal codes overcones this problemby assigning 25 a
pair of child deal codes to a parent deal code. One of
the child codes carries on trading while the other
m grates over to the new upgraded system This allows
the parent deal code to carry on trading while the
new equi pnent is installed Qrfné ested. The nmigration
over to the new system can then take place w thout any
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dependent trading floor code of the unique trading.

4. An electronic trading system according to claim 3, wherein the customer bank

dependent trading floor code assigns credit to the prime bank dependent trading
floor code.

5. An electronic trading system according to claim 4, wherein the customer bank
dependent trading floor code includes a trading floor administrator for setting credit
limits for trades made on behalf of the customer bank dependent trading floor code
by the prime bank dependent trading flcor code.




3. An electronic trading systemaccording to claim 2,
wherein a prinme brokerage trading floor code provides
prime brokerage to a unique trading being a
counterparty on the systens and having a uni que
trading floor code, the uniqg% trading floor code
havi ng a dependent floor code,” wherein the prine
brokerage is provided to the 20 dependent trading

fl oor code of the unique trading. 4. An electronic
tradi ng system according to claim3, wherein the

cust oner bank dependent trading floor code assigns
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10. A method of trading on an electronic trading system in which parties trading
“on the system are arranged into trading floors each having a unique trading floor
code to identify the trading floor to other trading floors trading on the system, the
method comprising assigning a dependent trading floor code to at least one parent
trading floor code, and showing trades made via the dependent trading floor code as
trades between a counterparty with the parent trading floor code.
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| east one of the trading floors conprises a virtua

deal code having no physical traders trading via the

deal code. 20 10. A nmethod of trading on an el ectronic

trading systemin which parties trading on the system

are arranged into trading flq?rs each having a unique

trading floor <code to identify the trading floor to

other trading floors trading on the system the

nmet hod conprising assigning a dependent trading floor

code to at | east one parent trading floor code, and

showi ng trades made via the dependent trading floor

code as 25 trades between &bstractt erparty with the

parent trading floor code. uu | Abstract Trading

Systens (Fig 5) In an electronic trading system

pri me brokerage servicedradigg Sestpmsvi ded by assi gni ng

one or nore dependent or child deal codes to a deal (Fig 5)

code. Prine broker trades are conducted via the

dependent deal codes but appear to the market as
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V@hith Q3R trade with one another. Dependent deal codes can be used to expand the
size of trading floors beyond that which can be supported by a single deal code and
to assist in migration between system versions.




