CREDI T EVENT FI XINGS Field of Invention This invention

relates generally to determning the fair nmarket val ue
wobooa/1bsosanci al i nstrunent, nore particul arly PCT/US2007/006369

determining the fair market value of a credit

derivative contract follQy | ent .

Background of | nvention Féignlﬁﬁy{le}gfoﬁnl\\/@ﬁti onal credit

derivative markets include a user base of |arger

i nst i Figldiodheentidnese | arge institutions use the credit

derivative markets for a variety of reasons. For

exanpl e, Jbinmedioakeldxagksallp otdateaionesthe tiraneke! atve bn,

can obtain significant econom c, regulatory, and

capi t fipangiglipsgrpment, orpraspatticilprly dsteanining the Efir mankeg vatweadla ¢redit

derivatjve market. Commercial banks can al so use the

tredi feriyaive gonpef flvping aprsdit yedd credit risk to their

portfolios as an alternative to the | ending narket.

I nsurers, which typically posses excellent credit

eval uggcikorr}ms‘li(i’lllnsé t.Qri marily use the credit derivative
mar ket 5iet edi t risk for a premum '
I nvest nentCuHMl?,Q:%%%on QRRRRY g?tivgqgrk'e_gqgﬁxdf é’l&gx’%ase%l%%ar er

ot her investors, use tﬁe credl erivative narkets

bot h fnak&iofd TARE 18R et Kuse TRQredR AR EVE HARRIEDY variety of
represents sone of the |largest financi al

10 nt er sERGhAFbreSanhgle, tdiemdndd] behks, THe delealiesns fdraps cirobhs
| arge, nulti-national institutions that nmake markets
i n cr gghificagtenanainicy@gulatdri@nd @alt refiefdroacopieg @bdigak b a credit
dealer's credit depvative business varies wdely, with
sone dwisiter gafravComgmesisldmds va abp editlic cgwlitiderdtiiveanarkets to add
operations, and other being occasional market
par t | PPt & tritpertiolips 4 emalismelieiathe lending market. Insurers, which

typically posses excellent credit evaluation skills, primarily use the credit derivative
15 markets to take on credit risk for a premium. Investment management companies and
Hedge Funds, or other investors, use the credit derivative markets to both take on and
shed risk,
The dealer community represents some of the largest financial intermediaries
in the world. The dealers tend to be large, multi-national institutions that make
20 markets in credit derivatives. The scale and scope of each dealer's credit derivative
business varies widely, with some dealers having extensive credit derivative
operations, and other being occasional market participants. Thus, in conventional
credit derivative markets, information flow is concentrated in a few dealers.

Generally, the end users, such as those described above, transact through the dealers

SUBSTITUTE SHEET (RULE 26)



credit derivative markets, information flowis
concentrated in a few dealers. CGenerally, the end

was@rap9szich as those descri bed above, transackeCT/Osmagn6369
the deal ersand not directly with each other. Oten,

i nfor matnbt%eéﬂg wﬁ&@{cﬁ%th@p Bfténn 81%;[1.8!111%;1 % sé‘%ce aﬁfélrngér%%(c % as lt

t he buyers an ers partrcipating

is i nfef&fegﬂ)tth%%&pﬂﬁ%&nérpﬁng dJaﬁr% 1§ﬁlngmtalrl¥§t 141 formation
associated with particular derivatives. Dealers

t r ansamterihgl ficOirliete iR ads@VistedWid patibilR KelvaiiRE ket . A
broker is an internediary that transacts business

bet ween d®eiles sansdbheitDstids @éatersh@a 4 16kePhbrR€] £ Brlokdr i .
Generally, information dissem nation fromthe brokers
¥ s veinermadiefyf thay itrenstcts Hasindshisatweet b lelsr Dledrakels ds ha@sscifab
limted to the deal ers, because there is no neani ngf ul
cont aetk. Geeerale inforietidyrdiskearisatiomitione thel buokers is verf hefficlemw of
information is even nore inportant vvhen a credit event
occur Burthgy, the prgkers Rugiagss lsﬂlgutn;i/)ts ithealpaleys, Beraesg dgre igfeofegaigaful

W thin th% credjt derivatives contract, that happens
in reSPEELORE % PSS SPETEESENL | ty It i s usual |y
defined i By, tHOW st er .Agreement of

derivatives con‘i’rac SHFROERP, m‘m‘?ortantw}’g %?{fdét%?m??‘f%rs A

gel ef er 8&9% %JS t)\%)\/cafl;]é’:}utev%g sefgaf mﬁndm%%éggh%%gg%% fc&ﬁ,tamﬂ

ati'ves socl atl on I ncl U

Ban k r MaBﬁéﬁym rgsﬁéclt ke rEi@reﬁ)@Ymtltfr?l nelis Eﬁéﬁ)r &E%Béﬁrlfl {9 Master
Followng a credit event, the value of the credit

der i VAgkatRst Fabrelit dEhMRRoNAEMYe (BB bRAIPGEME SF REERMAR
the market standard form of settlenment is "physical

set t | emwnkat araldéfiad byedfeinfeaftidnalcwapy Mt Betivatives dyoeiason (ISDA
deliver bonds to protection sellers to fulfill their
cont r 2008 bt luddBankrapteyo Aslure$d Agyeand Reshiuttucthey | vat i ve
contracts are synthetic and can be created

13 r r espect Follows atckpdit apm e vefe A Gisdrsdib deriyetivatiian fuctyatee
nunber of credit derivative contracts for a Parti cul ar
conpavigelyt Tnocpus bestishihpaketsisadaptinasof seersat iyphysical

settlement” which requires that protection buyers deliver bonds to protection sellers to
fulfill their contractual obligations. Since credit derivative contracts are synthetic and
can be created irrespective of the number of bonds outstanding, the number of credit
20 derivative contracts for a particular company often far outnumber the bonds issued by
that company. This results in a “squeeze” artificially inflating the price of the bond
due to the high demand. Accordingly, a need exists for a method to determine cash
settlement prices for credit derivative trades following a credit event, such as a

corporate bankruptcy. Cash settlement eliminates the need for protection buyers to
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that conpany. This results in a "squeeze" artificially

inflating the price of the bond due to the high
waleowanoosAccor di ngly, a need exists for a net hpdr/s2007/006369

determ ne cash settlenent prices for credit derivative

tr ade&lx@&'bbﬂéﬂa&%llgwscfopghélen@ye%@tnent%?‘&&i1t%r1@txmog@arc@t €

bankr upt cy settlenment elimnates the need f

pr ot eglibwidg LY@ Sedi0del i ver bonds and al | ows for

efficient settlenment of credit derivative contracts

f ol | opdigay of iRGhden@tent . Summary of the Invention

Credit event fixings are auctions to determ ne cash

set t | enentCrgiiticeasiifigs acradibls todutdrmat bask sditteadi@prices for credit

following a credit event, such as a corporate

bankr depivative tr@iee ﬂﬂlowgwem‘@dﬂfqvmtﬁg@ agp eorpfeasé ppnkrepteyy Credit

ensure a transparent and fair price representative of

t he t pvedlifipenere Resiengddy ansure p gpnspasent png fipsics ppieseatriivpeot §e

credit derlvatlvetrades Durin dit. event

fi xi ngRdingearet SV eee ’éﬁ@éﬁﬂ%‘ﬁﬁ“g"fﬁeé‘é givafye {rﬁg ‘onl i ne
| at f f bl t t

et BoheP PR Sel R MBSO

descr | bed *}@Jo%l,%tlars%f yg%féuﬁdp%oﬁqhgﬁs&'tﬁamg9%Lg¥?e%sd%@em

these or rs an enerate a set enment

107 i C eTflé)x{xetﬁc!dE gﬁdes@errfsrd@thged qgrglh\ﬁx%tuke\ﬂ@o ﬁﬁﬂ&ﬁ&)‘ﬁ&? execute these
referencing this entity. One nethod is a net

i ncl ugidRg aRCRRRitd Nhablast @@S&er@ﬁﬁze'ﬁﬁ%h@ﬁe B?Bdhkc@hvatwe contracts
subm ssion and at | east one market order from each

parti edfpakinggidunfiler in a credit derivative auction
following a credit event, and determning a price for
credit derOneateitvés antethod mplngng $vecpring & st sudinidegnaoies

and market orders. Preferably, the market subm ssions

i ncl uskbmission et legshencimiagket asdds fgm el atirticipding Yidddr yreaeredit
Preferably, the market subm ssions include at | east

1§ne ofFrivaiivegudiar follpyigg s gredit event, and determining a price for credit

derivatives utilizing the market submissions and market orders.

Preferably, the market submissions include at least one bid to buy credit
derivatives. Preferably, the market submissions include at least one offer to sell credit
derivatives,

20 Preferably, the method further includes determining if a minimum number of
inside market submissions have been received prior to determining the price for the
credit derivatives, Preferably, the method also further includes waiting until a
minimum number of inside market submissions have been received prior to

determining the price for the credit derivatives.
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derivatives. Preferably, the nmethod further includes
determning if a m ninmum nunber of inside market

wanimriie®Bo®Ns have been received prior to deter PCTURZ07/006369
the price for the credit derivatives. Preferably, the

thod al t | ud ti
mamber of Peee b e i el Oetlhleh sl Bl

pri orantn%léé%aﬁger%xxﬂb Hgﬁz Cfg{yl tﬁﬁﬁ)rfcg fs tﬁenl%xcférn?aq{e* mldpmw

derivatives. Preferably ning a price

cr edi frefd@bly \RieinBiSig ihd %M@k@&ka el bl iiRGs ARchiRShE& market
mar ket m dpoint. Preferably, the price is the inside
mar K edffers s @Bid) tPrefEatf, Beabilcied ifhete@iafleNdtRes hiBidd A8 biBiEed
mar ket m dpoi nt includes matching inside market offers
and bintdsraddble metwlsddImarket snBmissdne hreichoh-Asdeale Bl @lbndsfosy S
and bids .are grouped into tradeabl e matched market
submi Bsfewblg, nmtied alemintInded ealigehertmdéoble mateber rsskednubmissions.
Preferably, method al so includes trading the tradeabl e
mat ched nBicfeerblysthpnridenakes midppintf ie paitylaied tomea splpaiion ef the
mar ket m dpaoint is calculated froma selection of the
non t1°BHRUBY &MARkT REISIIBTFELsTEs thepprsiradeabln gjarkqt ppbmissions

non-tr adeabl rket ,subm ssions are converted into
li i T O REE mgﬁ%‘f“eof%eﬁgl y, the method further includes

l(ﬁc cepting L%}eralbﬁfat?]cametﬂod éurttl“;]ar mclu d gCrC%Jtlr;l zm lesst on ﬁxmu orfl?]r efrom

partl ci pa er e auc era

et h%dpa&urpgéhgﬁnadaq,k mgg&usmtp@%?érm H;@I;Jg&‘, d %ﬁ&rrﬁ]

determ ne open I nterest. Preferably, met hod aI SO

furt h@itoﬂad%%a%@&dé?@&‘a&la%etoP iRBEL, Pr@fe%%@sthe ﬁx&h&ﬂﬁsoor
nore limt orders. Preferably, the price’1s the

mat cheghe inbBludes @la@Bihg $:6 B iffdriifo @nf_&"dr@’ﬁbﬁﬁhm%r_ﬁ@& éferably,
| owest bid. A credit event authority according to the

i nvenhd @ive ivBlye mantkdidet addadtapring - aghdi dfftr @d 16vaessiidr e
credit derivative information for a certain reference
I%entity, A crediteventauthority according to the invention may include a database
configured to store credit derivative information for a certain reference entity,
memory configured to store execution instructions; and a processor coupled with the
database and the memory, the processor configured to execute the instructions, the
instructions configured to cause the processor to receive a at least one inside market
20 submission and at least one market order from each participating bidder in the
auction, determining a price for the credit derivatives utilizing the market submissions
and market orders.

A credit derivative trading system may include a credit event authority, a

plurality of terminals configured to allow a plurality of participating bidders to
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menory configured to store execution instructions; and

a processor coupled with the database and the nenory,
wo b@7pomeessor configured to execute the instrBCT/USINST/006369

the instructions configured to cause the processor to

recei M@rribe HMith e 32hbit QRE aliMSf QndBYidiRLrd B4R SRE BB ABG Ath

| east one market order from each participating bidder

I Nt her yhirdiRyof peh@itipatiNg Biddgs ta inffifa€Bwifhale ckdii eCdneaitority and

derivatives utilizing the market subm ssions and

mar k efubflt dRids marketGtgdssionde imaekket ovders, thaslamigrdgysinerfaceay

include a credit event authority, a plurality of

t er m wmaligiraionfismgartedinfoonatibh fontraling|credia fdrivtivef following a credit

participating bidders tointerface with the credit

Event evautihoeampget apdhaifermsoaitiar di zed i nterface that

all ows each of the plurality of ticipati bi dder s

) ty of pa ;
t o i nt er f AcBetigdiof aychningregdit feryivat {05?%‘?%‘?’? PRy may
submt inside market submn ssions, and na t order
o SIS SR F B PRE BB TR TPt fea S e grter

i nforpation for. tradi . ¢credit derijvati 0] 4 ' .
o e ForngaAporPrpyPE Rl fop 4R LBl i) GO Bg

of au&éﬁv%ﬂ'eﬂﬂllhgxgggk a6l shi@ldoesaRhlosng a credit

event may i nc accepting at | east one inside market

1§ubmi ssi Ori;rﬁﬁﬁes%ti%tlio%%ﬂhe‘mﬁviﬂﬁf ket order from each
parti ci pating DI dder 1n € auction, and determning a
price for e ie4 Gelirim MRstaMB dn\e@Bnpld drddit Zvengfiikpe tradigegitem
subm ssions and market orders. Brief Description of

t he DinavstdndsiceritB.ond emt®dimestiofihe dnveritibh.ust r at i ng an

exanpl e credit event fixings trading systemin

accor danc §liziha eieal lvblodagramillugifting o cxamplanty copputEsgem
2 is alogical block diagramillustrating an
exenptardan be indwdsd inethe sytem efflBhht can be included in

the systemof FIG 1. o
15 y FIG. 3 is a screen shot illustrating one example of a method of displaying the

information on participating bidder terminals using a compact and uniform format.
FIG. 4 is a screen shot illustrating one example of a method of displaying
information on a credit event authority system in a compaot and uniform format.
FIG. 5 is a flow chart depicting an auction method for determining the fixed
20 priced of deliverable obligations following a credit event.
FIG. 6 is a flow chart illustrating a method of determining the inside market
midpoint.
FIG. 7 is diagram showing an example of determining the inside market

midpoint according to the method in FIG. 6.
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FIG 3 is a screen shot illustrating one exanple of a

nmet hod of displaying the information on participating
whra@danoser m nal s using a conpact and uni f or m POT/IEL007/006369

FIG 4 is a screen shot illustrating one exanple of a

met hod of gl 1L.ng..i nfor mat i gn a.credit even
aut hori tnysByEF SIeO?nEyglmﬁTgs go%%%naeé%méﬁgo%tﬁﬁlg?%q’f B erae hﬁeﬁ
5is @bt amuehart depicting an auction nethod for

determining the fixed priced of deliverable

obl i opéthiRADlPptioVb it @vaiiesi t event. FIG 6 is a flow
chart 1TTustrating a nethod of determ ning the inside

mar ket mi Dpwiifidns FI G 7 is diagram showi ng an exanpl e
of determ ning the inside market m dpoint according to
% he met hoollowirlgliG lisboffidrfos us8d hgeitlargighcrimeatiop Ng an
exanpl e of determning the autonmatic trades during an
auct i on. Bef'Afmiedirdal meinpthe emtitodr entities Whweatagaothe auction.
Definitions Followng is a |list of ternms used herein
and t hei r "Msten PRig meaps thealgisitheiaagtion eeskrs opreans t he
entity or en[{,i ties who manage the auction. "Auction

Dat "~ meanRddireregad” ancemiamuiiias 1ebl thradayristaiers fomspkypftiag bids.
Peri od" ngans. a ti,me set by the admi nistrators fqr .
submi t t i ng- BIHE Meskel' SEa Aty RAFIER P Rer L Sty heclreg: bid
rkeg .. ] he i nsi.de market bid is higher than
lﬁe il%}sn%ﬁ)éth\r%?a{rh&(ge}}sgd%?l?rhé%&fﬁra edit Event" neans an event

such as_aBRAIENRS ey EERLIHGL LA ENALe i B9E TS 2

credit default swap contract.
triggers a credit default swap contract.

"Cut-off Date" means the last date for bidders to register for the auction.
“Deliverable Obligation” may be the credit derivative reference obligation or
15 one of a broad class of obligations meeting certain specifications decided on prior to
the auction. -

"Inside Market Bid" means a firm quotation, submitted as part of a valid inside
market submission, of the price at which the participating bidder agrees to purchase
an amount of deliverable obligations with a predetermined outstanding principal

20 balance.

"Inside Market Offer" means a firm quotation, submitted as part of a valid
inside market submission, of the price at which the participating bidder agrees to sell
an amount of deliverable obligations with a predetermined outstanding principal

balance,
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"Cut-of f Date" neans the |ast date for bidders to
register for the auction. "Deliverable Qoligation" nmay

wheoorhaooss edit derivative reference obligati onPOT/USINE7/006369
of a broad class of obligations neeting certain

specific at"LQﬁtSBxgierﬁéagseéjﬁx%rhug&?Q%rsugrglttgcha% st lzmxbordetr t ed

"l nsi de Market Bid" neans fm quot at'l on,

as pakibm@kioR oY Ak | h e'a%ﬂx&ﬁhmmﬁ%ﬁn@l}mlm:rsclﬁlle&r}o p&}éhaéeﬁﬁ

price at which the participating bidder agrees t
pur chas@nedt delivatdble oblfgatith witedrls@ndi dridibdl 8AsncWLS »B oaequal
predet ermi ned out standi ng principal balance. "Insid

Mar k eto thif duetationme@ms stated inrstiohq Befeadblype big lﬂﬁmbteﬂe@ﬁthﬁﬁ)r equal
part of a valid inside market subm ssion, of the price
at  whioghe miqeofp@rinéidpi ngreltet bid) thal sdchepartiaigating didie setedittedamits

anount of deliverable obligations with a predeterm ned
out st sHidiinsige prikelerbrissidval ance. "Linmit Bid' nmeans a firm

quotation, submtted as part of a limt order

submi ssi onHMEfOHRENBRY *tfémai“"%ﬂ“d"}b’f“ﬁ%d Hart Pl [t aréeg

bi dder ,agr.ees urc e an annun f deliverable

obl i gaPTSHE™ {f ‘@‘ﬁp'%ﬁ at‘{v}l‘ uéerf’df“r‘i@atﬁllg Wg‘frﬁﬁre“ﬁ%\f"ﬂﬁﬁ@“%’ of
to or n. anount . uch.

Pr ef ecriﬁglg%@le tbﬁégt%%dﬁ#u 3 tﬁtg g Ln ”mt“ﬁghaﬁag?e ué’d%%rl eqf‘aggtthee

1pri Ceq&tatx&hﬁndu%ka@@ umg}ks%grrulgéd& tPl;la"l}t;rab%}'I 91'3 o Q‘rnlius{;bie%%tatiep g

bi dder submtted in Its v I NSl

subm &gk &Rqual ol tiP ﬁucgfftl%rmsxmnét @feﬁ thert %(ﬁ%%l@ibét&@ bidder
subnmitted as part of a limt order subm ssion, the

pri cesudiitalningR vélienspRmiailei QBhisdG. bi dder agrees t 0 Se| |
an amount of deliverable obligations with an
out st andi NigmprGriw Sptahisspal aemea supmisdorofrore 6 pedicifating Yidier
quot ati on ampunt stated in such submi ssion.
Pr ef ereediteg by thh edrajfiifteatorndrsing the bigdiegegod or subsequent auction
15 bidding period, as appropriate, of a limit bid and/or a limit offer. Preferably the offer
is expressed as a percentage (in increments of one eighth of one percent (e.g.,
35.375%)) and a quotation amount is stated.
"Market Bid" means a firm bid, received by the administrators during the
bidding period or subsequent auction bidding period, as appropriate, to purchase at the
20 final price deliverable obligations with an outstanding principal balance up to the
quotation amount stated in the submission for regular way settlement at a

predetermined time, for cxample, three business days after the notice of bond

settlement date, without accrued interest.
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than or equal to the price of the inside market offer
that such participating bidder submtted in its valid

w0 pa7dedosmr ket submi ssion. "Limt O der Subm sBCDNS2007/006369
means a submi ssion froma participating bidder

received . lN{a l%eh@ff@rd H;Eeﬁk 3 %mt@* $ecgt%d HyGhe alar%m@h ggr's ABring the

period or subsequent auction 'bidding period

appr eRidin ?E&lod%f su@sehﬁem ductdh GidainglpRi6d, As &ﬁpmphatgftcf s%l'l at the final
Preferably the of is expressed as a percentage (in

i ncr Q)Heﬁteﬁvdﬁébldlibﬁgaﬁbx@ Riith a®butdaneinp plimePhltbalasice@p fo the quotation
35.375% ) and a quotation anount is stated. "Market

Bi d" ameamstaiad fitliersuinickjonrfecegulaedayryttibrhent atd pradetgtmimt oms,
during the bidding period or subsequent auction

Sbi ddifergxqoenlé, Guce basncayslayoifiei the wofice of bpndrsetersant dte, whiout
final price deliverable obligations with an
outsﬁﬁﬁﬁﬁw@ﬂﬁ¥ln0|pal bal ance up |l o the quotation
anmount stated in the subntsS|3n for

Eettleneng %Fﬁg?ﬁtéﬁ@ﬁéﬂﬁWﬁbﬁ ?r%ﬁ?m# er@@ﬁﬂ%ﬁéyathree
dat o PR eahe e erst A R bR PR R e
firmoff e‘rMatcrx???%rEzgnq nt?éénst Ia%ve%ggpng\!v§&ng ﬁc‘ﬁ%&p‘?\%eg&l’ (Nlhﬁg h%%ﬁ

bi ddi ng perio subsequent aucti on peri o

1AS apRhg Hg\)eqtsgmﬁ LAt éﬁ!}tl on% ph&%f Blen@noRor fie ddglhyer abl e

obligations wth an outstanding principal bal ance up
to thglgdetsat i on anount stated in the subm ssion for
regul ar way settlenent at a predetermned tinme, for
exanpl e, tNuneRadastsd MQRS" dayiSangthiaehed vekenhbtiic®t @ fradogbid
settlenent date, wi thout accrued interest. "Market
O dertiarkans a market bid or a market offer submtted
by a participating bidder and received X t he
adni ni st r 4fr'smetns 4op mitieBenor eriinigle pupeodter" Material ity
Event" means an event or news the occurrence ?f mhigp
15as or "Open Interest" means the difference between (a) the sum of all market bids
and (b) the sum of all market offers, in each case, submitted in connection with the
first auction described herein.
"Participating Bidder" means any institution that has been approved to
participate in the auction.
20 "Pro Rata" means that participating bidder’s orders are matched proportionally
with respect to the quotation amount of each such order and the total amount of orders
that can be matched in the relevant part of the auction,

"Quotation Amount” means the amount stated as the notional amount with

respect to a particular limit bid, limit offer, inside market bid, inside market offer,
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could have a significant effect on the price of one or

nore of the deliverable obligations. "Non-Tradeabl e
woRekavdo3sreans any nmat ched market that is not BCT/US2007/006369

tradeablc market. "Offer” neans any linmt offer or any

| nsi dga /Byt orQkafs@tfuent %ﬁtrbrdemn%r gx‘f‘l&lpeftmﬁaﬂﬁ 51% mission, which

di fference between e sum

(b) t hﬁbtﬁm}x of arﬁhtkgrﬂ&[dﬁ%ie o@ffgl%g(a?nplé US?I%B ob@se,
submtted in connection with first auction

descri bed "hbnfision" mddad, Mt@feﬁiﬁ&tlt@ﬂpaahc%ﬁ bncﬂi&a&ﬁr vaiYinside
i nstitution that has been approved to part|C|pate In

t he awaketeuhmissienor Rait @der@Ebadisioh bEducHAFICIpatiigdddet®r market
bi dder's orders are matched proportionally wth

? es peerdert sybseqmsnidinot cader orsulampmantimaddet @des bubsiited bpsider and
the total anmount of orders that can be matched in the
r el eveificipzhrabidser to Fe agmiatsiradrs: " Quot ati on Ampunt " neans
the amount_stated as the notional amount with respect
to a parti "TUrRe Mpngett mpangjany|magphed resrke for whinhs ihel insigemiese:

bi d, |ns ffer, market order or subsequent
mar ket of ’ésfmr?% ?{gf?rf’g‘iuﬁlatl ng bi dder's submi ssi on,

O T S R R, TR TR R T

16 €SPeghchi ndd@r ti ci pating bidder, any valid inside
mar ket subm ssion or linit order submi ssion of such

parti ci patvig mid %erpgubfﬁﬁﬁlk@tme%s@%ﬁbmn%\*gﬂsﬁ%ga%%kc{qét%t
order or subsequent market order submtted y suc

par t i idddenictad@d by thel edmihiOrakdiCduAhObigdiAAleAbSof both QK GO Y
Mar ket " means any matched narket for which the inside
mar k etharket bid and an inside market offer, each expressed as a percentage (preferably in
increments of one eighth of one percent (e.g., 35.375%)) and preferably which do not
15 differ from one another by more than a predetermined amount (for example, 2.00% of
par), and for which the inside market bid is not greater than or equal to the inside

market offer.

Auction Methodology

FIG. 1 is a diagram illustrating an example of the credit event fixings trading
20 system 100. System 100 includes a credit event authority 102 interfaced with a
database 104. Credit event authority 102 is operated by one or more administrators.
Database 104 can, as illustrated, actually include a plurality of databases depending
on the embodiment. Credit event authority 102 is interfaced with a plurality of

participating bidders via terminals 108 through network 106.
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bid and i nside market offer are equal. "Tradeable
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bi ddi ng perio an inside market bid and an

| NS fe aBEKGled 8f {ilioss HRE BRI $84d @SviRIcRAbGEDtagRvok,
(preferably in increments of one eighth of one percent

(€. Qorevena-wirk® ¥ vircRBdhepb i seadtetworkibi ohe donthetiordihérbaer
from one another by nore than a predeterm ned anount
(f orrueka{iRketain2mBOdmedts qpait eyentuuthofirl 02unidohtetrnaali WS icde
market bid is not greater than or equal to the inside
mar Kietintefidet withiwtioriol6 Mstwirediaidsy yirelpsseommynicagondinky R
|Ilu§trat|ng an exanple of the credit event fixings

tr aﬂun muptisy emlendimenigcrediyavens Aythaniy 103 and/ergminalg | g inlajesrd
authority 102 interfaced wth a database 104. Credit
e;enW#%M?%@kNﬁwmfﬂ?dP§mBﬁ@?QFéﬁ*%y one or nore

SRR TR B M R R

abases dependi ng on

t he enbodi nent . edj ven ; i i ,
D PP e n gings ML A0 stk el Boviogs such s

via éa%aml{c%lnﬁutt&rggrr;{?ﬂmv&gmﬂ&am_{téﬁumbé dPpRE, however, that

enbodi nen e 106 Ts the internet; however,

net wor ki, 40 ﬁ)SQz@ﬂ;eQﬁy @Bé’ofttén‘xﬂ%ammﬂ%{e@ & ifludettc@he Gchalvy de
area network, wired or wireless |1ocal area network, or

even,@i llgﬁge @Eteﬂﬂ. e hRGsdspPeksdateiar ea net work, or
sone conbination thereof. Further, in certain

enb Od i MENthS te&h eaihbrigVead toadehtifp cietiyeve@2utherdy b2 is intended to

termnals 108 can be interfaced wth network 106 via

Wi I ethdane thor tewiinals| 168 somgomiveta Wt G e vET! ARBOr 2 theough the
computing systems, hardware and software, associated with credit event authority
102. Thus, depending on the embodiment the term authority can refer to one or more
servers, such as internet or web servers, file servers, and/or database servers, one or
more routers, one or more databases, one or more software applications, one or more
Application Program Interfaces (APIs), or some combination thereof. Further, the
computing system associated with credit event authority 102 can include one or more
computers or computer terminals. To that extent, some of the same components that
include the computer system associated with credit event authority 102 can also

include terminals 108. An exemplary embodiment of a compuler system that can

include credit event authority 102 is described in more detail with respect to FIG. 7.
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i n anot her enbodi nent, credit event authority 102
and/or termnals 108 are interfaced with network 106
WO 2@7mpg08sl commruni cation links. In one enbodi NnROT/US2007/006369
termnals 108 are conputer term nals, such as desktop
or | apt op seREPISFForavty inMdBES s SERRAITROLS, b GHALNAL S
108 are handheld%dév?agg, such as %agﬁﬂéﬁ%mggh%ﬁ?%?s

Or pepaspatingthi@id & deﬁxﬁeﬁjo§ﬁ(§1@ 8ih crbdit b hmf?&irﬁ@?%&% a

however, that termnals 108 can be any type

t er mi ¢redit coanfitigy Cadit bini RGbitd €0 ineonfiphes 1b @RAkbE Yhe positions
utilized by the systens and net hods descri bed herein.
The tiedmmbagutOhdrsingyte stasdaeideod inkdgiee! drédit evenealitkorigV@D Hisplays
authority 102 is intended to indicate that termnals
3108 cisfermatioe wlated i thépasitiedistored vredutabase i 0o itie parfi@iating bidders
through the conputing systens, hardware and software,
assocYatwinali 10B The e evay evihoriny 108 ghéntopledl@ps a filalugice and
depencg' ng on the enbodi nent the termauthority can
refer elfeB%B?‘?é%‘?ssoﬁﬁf‘:@“%‘éi‘C\t/‘%‘rss, such as internet or web
nd/ or. dat abase servers, one or

AR (S AL N A
o181 B0 B AP0 1 RAS ARG BAL B0 TR0 2

I nte ( one nat ! :
10FUT t RRduded BEIHGOMR M REY, 1BY SLSM fenaGhdds Qm\@t};pg gﬁ%gct%&esgné

event authority 102 can 1 nclude one or nore
or COFPLH Rlalwa®d MtHBBLS: of T cbRAlterSyct@N vhetiP IR pf%t:esgikgesystem
same conponents that include the conputer system
as s ochadidedonatot fvaHl @ebcéss Vi8N de@ oAb sbyeral BiceAThd| SRputer
include termnals 108. An exenplary enbodi nent of a
conputyeem 20PsHf EX. R katresergad ab mgnpld exa@ipraif b p@vdiig system. In the
authority 102 is described in nore detail with respect
t o Flegmpte SFEE.@nson@oieptyetre 2 hgludenchrombessr 210 configured to
standardi zed interface that allows the participating
Lpi dderrira the gesratiguofsampyier sypemgop mestosti0f, stayesa £06, a network
authori%% %q%z rior to a credit event fixi ng. Credit
event™Sfhor: ¢ 551313(512’“51’? 2L oAk intesiaceZd HrRdhbus £ ewrigresd to

posI tillutgr?asce the various components comprising computer system 200,

Processor 210, in one embodiment, includes a plurality of processing circuits,
such as math coprocessor, network processors, digital signal processors, audio
20 processors, etc, These various circuits can, depending on the embodiment, be included
in a single device or multiple devices. Processor 210 also include an execution area
into which instructions stored in memory 204 are loaded and executed by processor

210 in order to control the operation of computer system 200. Thus, for example, by
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i n database 104. Using the standardi zed interface,
credit event authority 102 displays information

WO edoatied3t o t he positions stored in database 1BdT/US2007@06369

w

participating bidders via termnals 108. The credit

eventeaktihddidionOdord N6 ﬂ'ner?l?é» 96’4, gltggéso% o c%?sla & iit%\eleng nd
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| 0gi Galhofty 06k dkRQE ANk Alustibatifg an exenpl ary
enbodi nent of a conputer system 200 that is, for

exanpl e, Megbyidedintifict NSt ¥R RbnBYSd @RS indReiHIRS
credit event authority 102. As will be understood,
sone rtfypel toflh preeedstng neysty@0d il iadiwaysomdantighoRared w
of any conputer system whether the processing system
i ncl uehepragifyestony ingag@onabr tpstoe s ori®niinpel inid@dnpurer eys@m@00,
several devices. Thus, conputer system 200 of FIG 2

i s priésBAPeY 28sack asscrpithancaprisb Mepforn20dcariagudenglepending
system_ In the exanple of FIG 2, conputer system 200
i ncl Pade Rbpimedaphiralisn g mepamicente avhich cangstinchided 33 a single
operﬁghon of cpqﬁut?r system 200, nenory 204, storage
206, §"'Hat\i8PRUPHVSFfHEE 208, a display output 212, a

user integfac 14, .and a bus, 202 conf.i red,to
interfac eétf)‘ﬁ%e 62\9 é Ficlsdes. 1o getiamm oy R?agm %’gs IP%F% ﬁg%fﬁ’ﬁsp‘iff{ﬂg“red

105YSt MR8 vahQCESSRE nfadi? Fol KafRE gﬁsﬁg gglh@gé%{oﬁgé Hies

a plurality of processing circu

COPI GRBRISO! flopPEdiVe EAariRLACE SSAlSa ﬂo%lgr&im MR sk drive
processors, audi o processors, etc. hese vari ous

Ci I CUbiffpuRan,re@dBP e Behpag daR, ahder LMRNI¥E Alsk iR chiighudgd
in a single device or nultiple devices. Processor 210
al so recavt wdigitah midexdkulniaoahea Bt dintth Ostovidei0s hlashéeludet diskns
stored in nenory 204 are | oaded and executed by

pr oc eigser wiidh@ai melpdedemovee disindrived. Thendsivespedhaled mstooke 206
comput er system 200. Thus, for exanple, byexecuting

5i nst refctsrddn e veaglestoniomesisipat Yas30mpd thsreere imsgigtions togh@ loaded

20

causes credit event aut horitBI 102 to execute the steps
descripERgmYY aJAkand used by processor 210 to control the operation of computer

system 200.

Network interface 208 is configured to allow computer system 200 to interface
with, and communicate over, network 106. Thus, using a network interface, such as
network interface 208, credit event authority 102 is able to communicate with
terminals 108, Depending on the embodiment, credit event authority 102 includes one

or multiple network interfaces 208.
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the instructions just referred to. In one enbodi nent,
woreoony0294 al so i ncl ude secondary nenory usedPCDUS2007/006369

tenporarily store instructions or to store infornmation

I nput i ntg: er ,sy m 2 L.e . menmory 20 cts
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depengdinge 9t 4 N5 BANLIRA in Aotk d f i
circdits,emhichgggn beling%ﬁaedﬁas a §%ﬁg€€y eVIgéngP
as  a iftbiaibd tb ¥ uldf vid ViSRS Bpage 206 includes, in
certain enbodi nents, a plurality of drives configured

t o recei vV@seviatetfod 3 1k eGFifQREY 16 allocH Rer tE&EertﬁW'c@mpdtJﬂ
one enbodi nent, storage 206 includes a floppy drive
Sconf isgptame20t Thus, depehding aa tid eapppdimetit Sker ir@erloNRaCin ickilsds a
drive configured to receive a conpact disk, and/or a
di gi tpbseipteréage dikefbortd inteefacsomfandjamgdfatepete.ecei ve a

di gital video disk. In another enbodi ment, storage 206
al so i ncl Tgeendardined interfycssan ippinde Hofererre domedngke canéipredatb e
di sk dri drives included in storage 206 are

es. Th J
used b & e%ﬁg%é?t@%‘*?%}%WFﬁw?‘ 2 GHOpF STtV prg FopRoECTEY C@P%&gred to r;m
th i.nst ' be | oad i nt o, menor 4. an
uea Dy PR [HCHCBReab Qe SutbiEy S muChrantashn itk e
: interface 208.is .
1020 il so RN B IR o8 YO | LB AR OGN B Pt
with palﬁﬁgatiﬁgm i @bGfolY Bhnne Gk M(!EW% %gut fg-otﬁ'n:tﬁc‘z]bag%pggnga

network 1 nterface, such as network i nterfac

cr edibldd@Y BRI lb:ﬂ/injaqgﬂn}xé 306w ik OdALH ﬂdcé%c?enw th
term nal s 10%, Dependi ng on t he enbodi nent’, credit

eventra@tibat CérnpinfBRirésnad Aspes odIRe sifidaidizbd infRite BRUINEsked
interfaces 208.Di splay interface 212 can be configured
t o akomfulydwiput er system 200 to interface with a
di splay. Thus, in certain enbodi nents, conputer system
15200 di spl4sypg example of the compact and uniform display of information, credit
event authority 102 is configured in certain embodiments, to display the following for
each participating bidder defined in system 100: a reference entity name, a quotation
amount, an inside market bid and inside market offer, the fixing midpoint and
deliverables and, market orders and limits orders. Credit event authority 102 is
20 configured, for example, to display the information using the standardized interface
described above. Thus, credit event authority 102 retrieves the relevant information
from database 104 and transmits it to a client application, or applications, running on

terminals 108. The client applications then display the information in accordance with

the systems and methods described herein.
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information to a user via display interface 212. User
interface 214 is configured to allow a user to

WO naognbmee with conputer system 200. Thus, deprOTURZYODMNG369

the enbodi nent, user interface 214 can include a npuse
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conp Q%%aﬁoxpcgﬂgﬁn%fsq 6k ﬁsglfg L Bk S0 afid Gffolm fyent Ea?#galat%é%{h}/g

102 as well as client software conponents con

t 0 I Widderthd: Rrpaiibigdthyg #Qs crddMéSent Miﬁ{ah&tio%_\rs‘%ﬂéfe,@&% DQHeh Yo
102 can work in conjunction with the client software

r unnitigy oom speeifididhaing!, dkith dilah O fEBhatianiedins R (B specific
information to the participating bidders in a uniform
Smannevesitarslint the quetdsi T dispy teréan 000 i REG. patchided Aqadrhlhgof

bi dders through termnals 108 in a manner that all ows
qui cleolumasip2-3ah disglidvindi Bigt3, ealams¥a inclodss. the@emesaif marious
features and aspects of the standardized interface are
di scUsEEe aRities Puvhih guditdprivaiies baye bsea mpheavaifablefiesystem
conp d i formdisplay of information, credit
evenﬂ8g6$ﬁ8W%E@mfﬁ?Sf GRBHPR HOTELEsTORia ) it pagh reference entity
enbo_qul de) untnSJOZ.t 019 I 8%63%091%?]32%; iig%éega\nlf\%l{é hl:é %H%‘? go% and inside

parti cipating bidder |

o IR 10 R 0 SRR A
m dpoi nt @idoweld ﬁ(&&d@pﬂh@ﬁalﬂaqwewr !ﬁﬁtpal‘%%igﬁl{ng bﬁﬁl(gs including

l[imts orders. Credit event authority

conf ibgiyriest,in EMmeEN 8 BRI Fter friResth Sdhhr@Y330 N @hds1ErQEMBE 1effic to

usi ng the standardi zed interface descri bed above.

Thus thepagidipsting bidtdr sightidias tetnyindl 0. r et ri eves t he

rel evant information from database 104 and transmts

it to a cWVidow 33ppihideslimniorrderofor pprticmtingtridierss itehniingghe

on termnals 108. The client applications then display
15t he ibifFsize iregojuam 324 thsdidarigainceluph 824, the offer price in column 326 and

<

the offer size in column 328. These orders are again preferably specific to the
participating bidder signed into terminal 108.

In certain embodiments, the participating bidders can customize their view of
the information displayed. Thus, for example, the credit event authority 102 may

20 receive, from a participating bidder, information defining the customized view

requirements of a participating bidder, i.e., using the standardized interface, a
participating bidder inputs information defining a customized view.

FIG. 4 is a screen shot illustrating one example of a method of displaying the

information on display interface 712 of credit event authority system 102 in a
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the systens and nmet hods described herein.FIG 3 is a

screen shot illustrating one exanple of a nethod of
walcepliegpdng the informati on on term nals 108 uBCTYSZA07/006369

conmpact and uniform format. Each participating bi dder

auot SR REg SRR TG f iEdhnin B f@%iiii's«é kG o
ter mt mals%$ %chﬁtl tﬁ‘amh@%fﬁpl&nflt {fﬁ%kp‘h{}ﬁ (\)/rrarlllg'iontragvlagtz%a]l

specific posi'tiohs in auc

300 gk pﬁmgadngaha@seﬁot%sahéii,@hiatnxn Rfevii®l oIS < ngi% 328.
As shown in Fig. 3, colum 302 includes the"na

vari qusiclpefgbriage entities for which credit
derivatives have been nmade avail able in system 100.
5Col urm 30%hd display elecn tblein GLE Y alcluaed aRNBf of35I6AGI 4AL-AGR,
with each reference entity in colum 302. Colum 306
i ncl Uehdsnrt 492 iniclydésdle namesod varboicrefe@hasremit30 Br ahich éradi de
mar ket offer columm 310 for the participating bidder
ut i | i9ETivRgveshavetbasnrriadavailds: in Weied AP $3OmMn1e4 weledssthae
mar ket orders for the participating bidders |ncludiq%

bl d PPRRRD amquit aYsofAiPd 3 Y caghdelerprce pntisrip eeumn 402 Gblymn 4

30. .These,orders ar cific to th rticipating
bi ddé‘r‘d‘é‘is R CR FEs TEBrERTRAR Cotmn DDhpRchov s Peike) iR

imt for the pant C|pat|ng bi dders, i ncl uding
OIthe b1 s?iozfor&egariwfa Cgi *t he bi d price in coI um

.324’ the W:gfdg&' 4_|_ ﬁiéiﬁdck H]C &Qllk&rggpt??’gl ]%ﬂg tlget} sx& ar ret t%és and

in colum ese orders are ai'n

specidfe of &ﬁtc‘i}ﬁh%&db@ ' Héﬁ&lﬁ@thpﬂdgﬁ%&tléﬁ ﬂf‘gﬁé%u&'ég 91 column

termnal 108. |In certain enbodi nents,

par t i4¢8. pheibiihridés@H QiE BuyeR ArediSd ARLEAN tiﬁe IThe Mib:2WcAon bGe
information di splayed. Thus, for exanple, the credit

eV e ntseldut daclisictl yn bBgnFRY andeleaiffeepricésrod i sclip@ bieiliStk@Rlcblagn
bi dder, information defining the custom zed view
I5r equi4énent s of a participating bidder, i.e., using
the standardi zed interface, a
Window 428 includes the market orders for each of the participating bidders.
The identification of the participating bidder making the market order is listed in
column 430. The bid prices of the market orders are listed in column 432, the offer
prices of the market orders are listed in column 434 and the amount of number of
20 credit derivatives currently allocated to each of the market orders are listed in column
436.
Window 438 includes limit orders for each the participating bidders. The

identification of the participating bidder making the limit order is listed in column

440. The bid sizes of the credit derivative trades are listed in column 442. The bid
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participating bidder inputs information defining a

custom zed view FIG 4 is a screen shot illustrating
won@7an@apl e of a nmethod of displaying the i nfBCTVEE200M006369

on display interface 712 of credit event authority

syst 2l .and uni for ormmat.. The format

T e R e S R

108, 4@%&9@$eafﬂap,sﬁcm@eme§m1eamn! m@rface di splays the
al ofnt

information rel'evant to e participating
bi dders, Ffdily] wisdow! 436 isla bR TP in@ hISY 81 burtdde @RIt Ae
single participating bidder. The display screen 400 in
FI G adction elduatiess the dalniidddofsYo @bnite ObigHdRSn@dZpfidd. Col um
402 includes the nanmes of various reference entities
5f or whi chFIGr &idia flod ekarndagitting sn hane dheien fordetlemaniay thatiee
in system 100. Col um 404 includes the quotation
anoumnticed of dativaabdebbligatiansdaliphvineafcaxdi aeet. @ndfirdtyy, priorcotheinm
402. Col umm 406 includes the best inside market bids
i n c@ratiamthe ednipipntasesil publish ¢ bst plealliperticipiting biddirn A¥GDLieroh
210 for. the participating bidders. Wndow 418 i ncl udes
the miiRREmabaiH il Bios friveied REtmiisy te YIS0  Wideming
of fers ,o artici,pati i dders. 1Inc]uding th )
O e L B G A LY
0P 882l LBBRINRLR) L8, SRR I 28 Tl

identification | I'n col umn

d etor i . ic rmay a . ot system
and tPf.0f a‘a&rmmype%%zggk gtﬁlgﬁggém ﬁg%ﬁ‘g{f% id sybebn 100

col umm 424. Wnd_ovv_ A _ _ o_rd_ _
each a@f nukdb8: d? Bkl b bR AibkiAGiokl, BABFSm addiBn LAGILE | gL & 9N

of the participating bidder maki ng the market order is
|'i st @-dubtion @briddN T Articiphihiz BidderPEan GRS preferablp 8diMREK Biders, for

orders are listed in colum 432, the offer prices of
t he meanipltbychaeing thapscelor siterd a bid demlgUiiMtA34Tha pat-dudidn
amount of nunber of
15 period preferably lasts from one to four hours immediately prior to the auction.
At 504, the number of valid inside market submissions is then tallied by the
system 100 at a first predetermined time. If the system 100 has not received at least
the predetermined number of valid inside market submissions, the system 100
preferably then waits until a second predetermined time period at step 505. At the
20 second predetermined time period, the system 100 returns to step 504 and again
determined if at least a predetermined numbed of valid inside market submissions
have been received. The predetermined number of valid inside market submissions

may be a total for both bids and offers or a total or totals for just the valid inside

market bids and/or valid inside market offers.
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credit derivatives currently allocated to each of the

mar ket orders are listed in colum 436. W ndow 438
wop@raoes3 | imt orders for each the partici pat POLUS2007/006369

bi dders. The identification of the participating

bi dder makirgg sjshi: Job Mobiveb A8kt d RodololiRAl nbilne OF ;440

The bid sizes of the credit derivative tradﬁes are

i st ephaikex sathissins, Ab3ystch@O0 iRk RS th adddfink (M iside market

orders are listed in colum 444. The offer sizes are

| i st eghidpsint @l 0ENOAABetiads ddiemBlnk &l ifdlde ke GhiBpdidt SpiHided

in colum 446. Finally, w ndow 450 is an activity

wi ndowith festectits BIGS. 4 iné 7oeibwent stat us of the auction

and allows the adm nistrators to nonitor bidders

entering PG @dsa flqw art Blujteting A hatwd ohdetdrmidimp itietinsitg nafket

auction method for determning the fixed priced of

del i vBIAYRe Fib(7jigtiearagngdioving prowkemele of thy st deseribetiin FIG. 6

Preferably, _pri to the auction the adm nistrators

will publ %{%ﬂgzﬁ ﬁ{gﬁhed?S*dﬁmafkﬁ%h*QSia@iS@Wilrﬁ@afﬁqwefr\gl.th thag

LT S R LR S
bm ssj i nsi,d rket. subm ssj.on can he an

nsi d’é%rsg?flﬁ"é@%tiag@dg‘r R (oo ipSloc oy F‘gﬁ,theﬁrpéf?“éarbgwi}ched
ach s i.Cl i i i ected to .submt a

O R PR A AL I R ARRSL S Sy pRL

al so SMbRE With B MRt SNURIE Bk QGeRY sé_amg‘éiles?rnsihé mrk%t I‘%lgr e

orders submni ssions. Before an auction commences,
IS a wikkethadeCdnt W eReiside charkdivBeD &Lt ELh RRh infide Rh LS En&RN

also preferably edit these orders, for exanple by
changhmkpt bfi@ ppr ¢ongindes adinztehedinatked)i Prefdtably/Far puiicSesof f¥Bing
The pre-auction period preferably lasts fromone to
f our thoingide mharkae bidsand inpidp madset offers twhereawe inkidnmarkdt bidOdte
the nunmber of valid inside narket submssions is then
L% al | i sgeplisle anpaibeyited Sref OO sgtternl 00jwilb be qonsiddestdar e thegtdigher of
time. If t hg system 100 has not received at | east
the two, and wheére two inside market offers are equal, the one submitted first to the
system 100 will be considered to be the lower of the two.
The tradeable matched markets are then determined at 606, The tradeable
matched markets are market pairs where the inside market bid is greater or equal to
20 the matched inside market offer. As described with respect to FIG, 5, these matched
pairs are preferably traded. However, for purposes of calculating the inside market

midpoint, these matched tradeable market pairs are preferably ignored. Process 602-

606 are shown in Step 1 of FIG. 7.
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the predeterm ned nunber of valid inside market
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determine the "inside nmarket m dpoint" at 506. One
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sequence Wt rst the inside

k f
10mar ket of ey t@s?sté@[do%ﬁu lh@r‘i Qatlcﬁla%?%%ﬁh%%a}%mgé@ﬁb}rk )

| owest offers first at 602 each 1 nsi

bi d ifmdinBeHa rrl'é:ﬁﬁgf’%[l@ké'lﬂéldgﬁlﬁﬁgte&jds%&1h31d% ket @@e@solﬂgﬁci@@m the
i nside market offer. The highest inside market bid

bei ngnawtehatdetwhittfall iehil BRSThalf BSItER sdlBRlcl BEmiRF §86minddhe

second hi ghest inside market bid with the second

| owesebripsing ePrafarkigt thokdfuby gre @tugled Badmesd bnd dihithE one

mar ket bi d/inside market offer pair constitutes a

" mat Gi§EERtiapletembodinerterhaty ty; vofuore cpueppsEsd aibnesaftitthaigd

the inside market bids and inside market offers, where
Btwo isdpld Pﬂcéﬁ Kestavispagsanphe comppied| by 2 simplegnesagsuthrictotch did

first to th stem 100 will be considered to be the
hi gh é)rrlceo%ndo er rice is accounted for once or by a weighted average where each bid

price and offer price is averaged based on the volume specified by the participant.
This average is called the mid fixing. Process 608 and 610 are shown as step 3 in
FIG. 7. This calculated value then acts as our circuit breaker point. So the auction
20 fixing level preferably now can only be a certain number of points on either side of
this value, for example, 15 points either way of this calculated value.
If the process described in FIG. 6 does not result in a single inside market

midpoint for any reason, preferably the system 100 waits until more inside market
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the two, and where two inside market offers are equal,
the one submtted first to the system 100 will be

waeongitomsed to be the |ower of the two. The trrdPpaki087/006369
mat ched markets are then determ ned at 606. The

trad si en I DAL ¢ ribed i o
r ade@aBhg mmg KR Snddheh tJ‘tﬁélf Ba R beh: gg.}g,ggt

inside market bid is greater or equa

i nsi d&tdmﬁiﬁkggingéﬁ,@gemaegetgl%gm_ bed with respect to FIG
5, these matched pairs are preferably traded. However,
for purposes b inG@ rddtetinidp@nthbebeb ottt RinBB &@famn to step 508 in
m dpoi nt, these matched tradeabl e market pairs are

pr ef eflabs. yAiisghpretedbly BY osids mark@ Bids A Ifark thabfogNvpari oa St ep
1 of FIG 7.Al tradeable markets and a predetermn ned
hunberadeablegaarkseart autdmatibedly tradutl.r Bdeabds dor meesde@tomatic trades are
subm ssions are preferably ignored at 608. This

pr oc e¥¥epRly dicilsd axeing woharesgss AlustrptedinGFIG78. Pr ef er abl y
the "best half of the _non-tradeabl e subm ssions are
ret ai ned. AYH°AENTPrPT Fite 8 1SRy siem 140 prafeieblgipsorsall il
can sort .all nan-tradeabl e rkets i.n qrder of the
sprea ar%eé Il\%se‘ﬁ&f’ frd lf?gfaglé? “nggﬁ aoﬁ?&eﬂﬁ’&lorlg?fg’i‘oﬂ’emﬁ?ﬁﬁl Ket
of fer; Wit rket . . froms | est spread
o 1 a7 sk e 2RI CRARRR: AR o FERLABL bR B0

1¢ hosepdeRintiBemdrkd: Bl iJ‘tﬁJznfprggrab?}“r%g}c}leh whth thEE egﬂ’oﬂal}%iinssijialn s

the event that the number of” non-tradeabl e mar

an  odgarkdd 6188 L theliifBest WSO BidWhihg mbroHeA i ﬂlethtkﬁesmrm&e r
of matched markets to be included in the best half. At

610 trhekes yiEdrahe skd Bighdst ihdi@mdeiat sialval e tdagnd b Biside
mar ket m dpoint by finding the nean of all the inside

mar k ebarkst der.zetrd edch sichl paimmakeatorafid teads asi shediLid edp 2 of RIGE,
mat ched markets that fall within the best half or
ot her sel Bishediomalistivade ipprefemblaierrededabpiieshwhs the midpoint
Preferably, the results are rounded to the nearest one
i ghtitsen Gamsifemerks pid apdyingiddyerrkes nie Sirming sush qremasio trhds.
vol u can be, speci fi |l ong.wWith the bid
nﬁle vg\lume of dsél?vera Ie oglsjgagons subject to each automatic trade is prefcrably a
predetermined amount decided prior to the auction.
Again returning to the process described in FIG. 5, once all tradeable markets
are automatically traded, preferably at 510 all remaining inside market bids and inside
20 market offers that do not form part of a tradeable market are converted in “unmatched
limit orders” and are combined with all limit bids and limit offers previously
submitted by participating bidders.

Next if an inside market midpoint has been determined at 506 an attempt to set

the final price of the credit derivative contracts is made in a first auction beginning at
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and offer prices, the average can be conputed by a

si npl e average where each bid price and offer price is
wa@c@aundoesl for once or by a wei ghted average WeT/@SBATMG6369

bid price and offer price is averaged based on the

| F i Ci t. . Thi I,
ol | et Raf e nk 08RO wEtoBBT el el o R ot one
as st@bme i ShddrhdHetefmind: b Speht ﬂlt&%l A5 ﬁﬁ 1R H& of foﬂar%\\f b fers
k o the I XI ng

as our circuit breaker point. auct1 on

| evelis pEsaf@niRiihit oPQVERR bidd) blY mBRet BIGS bik BleRrddH TR e Piro
points on either side of this value, for exanple, 15
POi ntrsta @iith hdtketwids, Ml iftHzisbm 68dIGhHrat Bk iV RbsUan thd sutnR€al
process described in FIG 6 does not result in a

5i nglmearken sifals almadke bidsrivil preimutchédqiro anywithe@si@neffers. Each such
preferably the system 100 waits until nore inside

mar k enaidiling ‘Seatehediraeds” bEese mwkd erdé¢reddapaiddhbrwill épeat s
the process described in FIG 6 to determ ne a single
i nsi dBdedithedialiprignoi nt. Once the inside market

m dpoi nt has been determ ned we return to step 508 in

FIG 5. Aftegysen Q0then gipfpbly maishpdhorpepisterstacpigdeand
f f t hat.. f f at | ket . ars
out orfar s PR st R P PGS AP BhapEese
des;: . i di pg 1o .the.
o e B RIS 0.4 bl 2P

gpe Stb(a‘iﬁr%ﬁlﬁérg@ftﬁé &;feﬁfn?egésms zfn%'ft%%&él RliterdoRbAGHORIKEH be

fers included in tradeable markets, placing themi

or dermdidhediaghing MRShmbtehel QMR Stders VI dr&hidiNEhl Bieh Hheerdtpik ket
bids remain in order from highest to | owest as well.

Each prefehtdemareiel egainsd edch spplichigdurplaehariabi ordomabghech Wikttt
the correspondi ng i nside market offer - the highest
i nsi dematalreld ditmithrddr thaiistye lowmescdféedomhd Highteh didnasglieesde may be,
i nside market offer, the second highest inside market
Lhi d vend moyipgto sheaeri dentaingfizdetest (inghegreserpé pfies) oofidkaemaieing .
each such pair is _an automatic trade as shown in step
2 of highest (imthe case of bids) preferably until: (A) the full amount of the open interest
has been matched against unmatched limit orders totaling the same size as the open
interest; (B) all of the unmatched limit orders of the relevant type have been matched
to the open interest; or(C) the next unmatched limit order to be matched to the open
20 interest is more than a predetermined percentage of par more, for example 15%, (in
the case of offers) or less (in the case of bids) than the inside market midpoint, in
which case all unmatched limit orders with a price less than (in the case of offers) or

greater than (in the case of bids) such next unmatched limit order will be matched

against the open interest. Each unmatched limit order that is matched to the open
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Each automatic trade is preferably executed at a price
equal to the m dpoint between the inside market bid

wanae7ito®Bsle mar ket of fer form ng such automati BCT/USZIE7/006369
The vol une of deliverable obligations subject to each

t t bl det d
oo ooB i8R DRI 1R e e L%“ﬁ@ﬁeg 15 e
pr ocec%éi 19?(&1%5 hxgﬁ grd'exr}mj: %P]Qbrdg Ipalprel d:%at@lled ntn{t%ddle atrad ag(l[?e

mar ket s are aut Omitl ca ade pre era

al | refmhink Mok Gen fme&eﬁw Qnifead P@L 1ht@r§§t‘de mﬂf ket
offers that do not formpart of a tradeabl'e narket are

convert edI il (A BeR] G6e e hiuliiple uRhAl8S [imA Bx‘éer@gtﬁun%m&ﬂce d
with all limt bids and limt offers previously

S ubni riveshdisychparld beipadal ngnakheaidatisorddNedte mafchano i shaie
mar ket m dpoi nt has been determ ned at 506 an attenpt
t o setterestethén peferabiy suclefiod uinaghairliedi drdedevill bafilladero rata
contracts is made in a first auction beginning at512.

| n t H82ingt the rempipdne appp pl@stsyst em 100 pref erably mat ches
all market orders with one another in order to

det er mi ne”t Hé IgpRATPiReEYEer Bt sumofall the mprket csdsivasies aapl

mar ket of fe IS Ies t.han t sum of al] narket_bids,
al | r%tfhesg%?%’m eﬁi%%?ﬁé@fﬁﬁ%?fﬁ%fﬁ&ﬁéiﬁ Pﬁfcsnf?gst Eerwi t h

rar Ke k ?]rgﬂﬂg%ie s&?g t:h% am unﬁ(e a A ma‘?ket orrcIarrtrlz(u?ets ea?lstlb xxg%éhg S

t han t sSum o ers,

Wil lgﬁt SR @rﬁﬁg 1s REQLdaaH ks egtg\' tﬁﬁr $ﬁeeet8inﬁn%ﬁ Eerceﬁé?éq fop UC h

match is a "market order fra se nmar ket ofrder

trad %ﬁax‘fﬁ}@&@c{aé’ebb% oMhb bred@ oml?th$ éhﬁld)? R mbM JrhMRhrket offers
price e system 100 then preferably matches the open

I Nt eraestii)#Girn of thé Aeous© bf ATRARINY IUNIBEahathnlHiffdcentage,

orders at 516. If the open interest is a bid to

pur ¢ hbsmehadmiobnef aipkiging bpon gradrésois Seterinined st SPO.€If @ apdnynterest

mat ched agai nst the unmatched |limt orders that are
5of f erisnot ggro th @nad pege i§ preferls et ptghegmicarfsfoeiatet] witk tik matched

deliverable obligations, it wll be
limit order that is the highest offer or the lowest bid, as the case may be at 526. If the

open interest is zero, the final price will be the inside market midpoint at 522.
Preferably, if the sum of the amounts of all the market order trades and all the
matched limit orders equals less than, for example 90% of the greater of (i) the sum of
20 the amounts of all market offers and (ii) the sum of the amounts of all market bids,
then the final price will be determined in a subsequent auction at 524.
If the first auction determines the final price pursuant to the process described
with respect to FIG. 5, each participating bidder whose market order or matched limit

order, as the case may be, forms part of either a market order trade or a matched limit
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mat ched agai nst the unmatched Iimt orders that are
bi ds. The open interest is preferably matched agai nst

weaoh/1eqps i cabl e unmat ched limt order, begi nNPETYUSZDN006369

the unmatched |limt order that is the | owest offer or

the rb'r&'f‘@ﬁfe pgkeqaibgf%sre%lﬁr d o %%ﬁr 1%% bﬁaqer?l%gg?meny

opgxc¥1 Qe & he
next remnailnin e case er's) Por ekt

r M aRokd ohdlegb&eﬁﬁe c(b'll E‘atlgﬂ%lfﬁa§ @thJnd*ﬂh gx?r)c;pgfbecxfaﬁgeaea\hay to the

until: (A) the full anount of the open interest

been giBkEAGoRPair Eb%tsct %fﬁ%ﬁ%ﬂnérkdﬁbﬁeﬁ{agﬁfr%a&c@&dﬁhﬁx%der
the sane size as the open interest; (B) all of the
unmattele ds thé tikd mQden se Ghal bhe; ﬁrSJu&\mfazt‘ i fPQshFVIR iRear
mat ched to the open interest; or(C the next unmatched
51i mi tlinotaider trédes etaimitz diediphtsooffdn er thgplewest bitl,ak @@ tcase gay e, €
than a predeterm ned percentage of par nore, for
exanphequeigtgn amopnt wilk ifaacsesanyf beadueaddq refiect thesise dfithe renkining
case of bids) than the inside market mdpoint, in

whi ¢ wpealgféreﬁi markph pigete atdomi peitef be @@n intapgst will profrrabdyebe filled
| ess t han Ehe case of offers% greater than (in

t he cpé%ré‘aé? °°B1? )thegprighed i ordes i eér%’éawwww’étb*da?rwosw |

b t ch t t Each
T e et e SRt PR bl Pt et
10( A) ' t'%@ or%atcgléa) llnﬁgoQXq? ,tracﬁ*%ﬂhl;%%a{cg%ﬁa\ eogxe gri%ther e&pe ra?etxcallp(/e t

Tmt or mat C

or der pai 1t a fiffal F%tlézllfb?geell Baér;nmgc[ Q@erlk%@qglpr&gsq dEJagbed thh

remai ni ng unma open i nterest unf i |

I Nt ere@péct to FIE.,5, hDadofiistaRAV@n ddidHRIne dRMRalFHed ih QLLQ)SC uent
unmatched limt orders stati ng the sane price and each

coul dubtentte final unmatched limt order to be matched

to the open interest, then preferably such final

unmat chednlaiswhstquent detien, partidipaieg Hidetsethy pe squieti s it NSt

the renmaining open interest. At 518 it is determ ned
whet etrsequim maghah codersanfl mehenbrpid substquant it orders dreiéor eepldceateht

the matched |imt order trades is greater than a

pr ed PR ringd b whteaygat augtipp bidding period.

If the open interest from the first auction is a bid to purchase deliverable
obligations, then: (A) if a participating bidder submitted a market order to purchase
deliverable obligations, its subsequent market order preferably must be a bid to

20 purchase deliverable obligations in a size that is equal to or less than such
participating bidder's market order; and (B) if a participating bidder submitted a
market order to sell deliverable obligations, preferably its subsequent market order
must be an offer to sell deliverable obligations in a size that is equal to or greater than

such participating bidder's market order.
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webh@ckew3sf it is greater than a predetern nedPCT/US2007/006369

exanpl e, the sumof the anounts of all the market
order trades and all the nmatched limt order trades is

per cent age, for exanple at | east 90% of the greater of

(i) the Si#HeQ ?n 1{1t ret %mnhesfirsg S\fc?f‘%r} isa egtg)tsglgﬁgeztgeraq?q it

(ii) the sum AnoUts

IS Or8Rda85nstHan (Ah hi aspaﬁ%{pgtﬁxg g%?g subm1t?e q%egta G E[‘(% sell |

remai ni ng open I nterest erm ne

open deMeRbRSbligaBondQls s8R H‘ﬁ@ ik
preferably setlgaac{n t he prql Ce arsstg??lla%redﬂa@f{nhabﬁan offer to sell

Mat ¢ hielbetablriobligafiche fn o b8 thai i$ edullBo B 1G0 @5k sl bLlciRk
| owest bid, as the case malye(gle %t 526. ? {)hem%ﬁreg;btb%ﬂs

Si nt emesitet drderzat (B) if @rticipiraly bpérGgbmltddla neket HeritdsutclS e

mar ket m dpoint at 522. Preferably, if the sumof the
anourieléverble gbligatidne prafersbit itsonigequett matdesordengualbé a bile
matched limt orders equals |ess than, for exanple 90%
of t Rercksedalingrably obélsatlomsnea srathads eiretommpaniershapfuchl |

mar ket foerg and (ii) the sumof the anounts of all
mar k 8ETiEpPaTes biddremptke ofdehal price will be deterni ned

in a sub uent ction at. 524, |f the first auction
det er i nzlggt PHET ﬁﬁﬁfefeﬁ“rbfyé‘é” puice tlafrpsefitsnt T P gih one

descrj ct.to FIG 5, each rticipating
10
bi dder mﬂ‘é’é&é&eﬁtﬁr“g‘%{%ﬁ“‘ A N U ?‘F a‘!e)’ as

the %&ugﬂﬂ}ﬁa@(@boffgﬂ G TBss BEL %’e gfm gflag hu%sequ nt mar E?ttbld? raﬂ er

trade or a matched limtorder tr era
I €0 UiskbBeduér® m@Mbiefitels Pler A1yl 88 x%aled ﬁa?%ﬂéub&

pur chase an anount of del'iverable obligations ea}lletmhmaa’ilﬁet
out s biandhdig the &unn 61 ANahbsRALR BG&eOSHI A lek thah BE sGNOE At | ON
anount in respect of the relevant market order trade
or natbsdyecht mankettoffens,chdl rsuHStt‘qadﬁ makst bidd &/iICRERrabRYe Achedbro
the final price; provided that, in the case of the

IS it ¢ Freecivith sybsequentdesrket offckdeach aeh aintoh, ndsublvgudni gives brder

20

offer or the lowest bid, as the case may be, the
guot 4#dedn anount wil I, |f necessary, be reduced to

refl ect hh u?)l ze of the remai ni ng open i nterest narket
orders tH&E SPEARTHLERE orgrs ‘i’ﬁ’eep('?ﬁ@?FnF i6Praee Wik r¢ferably be re-

pref grrdgrgé xith Eﬁl l[]e reJevacrjxt limit offers or limit bids, as the case may be, (e.g.,1f the
open interest is a bid to purchase deliverable obligations, the relevant orders will be
limit offers) and any inside market bids or inside market offers, as the case may be,
that did not form part of a tradeable market in the prior auction, beginning with the
lowest offer or the highest bid, as the case may be; provided that any limit offers,
limit bids, inside market offers or inside market bids that have been replaced by a

replacement limit order will be disregarded in the subsequent auction. The system 100
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pro rata to conplete the matched Iimt order trades.
Partici pating bi dders whose market order or matched
wo powtiomBsler, as the case nay be, forns part 0PCHEHUS2007/006369
.market order trade or matched Iimt order trade can be
mat chggh et PRe, 209 h ically. | final
price | S nor.t eenr@%e{‘gef{tﬁpgg% g%g%?vgﬁ%%igéég ﬂgsuﬁ}lﬁ’é’é%f S
descr iR diayisie MERRSRE afdQndideGart offlG AN ALSLLAL ﬁf;zﬁ did
can determne the final price 1n a surbsequent auction

524. hdd fodm SLDSERM U@brhatBWede) A all R LGLG Rk biaGs QA%Q&‘JC ment
may be required to submt subsequent market orders and

may slithinbrilersopaie bemtnaichedilinitQf @R Rd @) e @ﬁbs&cﬁmt 858 TR st
limt orders during the subsequent auction bidding
Per i oah.thelopert iheregf@mpuipndeesfasdh skatiosm t he first auction is
a bidto gur chase deliverabl e obligations, then: (A

i f a part Peefepibi hgsisienrd €0 dispidyniot theguirtinipating beldero atdigrent of
purchase deliverable obligations, its subsequent

mar kefe Yeira(@)gheinalniiss o #igmptivsly, theitdettrmination thehamsibsequent
del iverabl e obli a%i ons in a size that is equal to or

| ess PRAR QLRHreplFe dlaneyy i thigeasebeisisustion kied g obfain  final
and (B) i f,.a partjcipati bi dder subm tted a market
or der? r%% @d SPZ& éﬁldl ‘ﬁrg&% Pgtg‘b'ﬁﬂf g@‘i‘l"f”bﬁ@fe“ﬁf é‘géqq&ﬂ PePt s

ubs t r 3 be an.offer .ta sel
el vy b s B ey P e a8 R i BedSreepater

gr eat s%ﬁmitttg@?dsg'b‘[@é?s, %Ee‘iﬂx&ll Rk 408 Qlidqgggéﬂ?enmik%?%% tolggther

order.If the open interest fromthe'tirst auc

an ofviig¥hd @tafebtlall G ible A @rs Qi @A L) ONRE (o 4 PERCipdd) 1 T
a participating bidder submtted a narket order to

k
sel | tiklets vt @ibtagorailoln@8] dxeapsihativihére § m&{ﬂé}@%timih%ﬁ
order preferably nust be an offer to sell deliverable

obl i geduiredwd has et wi Feen tduatctddsondObkadetatl Ooftiiside @misket Yidtnand
such participating bidder's market order; and (B) if a
Bpar t ilesifsararkstoifrsadd prerpblyibe peldisizditdrtheedetads ofany duomatic
purc qg?ie%; and (e) preferably only concurrently with the publishing of the final price, the
details and size of all market order trades, matched limit order trades or subsequent
market order trades (for the avoidance of doubt, the administrators will not publish the
details of any individual parties to any such trades nor any details of the individual
20 market orders or subsequent market orders submitted by participating bidders).
Preferably, the results of the auction are verified by a third party separate from
the administrators of the auction. In addition preferably, the administrators will

publish on, for example on their own website or on a third party website the result of

the auction,
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deliverabl e obligations, preferably its subsequent

mar ket order nust be a bid to purchase deliverable
woblwrgedoB®ns in a size that is equal to or greRPCBUSI0AMG369

such participating bidder's market order. The system

100 f AN teh all b t ket d
GO N R T

wi th one anot order

open Jr@ﬁt%(f@@ﬁxin% I, atltgxﬁ%tﬁfglm tQJiro(%{elér?iﬁaLl!igi AL kel

ueént ayction will
offers is less an the Sum sequeﬁ% ar ket
bi ds, beabduir€d i@ Q8 e rdiBmkRLfir hlc@hiSs AIGE B BRI Akl Jricbe
mat ched pro rata w th subsequent market bids, and if
t he skrefi@bly,ahd pubkishaResuBsihcliRHeatze BiddSedion bR uldiRNodhe
sum of all subsequent market offers, all subsequent
Jrar k eintefostas subseljienpped imresd] as tiveaswaiag be dPrife@bly, edpublishdd
subsequent nmarket offers (each such match, a
" subseyjliviheludedhdaamesorf departicipatiof hiddeThehosutys agiubéds offersmi t
orders and replacenent |limt orders will preferably be
re orHRF@ENMImitPregr and rrglagegtiersimitorderspiogethst s e datails pllt

bi ds, .the case e, (e.qg., If the open interest
ils 358? “ﬁsci‘“?)ff?eésrfﬁg@/tﬁ‘g?yie%(élrpé%‘Fléat%Pid%t(fr&gﬁ@,natnﬁéf the
rel e . order ill be |limt offers nd any i nside
e Ly L R A S o T S Ry
' t n | tne € n fe etl’er%d UCb eree"i et I ne
P e Rl LD RO 8l SHESH GBS b

t he prior auction, r or

t he Meghseo?tthebﬁs%e nﬁﬁ(eltﬂ?& aﬁ@ﬁﬁdé@%k&gﬁfimﬂ\ﬁ. ?%ﬂsﬁeﬁat any

limt offers, Iimt bids, inside narket o rs or
i nsi de narkefabl| Wspubldtd BAKEInDIERNN RREASRL Monfrtic rades.
replacenent limt order will be disregarded in the

subs ufently, sheqpublizhed rébbies iSohsik eonchRifly With peefigkmid of HeTan

repeat the steps 514 -526 above, treating (A) all such

| i m tprigd, fhedstailslandiite of hlthegrkét nslkdedaspniteted bintl Srdemehdes or

i nside market offers fromthe first auction (that did
Dnot  fsabseusamtarkst orggn tredes Gordlne agoifamegief owbh dheatininistrators will

[im rder nd repl acenent
subs%ﬂgggﬁy imt orders and p

I not publish the details of any individual parties to any such trades nor any
details of the individual market orders or subsequent market orders submitted by
participating bidders), in each case within a predetermined time period of the bidding
period or subsequent auction bidding period, as the case may be.

20 The above description is presented to enable a person skilled in the art to make
and use the invention, and is provided in the context of a particular application and its
requirements. Various modifications to the preferred embodiments will be readily
apparent to those skilled in the art, and the generic principles defined herein may be

applied to other embodiments and applications without departing from the spirit and
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limt orders together as unmatched |imt orders and
(B) the subsequent open interest as the open interest
wo ovo7pooppses of such section. Preferably, thePeSTSEEENT/006369
100 displays to the participating bidders at the end
of t h@opliTiHe@iVesidh. TR, ik RXntitd i 68 iMéndedtb bELARI t?/ @L y’
their deternination that a subsequent auction w
reqU|mﬂ@dmhmlgmmmnﬁtkhﬂm&&ﬁ&ﬁ@&bhﬁk&k&@&uﬁM&&hQﬂhme
failed to obtain a final price; (b) the size and
di r ecprinviplepfindtfepturesniiscloded dlereipen i nt er est or subsequent
open interest, as the case may be, if any; (c) the
names of (Other gralrodineengs and uses o fhel dheergiomndl bs appaient te chol skidled
offers, subsequent |imt orders and replacenment |imt
or der &t etaété’é‘fnif@?s‘%at“ﬁn Qfﬁl@ sprstfigatios awsf pragtipe of thehnviohtivs and
offer ttegﬂﬁﬁ%each g , part|C|Bat|n bi dder s
and Tejces g E%T‘“’tl’l’f&ldm&/ﬁ]é &- andorEigR BRIt
auct i on as, not yet bee
cond ST B pfécﬁFglns’taﬁcél’uﬂg?té?f‘ 8{?‘ dr?%‘l“l?@‘% ln’tﬁr Greecificaly
i nsid ef.erably be published; (d)
t he dgga rﬁ?h?9%1§£§mﬂ%ﬁg %%’ rades and (e) ’
preferably only concurrently with the publ i shing of
the final price, the details and size of all market
order trades, matched |imt order trades or subsequent
mar ket order trades (for the avoi dance of doubt, the
adm nistrators will not publish the details of any
i ndi vidual parties to any such trades nor any details
of the individual market orders or subsequent narket
orders submtted by participating bidders),
Preferably, the results of the auction are verified by
athird party separate fromthe adm nistrators of the
auction. In addition preferably, the adm nistrators
will publish on, for exanple on their own website or
on a third party website the result of the

auction. Preferably, the published results include the
final price determ ned during the
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credit event fixing or, alternatively, their
determ nation that a subsequent auction will be

WO e@uilo®d3 al ong with the reason the first auctPONUS2007/006369

failure to obtain a final price. Preferably, the

publ ivghed dasddil.s 1 ncl ude the size and direction of
any OnfrTTed open interest or subsequent open

I nt er est, 1. asméth&t oapidgay be. Preferably, the
publ i shed results include the nanmes of the

parti ci paicteptngait ekt vis imsile ngckdonsubrhiegonandl at, leagifoh@msrket order
subsequent |imt orders and replacenent Iimt orders,

t ogeftfivareashi patticiphtng Hitlexiil acrefit dativatigapottiob fdlowma d cuflif evers;
submtted by each participating bidder (e.g., the nane
Sof thedparticipating bidders and the quotation
anounts), except that where a subsequent auction is
deened nedeEERAING 2 B fprgeedi denvtaes Wiigne be matreisulymissions and
preferably only the details of the inside market bids
and i eﬂéd%%rket offers will be published.

Preferably, the published results include the details
of any automatic trades. Preferably, the published

results iohYARoEAIRYE T Slch Ml ik N mRUBL SALAG o

the final price, t s and size o mar ke

100" dergnt K ey criBit Ghegdivkd Mt order trades or subsequent
mar ket order trades (for the avoi dance of doubt, the
adm nistrators will preferably not publish the details
of any individual parties to any such trades nor any
det ai | s 03. THaenethad bfcilatin &) wireinkebd mokd erbsissionsaingesy agprst
mar ket orders submitted by participating bidders), in
each opasferwi selhemdiedepyatidest er m ned time period of the
bi ddi ng period or subsequent auction bidding period,
as the case may be. The above description is presented
to enable a person skilled in the.ar%ﬁto.na.e and use

| .
15t he i nventi BY§ metiqe of <aim | SUFtheeePmPHSIPHAITBIRE K2 TGPy
ti [ ti .and it I Var i
o e e B S EPa Pt TR e g e

readi plr%e for the credit derivatives.

5. The method of claim 4, further comprising waiting until a minimum
20 number of inside market submissions have been received prior to determining the

price for the credit derivatives.

6. The method of claim 1, wherein determining a price for the credit

derivatives comprises determining an inside market midpoint.
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apparent to those skilled in the art, and the generic
principles defined herein may be applied to other
wenwadigwent s and applicati ons w thout departi nBCT/US8IM07/006369
the spirit andscope of the invention. Thus, this
invention is not intended to be limted to the
enbodi nents shown, but is to be accorded the w dest
scope congi BheRMdthotbl dhaitalbewiREdindetdph@mg 8idthside ah ke Sidpoint
di scl osed herein, O her enbodi nents and uses of the
i Nvenbimpriseninhtchileinadepadriensifeksantd bidse skilled in the art
fromconsideration of the specification and practice
of the invention disclosed herein. Al references
cited herein, including all U S. and foreign patents,
Satent appl Feeardtion sf claim|7, wheriin bampielied ingideimaskpte@ffers and bids
docunentary materials, are specifically and entire
her ewe Bhrse w&t&é@alewtckﬁrr@r@hwém\m% av%noeﬂra‘#%la mia%wt
ngthod conprising: accepting at | east one inside
narké?’?ﬁ%%133|on and at |east one market order from
each participating bidder in a credit derivative
auction followng a credit event; :and determ ning a

price for oCrdhdnsdef Li%al! f‘(lﬁﬁ‘er U&xﬁzdnsx Behide M HBLER natched

submi ssi ons and mar ket orders e nethod of clam

10 Iwhgtrd uthhgiohar ket subm ssi ons conprise at | east
one bid to buy credit derivatives. 3. The nethod of

claim1, wherein the market subm ssions conprise at

| east one offer to sell credit derivatives. 4. The

nmet hod of 1&| Biemethpd dfiptdith @rwheainphid issidegnalet @idpoint inglcufated
m ni mrum nunber of inside market subm ssions have been
r ecei fanla gptactm of the det teaderbleimagket submissions.

15 11. The method of claim 8, wherein the non-tradeable market submissions are

converted into limit orders,
12. The method of claim 1, further comprising accepting at least one limit
order from a participating bidder in the auction,
20
13. The method of claim 1, further comprising matching market orders to

determine open interest.

14. The method of claim 6, wherein the price is the inside market midpoint.
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price for the credit derivatives. 5. The nethod of
claim4, further conprising waiting until a m ni num
woronsan9es | nsi de mar ket subm ssions have beenPCETS200T006369
prior to determining the price for the credit
derivatives. 6. The nethod of claim1l1, wherein
determning a price for the credit derivatives
conpri ses 1detiemmetidt Bfclam 18, FeihdecomBfiked mdit e ohdUper/interbit@o
nmet hod of claim6, wherein determning the inside
mar k etnerr tipeilingt oedsrspr i ses mat chi ng i nsi de mar ket
offers and bids. 8. The nethod of claim7, wherein the
mat ched i nside market offers and bids are grouped into
tradeabl e mat ched mar ket subm ssions and non-tradeabl e
frar ket sulfri Stsinenthed ofclaing @, whstelghp reiee i ithginmioded it erprsr
conprising trading _the tradeabl e matched market
submi %‘%‘}Pﬁﬁgga@@b“t?ﬁfér%f‘}‘i‘@ﬂ b¥ claim8, wherein the
inside market midpoint is calculated froma selection
of the non tradeabl e market subrri ssions. 11. The

met hod of ¢l [ e n-tradeabl e nar ket
subm ssSi ong Igéréﬁlg%%n%hﬁ Onit:?n ‘mt orders. 12. The

met hod of a%ht@%a@éé‘o déuﬁ'lerdtt(hﬁ(gre Qr@ﬂpd‘chvsa]tﬁ(gmfb%Qﬂh Yd?gc%ln
| east one I'rmt or froma participating bidder in

1b he a%egréng@eml@B The method of claim 1, further

conprising matching market orders to deternine open

I nt erest. nlethoryldoefigiRt otbroéxeaitian imthictioMt@n®i N t he price

is the inside market m dpoint.15. The nethod of claim

13, furt hemprecesprogiadgitnitechhbiage dnh éieopanryi tht po@stor | 0
configured to execute the instructions, the instructions configured to cause the
processor to receive a at least one inside market submission and at least one market

15 order from each participating bidder in the auction, determining a price for the credit

derivatives utilizing the market submissions and market orders.

18. The credit event authority of claim 17, wherein the market submissions
comprise at least one bid to buy credit derivatives.
20
19. The credit event authority of claim 17, wherein the market submissions

comprise at least one offer to sell credit derivatives.
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one or nore limt orders. 16. The nethod of claim 15,
wherein the price is the matched limt order
wa@eopnd®Bng a hi ghest offer or a | owest bid. 1FCT/BS2007/006369
credit event authority, conprising: a database
confi gur egh, tT0e S0 Semh@Bbrty SFRMhinY af, W&reih e QX HBdb R TukHRF
a certain reference entity; nenory configured to store
ex ec Wbinpiseidasintiniad if ® Atimanshnd®e T Q@S SarketGObHibsats Mive Been
t he dat abase and the nenory, the processor configured
t 0 exemivedpridn® derrstining the pirs fortthverddin gérivaidves.ons
configured to cause the processor to receive a at
| east one inside market subm ssion and at | east one
mar ket order from each participating bidder in the
S5auct i on, a]etTé’F Fﬁeﬁlf ﬁ/@ntéut 1%%(’ cfatﬁa ZQ,W er&xpétqustructlons further
derivatives uIiIiﬁLn,,the rket subm ssions  an

rar keoonigaedbe vl sy i Syt PR E O e
L, R L LR SR £

one B G & credit
event authority of claim 17, wherein the market

submi ssions conprise at |least one offer to sell credit

derivati V§§. 1%@ crea-ih@veﬁtra%rhy SMeih lﬂ%QQiB idt:t¥m9rfingc4 rﬁiicmor the

17, wherein the instructions further conprise

10det ergrdtidadatifes Sonifrids M BADMMAEA insRE rafkei Higpdimr ket
subm ssi ons have been received prior to determning
the price for the credit derivatives. 21. The credit
event authority of claim 20, wherein the instructions
further cairprhesedinaiettianorimdficlaira 22yiwhenain rieteromitdey thoihside
i nsi de mar ket subm ssions have been received prior to
det ermdrkit medppinecompiisse mhtehring invdecpadt offedheand bids.i ves.

15 24. The credit event authority of claim 23, wherein the matched inside market
offers and bids are grouped into tradeable matched market submissions and non-

tradeable market submissions.

25. The credit event authority of claim 24, wherein the instructions further

20 comprise trading the tradeable matched market submissions.

26. The credit event authority of claim 24, wherein the inside market

midpoint is calculated from a selection of the non tradeable market submissions.
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22. The credit event authority of claim 17, wherein
determning a price for the credit derivatives
wa@eopnd®es determ ning an inside market m dpoi PCT/USBIN7/006369
The credit event authority of claim 22, wherein
det er m ni pg Tl GrekiNSUeft@ulBiKStclathh S YhBitin ARIBE-trfRsble market
mat chi ng i nside market offers and bids. 24. The credit
eventsuBbisdias bieobrdaliab il Srdewher ei n t he mat ched
i nside market offers and bids are grouped into
tradeabl e mat ched mar ket subm ssions and nontradeabl e
mar ket subm ssions. 25. The credit event authority of
cl ai m 24, 2§ Herceiedit ¢vog abthgity ofctairoihd whereih iferinsgaatipnsi fegher
tradi ng the tradeabl e matched nmar ket subm ssions. 26.
SThe cicaiite aespRine Ablatshe fimif ogsir fedipd prrtzipatingiiddel in the pestion.
i nside market mdpoint is calculated froma selection
of the non tradeabl e market subm ssions.27. The credit

event authorjty of claim24, wherein the non-tradeable
mar ket suﬁ?(‘)ri @‘fi"fﬁ ‘%e"ﬁi‘té‘“‘?%‘r%‘éfrqgjé’a l'ﬁrﬁ“trﬁ‘erl CRPESISIRAEEE

28. The Gr dig fyent authprity of claim17, wherein
.mar{ce orders to déteginine gpen interest, 7 . ;
the instructrons furtner conpri se accepting at | east

one |imt order froma participating bidder in the
auction. 29. The credit event authority of claim17,
1f urther COEPIHeSHRE e VERtaG Moo BRIk 83, wREER iR phibk id Bk 8kiak ne
open interest. 30. The credit event authority of claim
22, whek&iidpbhe price is the inside market mdpoint. 3
1. The credit event authority of claim29, wherein the
instructions further conprise g matching the open
interest to one or nore limt orders. 32. The credit
event aut AbrTheyredit exwhtaibthwrBi of olkire 28 iviereingheprstrgaionsfutiive

‘mat ched
comprise g matching the open interest to one or more limit orders.

15
32. The credit event authority of claim 31, wherein the price is the matched
limit order comprising a highest offer or a lowest bid.
33. A credit derivative trading system, comprising:
20 a credit event authority;

a plurality of terminals configured to allow a plurality of participating bidders
to interface with the credit event authority; and
a standardized interface that allows each of the plurality of participating

bidders to interface with the credit event authority and submit inside market
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limt order conprising a highest offer or a | owest
bid, 33. Acredit derivative trading system

w@ompno®Bsxng: a credit event authority; a plurabPcCT/ysmiiNee36o
termnals configured to allow a plurality of

par t i £bRdiéd nddh AR biert el sRhBK GRS SrtdMald Lol i8S Bk EMintay the
event authority; and a standardi zed i nterface that

al | owafoaadtion of ridvg dpddl Betvhives Rflovaad 4 dredifdadn: G Binfidehs
to interface with the credit event authority and

submi unifomsfodet.mar ket subm ssi ons and market orders, the
standardi zed interface configured to display the
information for trading credit derivatives follow ng a
credi.t event in a conpact and uniformformat. 34. A
tret hod of 3hut tieded Hgudiowed areditaleiivphrss fallswing k Pisdif ¢vgnta
credit event conprising: accepting at |east one inside
mar ket?™0B¥ ssi on and at | east one market order from

each participati bi dder in the auction;. and
det e_r?r? ni AG® mﬁf’tﬁ%ét Ql"%‘f“‘?“_rf’éar_ikﬁt’ é‘%ﬂss‘aré?qd\?slf?sﬁ@? market order
Ut 240goh oK RNaRMR I 254808, pnd market or ders.

determining a price for the credit derivatives utilizing the market submissions

10 and market orders.
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