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 systemand each other. The
invention is particularly, but not exclusively,
concerned with prine brokerage systens. Background to
the I nvention 10 W2004/ 040422 of El ectronic Broking
Services Ltd describes a prinme brokerage system

Prime brokerage is ajhgtorifted mraficy 59stéRe004/ 001533 of
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The system of WO2004/04022 enables fraders at an institution to trade
through a prime broker bank, giving them access to prices they would not otherwise
- 25  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 ptice 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
30 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



. 2 specific prime broker deal code which is a

virtual code shared by prinme broker custoners. This

deal code will be seen as the counterparty to prine

broker trades by third parties and will be seen as
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problems relate 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



30 al though the trade has been nade via a child dea
code. More specifically, there is provided an

el ectronic trading systemfor trading products

bet ween counterparties, conprising: a plurality of
counterparty trading 3 floors3 for submtting quotes
to buy or sell products being 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 the counterparty tradi ng
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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 deal 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



Trades nmade via dependent deal codes appear to
counterparties and to others on the trading system as
trades made by the parent deal code. They use 30
credit assigned to the parent deal code. The use of
parent and child deal codes has advant ages beyond
prinme brokerage. A trading floor may be subdivi ded
into two dependent deal codes once 4 the nunber of
traders trading on the floor has exceeded the maxi num
that a single fl oor code can handle. The splitting of
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Figure 6 illustrates trades 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;
25 Figure 9 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 broker customers each using multiple prime brokers.

30 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



Figure 11 is a schematic illustration of the nessage
flowin a deal involving prine broker custoners each
using multiple prine brokers. 30 Description of
Preferred Enbodi nents Enbodi nents of the invention may
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global institution group. Thus, a large muitinational bank may have local trading
banks in different countries. Each of these is a legal entity in its own right. Each of
‘those legatl entities will have one or more speciiied sites. This is a contractual
definition related to sites to which the system provider agrees to provide services. in
30  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
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woul d Hhaprime 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
30 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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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 parents and various

counterparties on the system. The Deal/Market Data column refers to the display of

done deals and market data and the billable column refers to whether the taker will

be billed by the system operator. In table 1, for example, deals between ABCL and

ABCIL 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

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.

Thus figure 5 shows how a bank, through use of prime customer deal codes,

can have access to several prime brokers via their prime banks.




Thus figure 5 shows how a bank, through use of prine
custoner deal codes, can have access to several prine
brokers via their prime banks. 10 In the system of
W)2004/ 04022, the prinme broker custoner traded as the
prime broker using their deal 10ode. The arrangenent

di scussed above enables credit |imts to be
establ i shed between prine custoners and prinme banks.
These |imts may be established by the prine
custonmers rather than the prine banks as in the prior

5 art. Pr.ine cust eir tr ded
oy st PR oo B0 2E BRdFitd olarcLASTRE g e
t herime brakdeusing theindea cade d$s .arrdhgerhantestussied ahowe enables credit

Va'hMﬁs }oad%destébh&e%rb%%éﬁ ?Wﬁr@s Lﬁcf%xfnﬁse BQ ktsh1ehe|:> ghhﬂcts may

expos e nar
of be testaﬁsha@ bv thegories Gustomess ratfer freodbe pnmedamks agi un the prior

st h§rt RRimd E’L%tdo rl§ cgﬁ ﬁJaﬁ%) Eihéiy! fr&@gl&é(y r‘?s@(' t{g}f‘asg'hﬁinégﬁ St of

of FX t rad| n S I nt er sect’i on
deaneatbt%wf@m hwhﬁa@r%ad%@ hage gcepsa Hisl lewesi of Wiscyplue, and

patrfes:rem@s.gh@d swhrem t@@pcss B %Etuhr&pe& gas
perm ssi one C to see. under st ood

t hat t hEneICWill ?e%hwékeﬁ wﬁwuqﬁ't%ﬁar@y ﬂﬁswsasubhetsnemﬁrepw@fedﬁ
fowmﬁ e[, tiie PBSs (E’éé‘ﬁatﬂ@éhr%‘hﬁ* ﬁé]asanQﬁé Eaée%f*?&( trading) is the
ransact.l on as a radl n
10 5 qiners '?%?%Fe ? gr? e GPH?ECV&W Sb‘g 5&3 ‘éﬁ‘i"%‘? CHriengy|Rgirs
; esmd thalcuéncy p&ﬁ@ﬁfaaﬂﬁdﬁﬁ_?_lllizaf p;hﬁhlssﬂ;ﬁecﬁlhd Fimd debat ﬁriﬂfﬂé
un ns uncti on | udl n cre
L et P2 Be Peail B Fmam A s o e ke oty
only asAs BOs caredisigrt weditte FH tesactiofis, eath PQ msFéEiraa:mtg floor
th ot abl e t see their, children (the .
| ManfiRsBabEhcloh. 198 nf2y 8 5604675 kG odfinal PEG Bpfdrg teminal
15 t hand has tRRCsarge tumatiine asa garelagchF A& fuadfidn ipdieding crietigtsettlement,
[
0t aREIER habbingR T TR caRbRf 80N BRI theflopr cade of
. oritS %&ha@meeﬁﬁ pareet is peitable tdses thedtchidren (the perde banksp nor are

hi e§5‘ﬁé'§o n@’ré&ﬁéﬂ%‘ﬁ traders in the sane PC deal

code can tra one anot her. These trades do not
af f ect A Re ixvrable to sep @y sredis evwdntheheccppbeiwgerg PBRanS the

20 SYififefAnk ARkl qﬂ‘ crebitt bvdthch@kehn (RlcafidethABdt&didis §W or 25

these trades. Figure 6 shows how a PC trader nay trade
wi PH2esteti me broker parent. These trades are

refl ectred s|y§teinrtﬁ>e§ %ﬁaﬂéﬂﬂla%iers% ‘Hrtﬂﬁéiﬂdwh ;ﬁl&:@s Hﬁtftl‘a%rs in the
dat a |nforrmt| on is made avail able to ot

t ey RC degigede Fﬁ"h’é%’é? ¥ith enecangther-o heggitradgsale ”% aff?Fé the credit

Clligthistbetween the PB and PC. The system does not bill the taker (or the maker) for
25  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.

30 Figure 7 shows how trades between traders on the same physical floor, but
different deal codes, are treated as Prime Intra-Floor trades. These are not reflected

in deal or market data but do have an effect on credit limits and are billable.
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relations of the prime broker trading floor and market counterparties can be taken
into account when matching deals. It should be noted that the pbc may use the
prime broker both for making and taking prices. When the pbc is a maker, that is
30 they are putting prices into the market, their prices will be visible to more
counterparties in a credit screened market than if they submitted the prices in their

own name. Orders are submitted to the system in an order submission message.
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The figure shows two prime bank customer traders PC1 Trader 100 and PC2
Trader 102. These traders are in turn connected to the market by their trader
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25 message includes information about the two prime customers PC1 and PC2 and
_ PC2's prime broker PB2. This information is not visible to the trader at PC1 who, as
it is an anonymous trading system, does not know the identify of the potential
counterparty and, if the deal is completed, will only know that they have traded with
prime bank PC2. A deal verify message is then sent at step 7 by PB1 to the prime
30  customer PC2 which has hit the order. This message includes coded PB2
information. At step 8 a deal request taker message is sent from PC2 to PB2. As
with the Deal Request Maker message, this message includes information about the
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30 reliable codes to whom they can assign large amounts of credit without increasing
risk.



fromseeing prine custonmer bids and offers. The use of

hi dden or split deal codes has application outside the
prime broker environment described above. One exanpl e
is in allowng an existing deal code to be split into
two without having to assign dfedit to a new floor. A
split may be 25 necessary when the dealing floor has
nore traders than can be handl ed by a single dea

code. Although adding a new deal code into the system

is straightforward, all counterpartles nmust assign
credit .
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20 handl i ng upgrades and al so nakes it nuch nore
attractive for a systemoperator to neke nore
frequent, |ess fundanental upgrades. O her
applications of parent and child deal codes are
possible and will occur to tHése skilled in the art.
The invention is not limted to the specific exanples
descri bed above and is limted only by the foll ow ng
claims. 25 16 Cains 1. An electronic tradi ng system
for trading products between counterparties,

conprising: 5 a plurality offRynterparty trading
floors, for submtting quotes to buy or sell products
bei ng traded on the system each trading floor having
a Yni qUAntelRebME rhéiRG Syst&R @S tlaling %%Hubfs)behﬁee‘h‘?:o%t@%rﬂes
counterparty trading f¥oors wherein at | east one of
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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 floor code.



limts for trades made on behal f of the custonmer bank
dependent trading floor code by the prine bank
dependent trading floor code. 30 17 6. An electronic
tradi ng system according to any precedi ng claim
wherein a trading floor code WWas a plurality of
dependent trading fl oor codes, each dependent trading
fl oor code being assigned to a product trading on the
trading system 5 7. An electronic trading system
according to claim®6, wherein the product conprises
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banks, and at |east one trading floor code having a
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codes. 15 9. An electronic trading systemaccording to
any preceding clains, wherein at |east one of the
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code.
least one of the trading floors comprises a virtual deal code having no physical

traders trading via the deal code.

20 10. A method of trading on an efectronic 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 frades made via the dependent trading floor code as

25  trades between a counterparty with the parent trading floor code.



