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Ref erence to Rel ated Application This application is a cont FHEH8HeY%- part
of U S. Patent Application Serial No. 09/408, 103 entitled PROXY ASSET DATA
PROCESSOR fil ed on Septenber 29, 1999, which is a continuation of U S

Pat ent Application Serial No. 08/961, 121 entitled PROXY ASSET DATA
PROCESSCR fil ed Cct GECH3IQUEPFORINYRASTESGAN PROMYSASBRISNt 5, 987, 435 on
Novenber 16, 1999. Field of Invention The present invention generally
relates to -techni ques for managi proxy asset investnent vehicle
and the institutions necessdrsiexe Applicationxy assets. Mre

ic-ularly. -k _ > S R "
Giotributes, nincsBieath s LENTRAG-BE Sy s B ORI SablNe, o

| i nked t @940800A entitdd RROX Y ASSET DAITBA PROGCEISQR diicdaincSaptantier 29, 1990) a. Sone
enbodi nent s .al so execute tra i ssuance and .rede i on_of such _prox
aosets UGBt omet b Fasent Apniabn etk DRe f2bealtied BRI nds
of i nvestmmnmogmla@cfﬁrs@mg £RY l(ﬁ:?&b%} 8o, %»bg,fdggiah ﬁ%@@kasﬁﬂéhﬁ&édgt%sv%w t -

interests 1 n particular market players an mar ket's, anong ot hers.

t hose of ooMivesbgr bkil9P9.in the art of investing know, a long position with
respect to a particular asset increases.in value as the asset increases in
val ue, while a short position inctﬁ@@%ue as the asset decreases in
val ue. Princi qi@préibntihedatioR BaskRATR) Yelatistb Achiniqlied fof RABadhg 4 RERE pidryest ment s
be hedged by offsetting investnent's. Yet, offsetting investnents with the

proper r @sgsbinyestaeat whichpandthe iristintioas neagssatiiiotimplemenbthe proryeassainMareare in

illiquid € ich are.hard to.sell or frade on t _notice and which
usual |y PERBSUETA e SinBion B oRes e Biod AR R0 FBh el HebienBRE 271 ong
posi ti on.mdifeking g phirblety\wif eoxlylakietihdresslikied td hepoingt dctvieXinreaimdeRgEay t ant .
Wth illiquid markets, .investors may be stuck with an inordinately risky
exposur e Pigdegmangd eritgis. gSeme enbodipgnigalsogcaneiiads, ipsuange prdredempfionelsi f y
their porgf Ipoy £@f; exanple, in the market for single famly hones, people
may be excessively exposed to single famly hone price risk in their own
city, unable to hedge this risBefyiptivardfiReateicint city, and unable to
invest in single fani homes .in other, ci.ties. Laws and_regul ations

regar di ng secg’ll‘fe@{"ésstai‘%/ﬁ?ﬁ“i‘@‘sé? @%EE%QB“’(VSSWR@ rapgingfiomaeal €3te i on

bet ween sgrEE, istdcRpoAR: ' ' {rSpietic f | and
between 29 Cct o%er %Sg’fqgﬁﬁdrt?ﬁgﬁs and lgﬁo@%}kgﬁélg%ggj?ﬂdg??%ﬁg’ t hat

hol d secamiong@thess Asdheseof ordiiry siglrin thel aroef invgstibg knaw,tar long positiyn withr t er
pronouncepent, .or regul ati on from deal,i n reely. in derivatives. or .from
ki g < nopput8p et B iR BTN e G ipreseron Yl Afbied shgfi ot
certain osises inceeuedl iaSaludleh fHE AR3ct 8&rtyses th RS PHAkIDMS oPASE fubf4bement

| ndi vi dual investors, fearful of getting into an unexpectedly leveraged
posi t i on distate that serae of Besegnyestrgentybe herged by effsetiing myestmentsy Yeti pffsetting

ci rcunst i I e 18] . | of
thunb 5o Har Rt ot R IR bt aBe o RO RN, FPARL B SORRIVe iR, e
t her e hawee indHiguitbasyetslivhichragdhart ypadl @ftrado vashorenadtioceimdwhRish ubimligdinposd

trusts (REITs), ich were designed by an act of the U S. Congress in 1960
to all owla‘eal?‘ﬁée%m%ﬁé‘?@“ﬁfnqnﬁ% Hsonder togassunaasg long positignng nore t han

t ax- exenpt po i ik S d ; 'I--Q?gﬁ I t . The
real estate tEg?g%%géa@%$§¢hﬁgi?%ﬁ%?@gk?%ea re%ggﬂkggg%ﬁyﬁPH§§§?5§?8&§

cl asses, mwestoniinaybé stnclewithph éncrdmatelyoiskyekpasuhotossmeiilgTEl asats amt atfthexi bl e
and thus cannot negt cyrrent hedgi ng,.and i nvestne needs,. There. are a
number - of e A H5EbIe ety ot et dior exgraplgin Efor SelsfaRily hat

i ndi vi du_albmla@,_r&egwe%@ BeaRkctiiRelyexpBHIGE stbRKamfly hBRIpHE rikPiPiht® Swn
fluctuations in their home. Shared appreciation nortgages have a | ong

(t hough [citysiunable thhedgsrthis risk basherting thedrreityhirsl unsblette itwsstsinsipgle faintibyd
partnersﬁ]]_ilt%l.e BQ% &§§ﬁ£prtgages are contracts in which a honmeowner is able
to obtainactfetrne annuity fromthe value of his or her hone. These
reverse nortgages af@yegdasions Aardaip deb@itRkit@ing aﬁé‘dési%ﬁa&ﬁ) faké gaer | ender .
Sal e of remminder refers to a contract in which the honmeowner may sell a
shar e i ndisHactionetween seaeritirsang derivatives (sueh aofwuresandiaptioasiapngd batyesry in t he
house. Hone equity insurance, discussed in Robert J. Shiner and Allan N

Wi ss, "Hone Equity Insurance,” hbtionah Bur eau of Econom ¢ Research
Wor ki ng Paper 1994, forthcom ng, Journal of Real Estate Finance and
Econom cs is an insurance contract on an individual hone that pays out if
the price index for the region should fall sufficiently.




In 1994, Barclays de Zoete Wedd (BZW started Property |ndex (@wf#@t es
(PICs). These are bonds, with maturities of two, three, fouf? f
years, whose principal at maturity is tied to a conmercial real estate
price index. BZWowns conpanies |ike Canary Wharf and Inmry as a result of
bad property | oans, and has issued the PICs as a way to insulate itself

f rom f ur tsb@ritie®¥abshont saREIMRELAdns tBR hoRbicatittiddras pas of tHeiroresie imalIR6, BZW
al so created what are essentially UK comrercial real estate index settled

f ut ur es, restigied Brchasier Pronpupecngnd a7 regylaten Femadeglimy (reely indexipl vess fioihe of
th tragct i _wide.. . g
rmnaganeiing it SRS Rele W fiGHOHE ghsiEaclo BT iRe Ry NRORETARel 1k T 00

been schesdtdkig éxeesivetyt speculativenmeitionstihdietiublkineesore rfearfill of getting aitatre

futures markets rl 1997.. There haye been for sone_ti, ordi.nar _Buts and
‘é’tf’ n& .

cal I's t hafosesteditlpyssepedporian ceet expeatte 4 lapgreor nkimpiad dosserdn s 1 ndex
Opti ons. FREHRaMRY &ubPLEImaRid IR, SWARaRY sﬁﬁgﬁ%ﬁhaﬁl hilR8bf IHHBSLTRAhQanks
make between thensel ves and counter” parties. ‘Banks may nmake many such swap
ar r angeneyitlsiot buyswolua inweptnidmhinstrhmesteaps cancel out, and the bank itself
bears no risk.. |l ndex part,icipations (. eated at . th ri can Stock
Beehange (AVEGYF HoBebE B MORAIEaront BPE TdP SRR RURERTBEFEFE ¢ he
contract Mg (RBVEs)AONith Géfe dRidh8@YY ah asn6THd TisC tbhs8ss in (1966 toallods large
instrument was al so created at the Phil adel phia Stock Exchange the sane
year.) Thambprsgdievegiory igied estotes argaoaners taantex-arempteortiéolios of Rxistieex f ut ur es
t hat coul rather, t Ut ange.
The. i nvedtsREIRIE SRRy G e T R i ey Rl M 00 o
to the dirvddilgriavesabl dusséshexchiding fur dxanple Boder-cavipidilomeStRER s Bfd g | ndex.

In this sense, the IP investors Iin the |ong positions could be considered
ef fect i vélegilbi‘aalbbtﬁ%mlﬁ@n?ﬂéugﬁw@égma apgh pvesEeRt needs| f . The investors in

t he short posi,y A i i [ O : hvhdend to
t he investorsllsﬂn tﬁgy?igiril&gepo&%%rﬁg’#ﬁgﬂgﬁégyhﬁliﬁbﬁ%%&d@t \éﬂiﬂsual

mar gi n cdhdtsndinidudlchotrivewpeiscen hisd o, redund risk teethemt duerio prive Sectsaions indthaiy a
security. The_gcontracts .involved act.ual A owner shi f stogcks; the

i vi dend PG ST ERIETEHoH TRREAESH G s o CROHDdarydh Ristare 4 Fittiten

i nvest or Shik s thBBoSHeY EmRES pirkRAship. TeHBRE nidP@Reds A dntacis WRARNSS | n the S&P
500. The investors in the short positions faced unlimted | osses if they

cont i nuediomgoweet is gbledd nbigi 4 kfetimsranowity fromiag walveef kis onkdrhome. dbeseon. The

investors_in the.long positions ul d. at. any..ti e, denpnd delivery fromthe
ol der o SV PIMCHERR pBEPr st of He i B Y v B Stk S it o
the pri ceefefs thaAcohftsct irwwhichftes hdrh€wiich a$&EL b BEEY in the@yusH 18 anGhesRety any
price discqvery by Ietti,ng.a mar ket determne a price for shares in the |IP.
The St andéftta sorirapidgremaindivinginghgbeusept s (SPDRs, or, commonly, spi ders)

were created ' - I3 i i.ke a
security, whi ?ﬁoé‘gg(i%%%ﬁ%ﬁe’t %%gﬁegéﬁﬁg%%ﬁla'n%é&&ang %@ﬁﬁy ?Fi"i Elogfr?
under | yi iguitadhsatancé,” dmtieha Burennrod Senhomig Rdsearch Badtking Papertl®94onput e t he
St andar d d Paqor nposi.j.e ock _price average, Redenption and issuance
Tules enfioh %&»{ggﬂw? Pkeal dseies e oM dS HRIPREANGS SOBRG oA
under | yi riﬂdipfghﬁlf}@nﬁ@that%s gasieitR gk thddk For the réh’g%djﬁ!ouﬁltﬁﬁ kstrichanpel ves.

Still, the SPDRs are used to create an asset thhat is |ike a stock and to
i nsure that tHe 1884, Barclpysi deedZaste Wedd (BdW) atarted Praperty dndes Geneficatds(BICH). t he

basket of.,stocks. The.'superunits" d the "supershares’ 29 .Oct ober 2004
croat ed dROE RIS SHRIET S TverPige B e Al E5 SRES MrspartgPacks tai n
conput er ik ifyidded SYonifbRial f4l EstA8 phibindehe BY WlowRQohPumieFKREChiERN!t al
Mar kets at the University of Iowa have been used in the past. For exanple,

in their Whetpadkhuyas agpadiafbad propgityidpasg.snd fips surddbe PIGs 4s¢ wawelgt ed for
every presj I dat nd | i.f. th n. .l

or o5t dont iR A TAR o S BT i e BB, BEND A 1506 THAY

syst em cafisoanésetihatakd ssseitRilly /K eymbeedidl irédl estatehiadea\settled Wtufssdetmublor al |
presidentjal candidates conme in with conbined offer gri ces_equal to $1. See

al so, "Atkgaisny ¢leainedioppeancBAY iagbeays vansige pbihe copsadndn indusky-widgy
Robert R ' i i o .5, 126, 936
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invented by Charles A Atkins and Ameba,lsland, and awarded patent nunmber
4,953,085 on August 28, 1990. In spite of the variety of investnent
instrunments, investnents having a particular response are often
unavai |l abl e. Accordingly, none of the prior art allows hedging the risk of
an arbitrary investnent. Wat is needed is an investnent instrument that
can be constructed to allow an investor to hedge any reasonabl e econom c
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A proxy asset according to the present invention is a new kind of security
that is designed to nake effectively tradabl e broad cat egorizgé)céqbe‘égé S or
clainms on incone flows, or economic indicators that are individually
difficult or inpossible to buy, hold, or sell directly. The proxy asset is
designed to have a traded market price that reflects the true |iquid-market
val ue of NiwRalxseident) has badn&h&lul QLRGN ©ud RdEE 0 UK QonSxadThll r8al d3fabXy
assets can be created that all ow people to nake investnents in |ocal real
estate i fulresimasketsin 1997ut al so al l ow owners of local real estate to hedge
Ly, ExpoSur erfh K8 bofiPR beink i bt ulntibat STy B QeSS Rhicyst al <0
all ow the purchasers to see, I'n the proxy asset shar e price, an I ndicator
of real astlssethpStandsrdiand Poer'cCintlyx OptionsaThéde davebaapbrgin pwox rraggeieatscan be

created tpo all ow pepple tq invest in c|ains today on shares of the flow of
nat i onal tﬁﬂé’b‘f?é%%’égg?kit"_ﬂﬁg@bff%‘éﬁeg thgmsg ﬁé%%wegipaweﬁ-@@ﬁﬁw&a&BWO _
hedge ! Nahth Q¥ difd@ERAts MsucRAh AR thOPER AndiPOUCindiit BnGhsetelidol! al m

as never before. Thus, as used herein, the“termproxy asset pertains to
i nvest nentsk. rel ated to i ndexes, such as neasures of assets and clainms on

i ncone source nd _econqm c indi cators. ,Such sur.es. of et S, .a | ai s

on i ncome soyig‘geé{ l?aﬁt(':“flﬁr’ag@@ Qgggreg é{tzlﬁ %erf’ﬁﬁﬁgﬁmkﬁ‘ﬁpa%e?%@@ 18g§§§al .

~ Exanpl es efuaily trhdid e S5€4 fowt MBhthSBYfoRAhE BEntRREWas fHut BEWK MudfSRESatoRe | ude
privately held or infrequently traded corporate stocks, 29 Cctober” 2004

i nf r equerstifficulticadAcimdatiastrunén svag also greatadzt the Rhaladelphip $sock dixebanggdhe
genst one rRJ Ot I tack, .and thoro re Th
asset s, TrmaIet PleTpSyPLEI LR, el E RGN R G slp RO R e s e
i npossi bltadedoheadmek esihaged fadddr thaanathtudaogichg go ETHART &g s in the fBtposition
ci rcunst ances,. an ind‘glx is appropriate for a set of proxy assefs if its

val ue i s TRStVedsresdpy dyidspd propatiopal taghg digidend prid by itheStapdardiand Bear of proxy
assets. H is . W8 S that
Tho. payont S e SRR EPies RO SRS the 1P el A B R Kb o1 hr
is fully dcoosiderdd bffecivelysto be hieklingntht stonklein thdvmdexitsal HThe inviebtersi inesshornt

rovi der. Thus even |1 argani zations can, effectively.defjne, offer and
ranage. prRSRYOBLULYR 1 SR margin e raiscd Fepaiihe dlyidead & tednyesiar fniBiions
deri vati vRsitiehf ’ﬁi@ﬂo?y WeRd %{écgﬁcbﬁgé IRAL mBAKS 83ls sholl WY prAIEl, Adbdere not

processor is enployed as par proxy asset nmanagenent systemin one

enbodi mern anysanse boldigapeeutity cFhecgontraéts tvoliied mpiabluel ewpershap afstocks; ted

mai nt ai ni g L h roxy.assehs... The new data processor, defines. and japages
the val ushapent B R EERTF IR Jons iy S Beb R e nelB e R Ao e
defined diositiohs)watherthhy fromtAg SaBpini&fin WROSL P FOOTHAsVeskad Eethaskqunt s, and
also facilitating trade, issuance and redenption of such proxy assets.

These at thopibighe Bicedeplapijedilosses & they eamtinuediaimrst merain salfs Mareeyver.dherg@sunt
val ues. S . fd : i i I

inder st anihBbfrohidRS e ilVeS A AIHEogifloR dBId diing fifledclBfia ABvery
appear andeonatig: hobddreofithe sliort pesitkons d$ thaf indexntalurg Fhe iRssdid not o thietpries of hat

t he investors bec inyolved with, and to offer the sanme feeling of
fi nanci a|&%@&ﬁaﬁ@§%%ée&@@%§st@w ‘ﬁgtnat ﬁF[Sé%%B‘B?e Jiscoyeityrleding g
rei nf or cenARE deRihided SikeSsr ARS8 BlcqPS anong investors, by facilitating

the basic functions necessary for the proxy asset's essential equival ence
wi t h ot her assBestarfankyndyse DepasitardBstcipise (SRR S, o5 enbineondy ispidiersy were

wel | - known of securitie | i ke. ordinar Kk so that regulatory
Festri ot Bt AT R incy P e ok SHSE ke sEH MBS ¢ s
i nvent i oRradBd 6 Yhetsekiexehaips SandRhAU R af @HdQHAkS BiRketITAsRER, RPSdsbhtffy | S

| everaged or subject to a mar%l n call. That proxy assets resenble famliar
securi ti dbe sfagksisedtarompuietheitandped anddlooy Compositerrtodkipricegverage. peopl e are
sonmewhat @Af.rai f 1 L N9 J Neexotl Livatives cause. th ave the
Feet i ng. (RdeRpe® apd (RERHEREse Pr&eehiafiel Bl Brielihasia YR e d sl BB bl o

unl i ke t hee ciiehg porfelan Cbphssefs Heldoge tyachhbttolashbasivdsUsEiaBO SPDRE 0
human soci ety since prehistoric _tinmes. People tend to feel insecure about

an i nvestaewiedip ssatepmassat thas isdtear siockendiy inguredhy) thg madet preq casfesponds

mat hemat i ; J t n QLG »n there
are fam 1% o) SRR Jalbe BT e ket of ok ETIBRARL Bid 66" BRRREY . "2004
ownership of securities that are not duplicated with nost derivatives.
Exanpl es of such institutions and practices are the sinple notion that an
asset has both an enduring capital value and al so generates an incone over
time, and that sone investors nmay consune the incone but not the capital
value itself. Third, many derivatives can involve margin calls to which

i nvestors can react very negatively because such margin calls force
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accounts in accordance with a fornula associated with each Erox asiet. The
new bal ance controls the scale of the dividend or distributt gﬁ)%(gﬂe’d U the
proxy asset, rewarding through tinme those proxy assets tied to formnul as

that increase as determ ned by the indices. The proxy assets are exchanged
in a market either via conventional brokerage services or directly through

a tradi ngreyet £ mcleMBIeshn@vit ealibombdithatedihRPeoRROCt rum of investors
access to this_investnent and risk managenent vehicle, |In accordance with

sone enbodi merftestaby compmitasized Hading systerns, Shch asrtbatpseskgt thekowea Experimentalir t her

i ncl udes i 001 i i I assets into
proxy as sl\g{l&%tg r%? g Iq{dégeg%lgl 3&?8% Eg@s%%q[%ﬁ b)l g%&dqn ‘gf;ﬁ? P#‘E (%Ig %ag%rng&'figggﬁs%t bundl es

ar e conf ipgesidedtidlelg@tionittadimpbastiends shcatityiib vichied forrevegypesidaatitiocantidaig) ng

i nvestnment ,and h i demands for the underlying indices. Account features
i ncl ude @H@%&gﬁﬂ’éﬂ%_lﬂwgw PP BESIFR- m%nlyﬁ{l%wfrﬁféwangh%f@ﬁ ual proxy
assets. AgGRIML Sherfihd Qlskeh LR ﬁf&ﬂdtfda@ﬁ@x‘eat@%%%&rﬁfés REERVer Blgy\?vﬂg&g and

exchangi ng of proxy assets by neans akin to those techni ques n npl oyed
t o trade fot atprssidentiaboandilatescomedi mythtcombireedadfee pticasfequaldo Bhvent i on,

techni ques prquide a, proxy.assei_set .gf t or nore proxy,.asset tpl? t

Lespond o n b ap b ESRYDREIE! FRficdAsERrageRest Bl iBFeriabvR ey
assets s, dhamplorldn@®BasA 6 ThwiRtTe OMRird¥@bitentdthbar 5 U956 6 TRleBY 19B5 et
shares representing equal clains on the proxy asset account val ue. The

proxy as$ef§ Systemyasthg Qrerationnfafdnansial diseguat invauiad by Eharlesuin Atkins ande pr oxy
assets s f t I.es, proxy assets set
account \%{P %Eea %%ﬁ%%?%%éﬂ%ﬁ%g %@éﬁmﬁﬁ%%p%%@ ngls}\e@gtsie?%?o't he proxy asset

account val ue.In fpipy eftie asteed ofincaitniiAdthiendns, HebithedisWatinga partdiirer m ned
account fornul a reﬁ onsive to at | east one correspondi ng i ndex of the_ set
of one orfIPBRY 3thAftebwnavayble, Aseordinglymong af thy prgtt allewsedewedbatsk of ned

by a val yg a?gitré‘lgﬂ'ig%gﬂﬁ&ﬁs Pls nedli&l RE XN e f i3 @AURULH Ay Be E(?lstructﬁd
reeval uated accord-ing to the account tormnmula upon occurrence of each event
of a pl urakllewy anfinyested et lexdge amdreascmnble ecdnonan poditon the paedston inayhassumey butt | on,
techni qu for investing in a proxy asset include maintaining a database
havi ng iﬁﬁ%ﬁ%ﬁt"ﬁﬁﬂﬁf’mﬁ ﬁr:kFVQSgtfa Fal ue for a resources pool, and
information indicative of a pakhhdR ofithY BNeRfiogCCOUNt. The investor

account information includes a"partrcular rnvestor of a set of investors, a
particul ar pr dxproxygeset afcording tortbs preserd énventien is anewv kind phsasuriorthatds ount

nunber of, proxy, asset ar es, i,gnal indicatjive of the value of .t he
Fesour codeRBit o B G e RN naABRRRL b ASHEE M aierhr SR et BRHE

val ue peror sb@iotnit asRORSS HRt & isdlvidod@xdidficuin® isgbssitfie BuyOholdPérsellndi ces i s
recei ved over the communications |ink for each proxy asset of the proxy

assets sdhrectly. Ige ppaxyissset sobpgigned tokave ariradepmetkeppri¢abat reflegis theitue

techni qu g I i ssets
ot of 't u Rl Ball AR 0badkls 3 om0 b Aol RIEA0RGE B3 Biufile SRk PNkl

i ndi ces. chabbcpraedyhaalew pobple hempkoyeaments $n Betl ha:sateqihaxgivasdit beccount

val ue and.a nunber of nproxy asset shares, .A sumover the pro sset set of
the proxylseallal oynesioflogal el extais de g?éﬁ%ﬁ?‘?%’&ﬁ‘&?é" ‘?ai/%%t%“éﬁ’at?‘ﬁfe‘éﬁ’ur ces

pool . A coRRISlLassR At alsh ANES 1 prrbifsBs WX ¥eedRIRE Srox§hsRMRNE ARG, K nore
offers to trade shares of the proxy assets set is préesented to a trader. A
conpl et e indcaterafireflicsiateprives inatha city Fidr anetheraaxemgles hrxygsswefs dahdepraated tasset s
set. In another ect of the jnvention, techpigues are. provided r

ranagi ng OEneRyRI8 Bisdn elagfs LY B iBeoihe o SEEafiett Rkttt o
set of OREalof BERHE couMitly@R o alfow pédifte R hedgé BRRWWIRBCAAOHsIARH] Als¥db b Of an

i ndex of the set of indices are received. A proxy asset account value is
eval uat ednaktdnige agsuch anhaimcasagier teforaul sy asspseh berein, the temapipxly gesebf t he

i ndex an cONs | nstraint i n.the XY asset.s set. count
val ue i ng)ggt%lgggoyﬁlgl %%I%%tf gggt(‘# ?Oagl?ggegugrugiézm pggﬁtgrc%agsee\}//sa ?acﬁlglrsi Olgsm pgr}ef or nmed
upon occubtireecandofcoranit igdieatbrsoiSuah fledsurbd dfassts Ardetaing ofiin@shesttfdes. | N

anot her aspect of the invention, a system provides a proxy asset set of two
or more pRrAYSE theseselatadiighumas hahen of imanseapitak Exgraplss ondliquid assetsdhat may

t K i . nedi dabl
rodi um i el SRR P e BT B AGRARK AR Ghely e AR R
f

proxy asset for each investor of a set i nvestors. One or nore bank
processors connected to the network are configured to conpute the val ue of
the resources pool. One or nore proxy assets set processors are configured
to evaluate a proxy asset account value as a function of at |east one
correspondi ng i ndex of the set of one or nore indices. The one or nore
proxy assets set processors are also configured for constraining the proxy
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Figure 4 provides a logic flow diagramfor a proxy asset generataor,

according to one enbodi nent of the present invention; Fi gur@g@“ﬁ?bﬁwg)(@s a
| ogic flow diagram for an account manager, according to one enbodi nent of
the present invention; Figure 6 provides a logic flow diagramfor a

di vi dend generator, according to one enbodi nent of the present invention;
Fi gure 7 ihfrequeh@ireddd bonds; RBipk afle® Rir &bt Narel desPHrRXYuASERItorE dRistdRpiREESSSOr
accordi ng to, one enbodi nent of the present invention; Figure 8 is a logic

f1 ow charBeigtingg,divesiosks gnéd fhosorghbrede nkthess asseta likeawal estaisetrehiishiy Wiguid.gedance
d d i . i . " i . t
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m nus the balance in the up proxy asset .cash account per share. Its

di stribution payout fornula defines a dividend equal to the payout rate
times the balance in that account, so long as that bal ance is positive, and
not exceedi ng an upper bound. The systemis defined so that all dividends
payouts are always feasible. By construction, the sumof the distribution
payout forrmulas for an up share and a down share is always | ess than the
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whi ch share redenptions or new share isgsues will be generated.) Proxy
assets will be issued and redeened by the proxy asset data processor only
in conplete sets, so that the account bal ances defined by the account
formula and the distributions can al ways be paid in accordance with the
account formula. W can clarify what we have sai d above about account

reeval uation, issuance and redenption in mathematical ternms. Let us cal

ey . o - Y 1 - o




The account fornula for each proxy asset specifies how nuch its account
contains per share, upon the occurrence of predeterm ned ev@ﬁt@‘{tf’l}??aoodat
regular intervals such as quarterly. The val ue of the account per share is
given in terns of some neasure of value of asset or incone or indicator
underlying the proxy assets, as well as in terns of V~IS~. A conplete set
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asset s, ac%gﬂ%ﬁ%a?m#?lgﬁ% Polrrt% a?/}mf?rﬁk}é?%%toag}g%%ﬁogy%%J%tsgfgselI orders in anot her
way. Whenever a set of unmatched buy orqers can be found that constitutes a
conpl ete set of proxy assets, at conbined prices equal to or above the
conbi ned val ues of the accounts of the proxy assets, then the orders wll
be executed by creating a new conplete set of proxy assets and crediting
the proceeds of the sale (m nus sone conmm ssion) into the accounts in
anounts corresponding to the bal ances currently in the accounts. \Wenever a
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A separate aspect involves the creation of proxy asset bundles ich are
groupi ngs of proxy assets that nay be traded as a bundle ev@ﬁqqg‘g’ﬁéoo‘fl

i ndi vi dual conmponents do not trade individually. Under this approach, the
systeminpl enents the dismantling of the proxy asset bundl es under sel ect
circunstances. The bundling and dismantling will be illustrated below In
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conpete may want t.o hedge its position i nvesti in a proxy asset that
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for multi-asset pooling, described below |In another enbodi nent, the
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I n other enbodi nents, at |east one index measures incone flow._One such
enbodi nent uses indices associated with the incone flow of 39(9%9’?@?%004
Exanpl es of such national income flows include national inconme, gross
donestic product, proprietor's incone, inports, exports and any other item
fromnational income and product accounts (N PA) of a country. These
measur es ifiggntios; nonm nal , real, in total, or per capita. Another enbodi nent
uses indices associated with the inconme flow that is a nmeasure of human

| abor . Exanpl 38We 3Bus k binskelingram of a cormpwer Hsewsintudinggaectvprkndex of
occupational i . t 3 t ISy

econom sts, orﬂgﬁgﬁﬁﬁ%‘iﬂﬁhﬁ é:eﬂsb%%{iﬂ a at;o?eg 908(& ag%e,? ﬁé’r{%{é@r‘g’%{cﬁ%@t@é té)eornteai n
cl asses ainbodbnent of thegresent ingeritionc| ust ers of labor with sim |l ar

characteristics. O her enbodi pents use indices associated with consunption
expendi t ur es. ﬁﬁwé%‘ﬂﬁ??& logis f[éw fliggeu 1oF 2 AGFOUNININGHCTa ACPORBRG torRe

confi dence%boﬁhhéﬂto?EHéﬁHres%HHﬂWg[{%PtS use indices associated with other
spreads, such as a spread in different types of nortgage rates and a spread
in different tEipas 6qirovideserlogic flomt diagranr foandividenidigeatrhton aofordingseond n
short, an eﬁonorpg or _macr.o-econom c indicator in which investors are

i nt er est e OFTREL 9 HERESE BVHEORE i on can be used as an index used in
defining a pr@yurdysehto @ﬂew%nmé;ﬁcﬁng-thy?ro%wgse%ﬁéyprﬁéés@&,sac%emhygnﬁg the
above structure to a real estate exanple, Two proxy assets are established
f or each wierybodingrns eEbeipsesent ibegnéiogear) to be managed by the system one

the other (t ndBREinh Hai@ 0 WP ARiseh O el Rim R oF e el B Bl [
the city.issdénchamklredeonpRionsyittial acsbeling to@np oy diasntsSthé presédiiibyeRAsE anear
were first issyed in that base year, the home price index was scal ed so

C

that the i ndeX'8¥681earelgirnahlack digraphdepigiingiagroxy-asssibradle s1a0BgREN t he up

proxy assbodifik & bRe BABBIRIANYE B BRbay AVeidie! | ¥ contalned $100. The _
account formula for the up proxy asset at quarterly intervals after that is
just the price index: Up Cash Account Bal ance Per Share End of Quarter =
Honme Price |Index. The DiasifedBewtiptioh ®f M Pref@ied Rtnbddiments Xy asset cash

account bal an per share, that 17 29 Cctober 2004 determnes its cash
account bal ancerediresepiigventiog is gisegteddanonglriony assel sypiem aperatedhyrasystiem of

Quarter = ﬁ@sdn - i il N
terns of ptr eﬁ%rg%;?jﬁ %ﬁ?%?dgﬁnoﬁg& grgo e, B?%agggig&%l%?(dfoﬁg&fpgngo%g‘fqébagance at
t he end oiystgmagromictor ie fiukddstotviagolroaeiljary dorhmaden saircdsiand ottldis;, viand t he down

proxy asset cash accgunt bal ance equals 2V~ St-]t). Transfers between the
account s cgpgnqm@gogaﬁﬁ(sqﬁ%%taé:&eﬁsatgigwg MTAPT WHCPPARe QORRCHPNSIIRe quar t er

these acGfieflet. OuEtha Syskii® isSRbdsSibleSd brdiliSor dutsiddRvedioleXinlaSinkiBd 4o t he base

year and is now 120, (reflecting an increase in real estate prices since

t he base predefinedwish @irecomneisionyif thys ambodinment is usebiolmaerpton $wetalwhdosebns $

120 in itmorgql(;%igccount bal ance for one share of the down asset is just the
€s

conbi ned Thv hent val ue of the bal ances in a pair of up and down assets

in that city mMheysothasétigaum, hiteeaibdingst,inuesbmemntd bRk peoxyhsididap and
down accounts was _ $200 for two shares on the base date, when the jndex was
100 by ddFPssstqrand apregagmmed cantrlled geitamion for angrationewithihis critsrioewelln t he

noney nar e i S | i e date,
arter payt ooyt CTRERRYY SEcPl pltet By AShAR o HloRF sk eBRET, O
Thus, fomaagendnd,a proxy isetativiiemiegbnemtore Th additien, dpe @ogly hdset systam cash
accounts pe are i.s now.$205, then when the index is at 120, the up share
is $120 aﬁ%‘re{ﬂﬁgv nelAesr Ealing itshancesnd cedermplign satsm thal ecskvRs HELHOES set

share. T i i; : i y asset
it P 0 e B B D A e e et
whose t otvatieties afesdearx dedsh axentethede ardérs by ohdiagseistingprosy assetsnpdsere set

consi sts .of .one u r.oxy asset. share and one do roxy, asset, share, then
whenever 1§ﬂstqln§fcrr§fa£e[e§n%§ro§ﬁ gt i GUDpIEteSRLS, ggeégeﬁ?‘%/dcés ‘F—ffedﬁid a down
proxy asset shaks eimg}ieptﬁe Rardfodatnfns Hﬁﬁlex?&% afrhdddéntTordvhloPan DOt h

orders are executed. e new share is isSued for each proxy asset and the

r esour cescpoit-shigtingnetithatdlefipeptie balancesrin thet deeoymtoansdeddistobutiorepayonbi ned
sal e the proxy asset data processor allocates an ampbunt equal to the val ue
corresponding to one up share to the up,account, and an anount equal to the
val ue corresponding to one down share t0 the down account. Thus, after this
i ssuance of new shares, each share has the sanme account bal ance as before,
and there are now nore shares outstanding. Wen offers to sell the shares
are found at prices such that Pt+Pz<V~ISL, then the shares are redeened.
When shares are redeened, the nunber of shares is decreased, the resources

S ~ o "




18 29 Cctober 2004 to sell one up proxy asset share at price PZ are found
by the proxy asset data processor so that PlI?Pz. Then the 0|2§9th r 80k ut ed
wi t hout issuance or redenpfion, nmerely by selling an existing share. The
sanme occurs for offers to buy and sell down proxy assets. In the above
exanpl es, we have neglected, for illustrative purposes only, the conm ssion

charged ffofmilh eor%able?mayl fssel, 59bd fiecRE& hdre BAGWUTRGpdol@etdiese féraaides. The
di stribution payout fornula for both up and down proxy assets in this

exanpl e iacqinisstiithip thagyyternene ipestedmsameassets, spangrumenaymaket IRHEEIRES. Per

Share) if i Ll I ' [ e i ned
val ue) in bp’%gqﬁ%ﬁg%@%%ﬁ%éa’%%aﬂx% 5@1\6@%%&:&%?%2{5&’ ?3‘%—‘}’ @FJC%@{(% %ﬁ%ﬁlﬁe Anmount
i n the Twbe BadkoTh¢ binkirbpatsau tiie dysteoigropaeotiht valse gf thatpeolet hesouichs and e ned
value where r is a payout rate defined b he proxy asset systemrules. In
one ver siS ﬁ?mtm@r&ﬁdweffr thp epargie ageoupts der awa%_&w‘%@m e

cor esponghid thikisd tRYhRE R Bldclife ARG bR prdclSLRL plisiidfy N MONEY

mar ket accounts. (It must of course~be less than 100% s di vi dend
payout i gligitibetyd tof iease bdrepletrknopd edpe tiplagticigantsi Tranbfersranematlessongrasher abl y,

it is less than the actual growh of, t [ esour ces ol .) I n another

ver s on. TERUTYBER SRy pEEGYRm Mbt st Grplen A e PRSI ¢ REElsy
asset anGréxyiskdt@yaeth, RUCERPIing thabtherfeobPbd BbrethdiS e sAbh FRtch, ch@f the down
asset. The down proxy asset's cash account could have a negative value in

it, in wpertinggedifferegt instdutionssun by iffeentdystemipreprishs.ehol ders. In this
case, the up p 's cash_account ul.d have nore than the tofal cash
Arpo)f%esr,%§%ﬁlgl\%ﬁfl pr%& assct sty%cem CFYH\SDIO(%IE?%'L F1)r5;plgmfen t-{an‘nmmum ey

in the two accoun C ase e Bis: kg up proxy asset

per shar erwoudssety fgtredd @sthteén pajreuicity db1ea given bdse®ear! Tigest Ov@proxfaksetstaré he two
accounts pfleer ihar e. The investor holding the down_asset will receive no
payout i ASteRFS te-assm vpHexressriand grdopn mipxy ssetaentshareptpadsbaninggyhad will |  pe

POSi ti Ve peShilGa EREel st GLIBRISw]. Nfe MS%E%&RJUA%%’#BQ%P%)‘}?&%%@qliéﬁzamtl hdcofhtOP

enough to bring 1ts balance to a positi Inthis
enbodi nerbalanbepershirettha is aBusdd tyhthe systan propriess atcondihf td anatcomttfieniladex,

so | ong the.Ln .does .not differ toq far from 100, In this case,
vest | nghat PR BatiF GRS sLeer Bl (G4 oSERFRP P HoBLS HESIRORIL [ eal
estate i tB&lchl eshile hRATn@SK fol thelFHPRSAY Géhr ForthARMYSIn(ddRitioRCink &idRs Of housi ng
services) on the actual real estate are approxi mated by the distribution

~ payout f di'sharcholdasatiin thad peoxytdsset redeyeaumgrlarfivideml prdistyibutsaneaccoiding tha
recei vi ng,.t same di. i dend S | d be recei,yved by.investing.in the real
Lorate | Rutfot @RS REE hat Sosten G offods BRI SR s R aleldftiled L0 1 oo
cl ose t 0 pabeutRite tiehes MetHaldnRE il he at@int E5iteaphdind @NhAtRMAS] dndGubjRcttB@npr OXy
asset will also tend to produce essentially the sane capital gains and

| osses adPpeiiEsiti Ty sepondaapxeatsels tie dagineyety, assefyiastacerynt halanes DSF 8Haye asset

wi |l not - i dent. | iLtal ' . e proxy

asset ettt sy oSl Bk e AR, A B bREP G SR BHEE chl

a_d?/ianh ag etcafunmil‘edbma:]l_cplaiad mtnwgrpemﬁySasism pleﬂﬂﬁ);e vl ﬁaahbagdnﬁe dﬁmﬁ up peORYy ?saﬁt _

W e extrene us ul _taq, neowner s sniLn 0 ne the risks of thelr
| nvest merAsh FFEORERET TR i‘i‘é??&Fﬂolﬁ&lowamt}%%ﬁ%?é%ﬁﬂ“gg@érﬂq“@ée heRagoptn
real est gh@ RIS SalliR¥n ﬁﬁyé&euﬁtpmgg% fhat BalARRSs ﬁ&l}ﬁi\%?é‘ﬂd I?cﬁlﬁg%éédin% their

honmes. A single decision of a honmeown to put part o is or
i nvest merngpper bouddrvibhenystem iadefmedisorthatall dividgndaiphyouthan abidye deasibbd. yBhedge

asser hadoReadhs din St e APt on PRSPl o & wo gt g L Sl SR B
peopl e t QlwWgystlés$han the combined increases in balances per share in the two accounts in the
bank.
Accordingly, buying shares in the up proxy asset corresponds to investing in the
illiquid real estate itself; the proxy asset is, however, liquid. Moreover, shares in the up
proxy asset have the look and feel of an ordinary investment, since they confer on the

investor a claim on the account which "backs" the proxy asset, thereby encouraging a
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The systemw || provide continuous information about the bal

accou%t. This w IOI reinforce for investors the fact that th@%%)@ﬁ%‘ﬁl&s are
"backed" by sone real assets - the pooled resources. They will also know
that if certain predefined circunstances pertain (such as term nation of
the system), they will automatically receive the balance in their account,

further steeprigs hﬁmengsybh@ibgy formtied s a¢seR. badtmeME i thie A RIS askd Gre less

substantiye val This inpression will result even though such

ci r cunst ags @g% te existhagiinyestmgnt Ongymighi rall ¢ ehare Meonedit Ssabasleeons xt ur e.
Bundl i ng mar ket i ng
of the asﬂsétp{il le%’fcggilar{%g fa%%ﬂ%\séﬁggég}?%:@&ﬁa%%aﬁsi‘gﬁ# %@fﬁcgﬁrg is a

demand f dralanbe foa dvat S]amtsmsﬂimr Byhihis ioteiptetation, liLthp asdisige treated ehamtheriadex
hedgi ng de for e of that cit but little or n mand for .the
i ndi vi dud? "@3’ WS ltahﬁtewaaaaceﬁt bes mﬁd@EaLglérglmé%/e Jatier thggthe 1o be
di ver si fijgdy, rtaﬁrew@ @@F@d&ﬁttse%eae Qe HRIRE &r%ﬂ%nﬁaﬁafsﬁo& ?Bsn%’}ﬁhth@f the

cities, but the corresponding up proxy assets for each y i s bundled for
di stri buthigher a:stlal ngirgigl ablogylingbfak a ogaspabkywelb-Swictiohing hedgnqujmle othpwt of t he
up proxy f al.l ., ci These, up asse hen | ater, be take
opart oL AR R gk B T BN SR B S 0 L s P o
proxy assgdaesaie® fplind d%ddn\/lirdﬂ}aassé’th RriGOAGRIR thAMS 10G BNShSver 'baéét}%ar, i3@ingby
facilitating very accurate hed for individual honeowners. "Al so in sone
embodi nerhodi up pd dgvpprexy assls & vestosmay then nedgemitheir griging msepeat assets
bundl es i I proxy assets. Exanple Il - Swap
Pr oxy As%ié%ggp%’(g@%é%ggggh?% Héglgyeggas%s F;B continuing the real estate
exanpl e, is | disdedhe ﬂ@WEpﬂﬁy as@9d@smbmo%%r§maall$)ﬁmyanasssehﬁﬂesIanvest ors
wi shing to swap out of t r|s in their owm city can bUﬁ1 sset that i's

short i n 2§bilt S&ﬁﬁercfPF?,g Hapd Weg@ﬂﬁnﬁ‘?h‘é‘fes@%vemlﬁ CHEEWCR | t hey
cannot  acthsf fol Patikip@v8 tthdd %?ézr ate exposure (as they could with
up/ down proxy assets) but they iversify their real estate exposure

across cities I(llacmrd:mne wlithtmctgeﬁrg:)i 1ogﬂdpn¢cdnmg>lltﬂﬁympnsmtibns, tHreesystemn

city can be a.u ortfo n; evi ce because man tors are
notyoverl PRORSE aF Ew? ﬁ‘atna*é’ ‘ftgmﬁnﬁ%sig‘?tb‘ﬁtw geate Leraxh asey af% F’%u %state
in one rediefin thédehsfiRd, WRE RrcGipt doviY\Bidx ﬂ&ﬁéﬁé d%§c?%te§m{h@'e§aﬁi 1@%@% hesgi ng of

one's risk and diversification into other cities can have the appear ance of
buyi ng orv@yrihatyallews fiss commsrdigracedss prdpaymept ofp mhé:eppmcyfoaﬁs@mstwtke

21110, o SRR 48l REsRRRI S bR RS B SPRRYS | @

ordered pairagernéntf bih @Scoutst pobRA@edvutdes BE eREEpOWR RssBI thxtis Hak&l tofths each
such pair. For the ijth pair, the account forrmula for the cash account for

one shar @cepunisef@thsr praxryLsasst injthe systenn sugfuthat the changss indhe wye of avindghap
Proxy As%?éﬁéﬂslafedaiﬁﬁf Gk ébs‘Ciﬁgwchnt\@dléh% MEE:I 1n &1E ﬁffons tok\ﬁ]idex) and
for the jith pair, a svva% proxy asset cas accoumt orrru a is: Accoun

Bal ance RemeShaitke proxy Swapslﬁresx& tifisd Binciion, A\tﬁdmgelsﬁtrmwmd Mdémptidter Share +
2* (I ndex~_- | ndex; %a’l\g t th aver g} account val ue per share is the
total balS¥¥ED: 1SPPHPR ﬁ‘éft‘Sﬁ 503 share, denoted Vt/St,

above. 1n thi mmmr@f@a@wm&mﬁmﬁs5toaya5&tmgoﬁ1@tﬁtbaa%ntshﬂﬁ in the
previ ous up/down exanple, in that the indiceS are nmultiplied by two.

( Anot her Sﬁﬁﬁmlnﬂb‘ﬁéﬁﬁ toels lfiesra humean tovikentiGoibe dndsk te banstw dnd thspudefingdcr eat e a
dlfferent f t he . nunber given is just for illustration.)
The pri ces %ﬁ%ﬁl\/ﬁ%% S%‘%arﬁ%%?lgpﬁﬁxlylas%&mﬁﬁg the sinple interpretation
of the pri ce Gh ah BRert iRy e%ﬁbdﬂﬁ@rﬁ&h@%ys&éﬂﬁu&hﬁlék esEp@¥EIBRIcao dBitdlog Qﬁro&_f;'s ets
wi Il haue the offsetting advantage that they offer effective neans of

di ver si f #F36¢p set that 1S@aemﬁh§préhe PP gnithie cmbadiment it és reegivedida pur pose of
'Ssuance.ﬁzﬂa i PERTREL PR atﬁété‘{nvéé'tﬁrﬁ%?fm& inddxeb BUGESE 115 Bhoil eEi&ar einij

and one i are conp e e se case, We can use the sa

di vi dend pbtdnﬁalaavm misllovmldo |saetttfﬁ>m bpﬁ@rguﬁdxeata@qﬂ)ampi‘ndwphﬂ@h\ﬂah |ﬂ’[eOXy
assets. There gre ot her possi.b define conplete sets. A conplete

set coul dIYESIE fegiresfo tke ﬁapsétlwh (2] theardswﬁth@ index they waf tq taksatid therAQunbr oxy
assets. I tive
conpl et egzgﬁ%gm%tghg ﬂglﬁd%ﬁﬁ%f i ﬁiﬁggﬁzﬁ"?&eor?mt’ h%ygﬁgg ﬁ%ﬂ%ﬁéﬁy% oﬁ% F%n%?rml a so
that, in the case where sone bal ances afe negative, sone swap proxy assets
are 21

—_)




29 Cctober 2004 paying no dividend. The dividends on the renmini
proxy assets still sumto the payout rate r tines the conbi ggﬁ%‘@%&%@@g

Figure 1 shows an illustration of the kinds of closed paths (conplete sets)
that the swap system processor identifies anong the orders to buy and sell
shares. The first set, set A is just a San Franci sco-Denver swap proxy
asset paithedwwdlt be aillag\e payoas) the Ragihscfainsohpy pasty hakisaith ad iR cgaeandr)set ,
set B, is a.conplicated closed path involving three cities and three swap
proxy as<Be fequeey o gripatian and ergbangsiod @asstoand(Sp conditinsdercterpinatingo®s| i cat ed
defini ti QR&Of t.C'l‘Hg?élf‘e?r% [t PRR nities to
i Ssue, redeeme and a o&vﬁg%gséﬁglegﬁ%g% aggg%lf@?@sgérg?%dég%ls rrufca%taﬂrmre

conpl i catascounh fommdesbastrborc aset ofis¢lbctedimdings thrwhich okylameset be fdemd amoapgpl e,
setting the average account .bal ance,in the system (Vt] S~). $105. 50

dol lars pg& es&ﬁ%ﬂtse, O@dﬂtﬁﬁéﬁfdt‘wﬁfm{%r%’éﬂw t‘ﬁi){ ABAAS: Bigh eheny B4 di spl ay
Screen ar@nipatisilieyer thSRRIbsR/ @éi@@%r@@%i%h{ H380dd seRlclon o%tions, such as
QuantityOfferQuantityl11015 10011 0155011 014 501101650110l

50110181 G0%990si0gyaagd. Thed odiir ongorisSbemsdhess Bamivel9@8 Gvcight Biag yGtiothed ty OF f er
Quantity 3 508594 50 | 999/ 03/ : 53 22 29 Cct ober 2004

Seattl e/ Iﬁglg?toonn@élsogg’fggéﬁgl FIUEIY g%‘]?ug ?fl‘O‘ferQJanti tyl12042 50
1204350_1204550&52@4@&&&@&86%9@%0119&0&%aIMWhMeEﬁﬁ@hs@Yﬁ}s%ﬂmlﬁ’éocessor
woul d di scover that a bid for 50 Boston-Chicago shares at $110. 15 mat ches

wi th t he Sgegiied agountfpromga tht defineshpwaperhsp iy bsaccavid psosharg & epetuprint@ful d
A Ny o
Sbove. wouir LB SHEFUHER whbSYRech it NS SPHRRRONLRE (LRI il pHITO"

t here i s sharereée deosuntsscuspendarg to etl@hgpioan assélén drnpLivill benddlled al so
di scover thaﬁ ther? is a bid faor Bostf)nChi ca%o for anpt her 50 shg{)es at
$110. 15, QMPIE §6 LT BOXPAFER 53088 29 Al mxy asseisaragpart efcomplgie setypHpIOY 50

Seatt| e- %@ﬁé{ e Ads @wdyR poil £t a1 Prbxyhskdts B SEQUREd LRl hGe SRy Bdsef hese

prices is $316.50, or three tines the "average cash account val ue’ per share
(3 Vt/ St )datagmdceseorican aiwaysradliecatol the fi¢doust fotrasles defthengsthb proxysagsats) balaecesew
proxy asset,s and allocating the proceeds fro he sale into the. respective
Cash acoSUNRLT fmihesE Pt iearhres) in s Aerceas poaly e ey Sish D esltions oh e
orders Wikindd ofebmpRiSiets fof Whidh@hRRAkdempHdavos fdw SMiSiskita Wil beigBdraal) Note
that in interfacing with an electronic trading system such as the obex

or ot her Psgxy assets wil belisseas andgedeemed ibivdlegprosy assaldatalprosesser anbyinfJosanlétens i n
the el ect i i e..examl trader u enefit from
an errbodisrgrtgh Oct\li\l%tgg hénb%}]ﬁlt%lbzait[a%gé Sn%?%e‘?ﬁcyaﬁheoaﬁ ng%lggf(nnvﬁ % 61\?511% nlsh%él%(s%sr Eeaéln at a

time, bechwuss befpaidia actiréare withithehcoauaefofmial hi n conpl ete sets. For
anot her exanple, tr delgys who have asked the trading systemto alert them
when the priceVhsd Hipglyvha s ayve said ghove abpuiposent feavaluation, assuanms dad nent

whi ch al @EdetndtidBTh hihteARRANWROTRY Rl 97 RE pRk Y GEsStss0f acQE)LIi}ﬁr\fgﬂl%O&%?ﬁgset S

within the same conpete set woul d suggest an opportunity to obtain
speci f i edameiof ellippoled seranwes arcoumts dompat given ldse yéee i1s thediafik eckime k.d2all Stiics

enbodi nent _t.o vi de_.syuch an alert reljes_on the enbodi pents which search
For comprumber Bt Rates et Brhad Griisin o stes afily e vANe BESBRE: MTIETRIRT ver y
vel | for thd@fiRe b¥ds Waththibasefch Ry s Hdhgh M divitealpr&s) Ak&s andiahber

investnents, but whose real estate investrnent is largely accounted for by
t hei r owsy¥emwell hae ditfesené shaso valuerc dhe proxgrdsychdaaprocesspy allaves freadasyahes a

person 4 . ho in Los Angel es. and.is worried, about
Doyl 88 n8VBad, HORARSA oo SRy B T Fohhs LRl 30 Bty
Yor k can Ji,Sy eBiusdiéh Hpitketofiet shas seksueiat @fmels) ik thetd 88, shavet ir@scr i bed

above, that, are shaort_in Los Angeles and |long in New York. This 23
packet, the total value of the packet must be ¥;5/S,, so that after issuance there will be Sis,,
shares and the total value after the issuance will be ¥; + Vis5/S;, It follows that the value per
share after issuance will be (V+Vs5/5,)/(Srts;) which equals V/S,, the same as it was before
the issuance. Note that, in general, the individual shares will not be issued or redeemed at

price ¥/S;, nor will the underlying cash value accounts for each share contain that amount.

12




29 COct ober 2004 creates a situation in which the investor ig @‘B%%MO/ |y
invested in the Los Angel es market only in the anmount of $2 %,(3 , and is
effectively invested in the New York market in the anmount of $200, 000. The
investor will thereby diversify risks equally between the two cities. The
person could al so invest $40,000 in each of four swaps, a New York-Los
Angel es swap phexgpcamtirmub it each-phoy s spasiishap pudxis asewtt coatains

Chi cago- Las-,Angel es..swa roxy.asset and, a Denver-Los, Angel es s pr oxy
asset . THE: HRVGLPEY g CPPutanss SEGeariomierd oeose i redidr dLRYaS i Bngel oo
real est ajuert@Bs The Q8lut 6f hca8@unHérahreROSiveh RNteinPdf someRRRAShe bf FhMebsi fi ed
across five cities. The swap proxy assets are optionally bundl ed together

and sol d 383t gr Bsome gF wdisatos andaslyinmthe proxyrasseys. aswell apinreines of i exanpl e,
if there is n%@orgﬁ%r}gt 200" nesﬁfa?eggﬁ‘ﬁrog{% ags%?shSLfchttHattﬂ?%s%\ﬁ@ f:}c@ﬁnrt city

real estate index Tor an average o hereities, erepy eéftecting a

di ver si f ifeinulmv/fes theeiotountsyen shdre equillyn 55 eThus, BalonBags theBhaaB ke aar e t he

bundl es of swaps that respond positively to a single city. Under certain

condi t i orfeMPteiesst agroadine istes dommhdeinitgns; they ean bedssusd onFrdermnsd tegetboraps t o

t he publi i : ' ?ﬁianl ' Qﬁ%ﬁ EBE’? tor the

i ndi vi duz;’i;i tﬁ?@%ﬁgﬂgg‘ /%?X;[n Ege %ﬁ%ﬁ@gﬂﬂs t cgisg‘{ultdsnflar%%c %man %%r?)er*ég |

i nvest or ddentified ires set iofi bldowImmidthee @mibodintent, 2 huesin restiateevena Seforan tdmpdetef or m
the.rel evant . ts_are%the pr oxy

relative to all of the qgthers conbi ned, SS.

asset burfd 1@éSSB‘?doté’v?é'b&iSﬂt?&?dsafslgé‘ﬁgmaﬁ““’e%{ﬁwd&‘?"?‘ys’\}’é’% ngﬁiatwpot Re ot hers.
In this cafplet&MRISHRALIS alloklatiOBt Voth WR: RGARIM G ndRitrds AAbmEN, 3 any
conplete sets would require representation of all cities. Such structures

perm t i wp@bimngtignto go long in the chosen city while requiring no one to

hedge any cit uch a. structuyre coul d he of value i.f. the denand for

nedgt ng s m s tafioh oS thuif frida Oy KePetiferity FURR TR i ¢ o
form of pepsharassBtiniepdialed 6@nére LEHABpidHY hiscBELlunBR of thd Bdlsnca i agement
has no down securities, only up securities; the up securities for a given

i ndex f uRERXYAISAP seshapscomhpesshares prd possibbrasiafeneionaiothes datenwich agntesest -
proxy as L . J . A= j t,
Cvaps | horena R Ruo SORRRRRE AP Skl ol AR Biandiin Bbonts it Yriof A 4F7,
one of eaaieodtmplee: it [Thexlstdlsgphpayditdormadoibt Beuspetifiohsd that digklehdhes t he
bal ance per shareaﬂvt er, transfer irl}qj:ash account a at time t may be given
by: bal aR@gngRisae alyays feqsible given the hglappesin the cast &?‘é’”&tSFor exanpl e, ifN=2,
then the assetheRSi§ af iApRH Feabsh ﬁ%@s@ﬁing%&‘ﬁe%@erﬁfﬁ rsﬁiu% oﬁ?%ﬁ&h BFayM th the
not he e, If N=5, th

swap proxy assets described above. For r exanp re are
five proxyat2ie valgkopeOshabavegig westhesntifesystemaispineffeaert The reasoreisrthat|

estate of, each aof the five.largest.gities of 't cauptry. te,that this
For mul a_ da¢ Py balaffesafliip RS B Bk b rcteatrrb FoBrtiiert b B Rns B ount s
af ter tr sk efvesdld thlissggUdtededhe total amount in all accounts before
transfer (but, after gayout, if any) Another account fornula defines the

bal ance i n t hdheasepunttasgneh proxy assgtrhas sexgral purposes Firstealt prozy assetholiipys | NDEX

bal anc eatrec%\l‘% di&f‘ib“icﬁls 'i)i‘op%ﬁ]ional to tNe Em‘é@ﬁt@‘%éir asset value account at the

predefined evaluation events or times, by a payout factor defined by the distribution payout
formula. In the preferred embodiment, the same payout factor is applied to all proxy assets
managed by a single proxy asset system. Second, the account balance is used by the system
to determine whether offers to buy or sell can be settled by issuance of new proxy assets or
redemption of old proxy assets. Third, the account balance is provided to customers as
information relevant to their evaluation of the proxy assets. The account balance may be
referred to as the cash value of the investment based on the value of the pool resources.
Two illustrative techniques depict the issuance and redemption of proxy assets. The

first technique involves issuing complete sets of proxy assets to brokers by conventional
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cz=1 where the weights wa, a=1,...N correspond to the relati anou

out standi ng of the various assets. (For exanple, cities wtﬁ\éméﬁeﬁgb@fe in
t hem woul d get nore weight.) A conplete set is again one of each of the N
proxy assets. Wth such a fornula, the individual proxy asset accounts
woul d never hit zero. Note that this fornmula also satisfies the addi ng-up
const r ai nindetvirdtinggnhethodsajuseasofevasHarasda coupbatiahd & idsnaheisy. SBivkérk whedugl s

the total,amount in all accounts before transfer (put, after payout, if
any). Th ethsmﬁf?_ i Wlﬁéﬁ%ﬁlqva&e @Hé%?ﬁ%ﬁmaffgths F%ﬁ&?@m@é egsiatide tes the
val ues i nclieh a¥ 8bdt My daRAbsse thE 161{1%?ﬁaﬁdaﬂg'chst&ﬁe}smghemeﬂe%tﬁeo I ssue

securities with a new base year as tinme goes on. This nu -asset pooling
proxy assempee sets tothaibrdkerse Mbreavehdrolesscanakdeein the coapletevetsarf prakyfasseed by

the linear formul a. Wth the.,foreqgoing descript.ion jn mnd ttepntion is
now di r e?%yé)d'? (f‘h%%f—lfgé’p\%e W%ﬂ?fﬁﬁer‘fﬁmg%&%&rﬁ?gﬁu 1@@5 tﬁ‘?f'a??aﬁﬁ%ge P& br oxy
asset acqgsuprictonager in the up/ down proxy asset version. In this exenplary
arrangenent, two proxy assets are created, and the two constitute a

conpl et e set. The sseandtechnique provddes for amintemyped tadingiiswaess, aridnedemptionup

proxy as i rder | in.the.s em on behal f
of inves tssg%tg&g\)f pi%}%g%%gﬁ;%%ﬁgp glgté)?’a(%rggﬁnglg%?tﬁﬁge ?%Tl‘éggtl%éﬁi.anﬁ{ﬁﬁ?%rl Y,
t he syst efequoniertiadingg sysles thas seless thaprddlee kf 8Ading bemplewserrioxiie Basketss (B) ,
al so foll ow rders Pl aced i.n the system by brokers on behal f of

i nvest or &0 |aﬂsg@ﬁf’a’ﬁﬁlla§1 ngof gxighing Shareh U iheRrOKE s EcFhares yre traded ap ther teading: s

whi ch in ks RXHR ; : o] r st
equal thesg,%s%ber of h%efﬁg@c%ﬁ%tﬂs&?ss uéeig?é'%é%redlﬁgl%sag?%(())Wﬁﬁe]ﬁiggﬁg&f%% aﬁ‘(‘)’t h

t he up armdadetvedatstonbuyemrsell proxy assots indind fatiminf either aayarketorperdfar bugtarrsell at t he
bank and then t.he i.ndividual .cash accounts credi.ted with shares of this
pool , bl oaélPéPEﬁ?)(ifﬁIB’P‘aBEﬁ%fﬁB#ngl 2 PE A Q6 BAIPY frversinsedr &t skl e ft¥s e
account s.ab8%e PEIV¢h B2V Sssibly ARG KIRIsTCRIN. TBey taRkodiRe BES stalell bRgies | Vi ng
illiquid asset has been identified or purchased by the system proprietor
and, accdringdp other exisbisg srading(systens toggy. Cntthe ease 26 birhitt orders.dt wilbseasshpenses

have been.j ) oper at t .ovide a_proxy to real estate.
The up. prokAEbEs bt I Gt B SR Bt 6504 BpP b e TRl Bt B

i ncl udi nglear ek It wilbalseaicatieibah ol sdlnetd¥rs aMshdtha wasCWhithevef\@sdt of. tied to
t hese account bal ance would grow in proportion with the index. In a

r eci pr oc ANMpHRd buy prisrsrsbeipwnd thatcorstitstes a samaletaiehof prakuasetsywdul d dr op

in valueJ - j ' o ' l.ue. This
o pract <SP RRE AL ibrafloy ¥k CaAG hiies bR AL MRS,
deposi ti riben the ordeAOgill He ¢xecuted be sppatinen aew sbinpletdwet 6hpiogy BGets ade xreditinge, as
shown at /0. A%ﬁ%’ A vvouig row and ACCT B would shrink by a |ike anobunt. As
the underth§PiRgeos @& the;sale{ainys somercopppissign) dpioHheARFORRE inanews Fig. 2

depi ct's CRftedpdhdinsQ¥he BaldRES Criich@E il BB Accdufjts2 GPREH e%fééu%fr&gﬁgan%ogf am
| ogic, the systemreceives input on adjusted account balances an

det er nmi ndeund @t Gonstiftites aynmplcte 34t of proxg epretsdatngntbinddhircenatvor balosnthe.  An

i t ed ti.Qn i d_.bet i nd the divid t f
aocr B 1 RBIIRB R ot BERACEEARRE pLEE PR, S e St CB Do RpRaE] B e
funds i nrédeemily ft@nplettnisf 6T iregy Mdbts ah@ANhEHihe ffe KadidictAmihey softest ri but i on

generation W, and thus a reduced distribution for the holders of the down
proxy as$epsnissien)dn thescash acqoupfs drjamednss eersespenrding torthe halaeces Thmerslygn dhey

ocount ey SHRE o (BERMEA, (THB| ek BoRBRNR e SOEAL iong 3R Blosaa e

a drop i meaasthaeitinfensibleltoeseccutarhk erdenbaissaanco bnd/berellompei WhdRdbvihgs i S
best acconpl shed via digital conputer utilizing a uniquely defined
control | iaﬁg effs o8 the;gystear proprgtor s abiliteto kegr pwset hakencevietshein valnesspeeitied

net wor k t RS utaD [ : -t Gl tS | :

securi ty%#ﬁ‘?gdgf‘ge%é’% ct egfa@%%@gleﬁﬁlgﬁw%megﬁ d\?\)ﬂ%rg'ét?ﬁﬁgp%%%ﬁ@%?(%%’am
hi ghl i ghtissutiive, awinedemption Yhtem is prafertbly falyy meomutedfatd cleofronich@ighrit isng

t hese assets., Th 0 t systemis of conventional_ design, having a
central ﬁpﬁ%slé‘gg@ie%@g%% Og{t]&%‘}é’“fﬁbmﬂ’ﬁ?"@do § dgneapually; EIHS%B?SS% n, bl ock
L10. _The roilflodal: s fsshits PliasscR ! Mikn: AR 8,690,048 0 KERMAUS 5 RMIre!6.
and al |l ows™ proper mani pul ati on of the underlylng paraneters in accordance
with systemlogic. The database structuje is outlined in detail in the

dat abase structure section below The logic controlling systemoperation is
stored in discrete nenory block 120. One aspect of the foregoing system

i nvol ves the input of price or inconme indices and recording price novenents
and/ or income changes necessary to inplenment changes in proxy asset
accounts. Accordingly, the systemincludes conmink, block 140, to a

ey o e o o o - T T o N 1



Anot her enbodi ment of conputer hardware on a network is sho Q'ﬁn Flg 3B.
Figure 3B is a block diagramthat illustrates a conputer sy t%b Qﬂ) n
whi ch an enbodi nent of the invention nay be inplenmented. Conputer system
900 includes a bus 902 or other comruni cati on nechani smfor comruni cating
information, and a processor 904 coupled wth bus 902 for processing

i nf or mat iautemaBahipartineg teshrsqwrs) e Gombsts of whichdesinaorpetaredrin tivsiyer®iddy bguch as a
random accgss nmenory (RAM or other dynam c storage device, coupled to bus
902 for §F%F‘?nﬁ§ information and instructions to be executed by processor
904, Main e moiédQGialy 30 bERbrOat SREwh o Al By B {ATRASE Mo A €5 or
other internediate infdormati on during execution of 1nstructions to be
execut ed Byhgngededyding yarousCombpinationsyitrasies, dg0ariagror natemiptioh.uthesich read onl y

menory ( 908 or ot her st.atic storage,device.coupled to hus 902 for
R B s T S e S e S Y g R e
devi ce 9kite ulidprosy assBet) hiofitigdsthaneictiond bk s ok ordes, BuS¢isdRsoBpd if
coupl ed to bus 902 for stori n? information ‘and instructions. Conputer
syst em 90WoPls apwdlingitopwait, o altanstes amengthessi sglpclarperiteisedr usss somesat hode r ay

t ube ( - di [ ' ' 0.3 . Louser . An.input device
o4, | norumeiBlioflop ey AR dakhTRAL R plififAig WG Slott SF wp il OBt o
comuni cdkiwsed.i nf or mati on and conmand sel ections to processor 904. Anot her

type of user input device is cursor cgntrol 916, such as a nouse,

_ a
trackbal I, or If8PEeoplemseiations ofdyatrading. dunmes; arrdempiionsystemnthe s7semat i on
and com"r% } r i novenent
on di spl ay ﬁﬁgrﬁ?tgﬁ‘? %%gteﬁﬂgﬁlg% Z)?Ea ;%ﬂgg?ﬂgmbgésxctﬁ%%ﬁeg%g%g t%%]éxﬁér%{engdom in
two axesprexydssefs amgiiaded. drades o thesyttem mey batimixd & smagcee and)reddngtionabt ows

t he device_. speci.fy. positions in a ane...The invention.is related to the
e o LRt p RECA YrREoyh BT Sngel oMl BauiioRg sy G R e amBBth RNt | ot
the i nventflan fodefa0¥nd f8te9éfulaions 808 thsBOhnaRRRBSAIRY b bxistiddsdehtigler 2004

conputer system 900 in response to processor 904 executing one or nore
sequence$XeHangefe or nore i nstructions contained in main menory 906. Such

i nstructions I; i norv. 906 fr anot her. .

conput or -1 eadabrwafit RS il AL FRIROF pit} osi BhBek ich s roppinge
sequencesfpfoxiyrnsidithbi nasbeemiedias @ buhdle Foérif fRMBdWiREBcoRRests Ab dseesy 904
to perfo_ré,lg(],tj&e@&r ocess _steps described herein. In alternative enbodi nents,
hard- wi r &epigidpaldy. Underhip apprqgsla dhe syspempelemens thedispantiingef thepraxy |sset
sof t war e ) j i t i: i; : i f the
ivent] on gies ik RSt oiIRhRE e il B dittandig Sy SORMGIRIOSOR i Ty
and sof t vasame Finbodisrents; tho myulet ewxchxle adgdel evemediot whichtetusagidnercenn anéfler s to

any nedi um t hat rticipates in providing.igstructions to_ processor 904 for
execut i ofiP® ‘E:';H’fgﬁsrli’éﬁ‘ﬁﬁ q}‘?ﬁoﬁya%_éetﬁﬁ‘ﬁ@n@ gﬁﬁ&“@ﬁ&ﬁf@i’“ﬁy _Bfu eRBOW i ted to,
non- vol atpobl IAREHs8 em¥OdifehtsCtriPRe) @wen%'?ﬁclﬁ(!@l@%ﬂil%é %?M%Mtﬁ%réi le

medi a includes, for exanple, optical or magnetic di , such as storage
devi ce 9mesets\igt sin¢d iés inectition neadhinips caltammpdércentefitheypookd aésoascesin emermeoxy y

906. Tra 1 SSi ia_includes coaxi.al,gcables, copper wire and fiber

opt oo PRt SRR TR B AR GO et AR ORys TR e S S mh Pt an
al so t akef pfisyfasde, ohangli@liBé popHetotshghéf the ¥Ry aSdétdseBor idnasdngarer at ed
during radio-wave and infra-red data comuni cations. Comon forns of

conput er SeEBIEaR e compytation R themdex on whychmeof the proxppspetdishased of kexi bl e

di sk, _-harcgmgilﬁﬁonm@&tgv%n ape, or any other magnetic nedium a CD-ROM any
ot her optical nmedium punchcards, papertape, any other physical nmediumwth
patterns of hdhesndicesibdd toalcHROMe mody dsSEERQVisetarpkddStstREM beaihy nidabare

menory chip.or carjridge, a carrier wave as described hereinafter, or any
ot her - medPUHRIFTRERGANY Ehngestyip thedrrornpsssied det. Vs dvenly srawired An SBOHOL er
readabl e jEdi i ' ' . e of one or
nor e instryc?:tt%?gﬁés(n?gegggggggggphg%ﬁﬁ?%%%gg u'?lllg{r?.l%r' %Sg}égﬁlg@% he

i nstruct iexarsplenyf indices al inyedter wauld edinbm sssetetg nespord i lothek embbdimnes are
conputer..Th enot e conputer can load the instructions into its dynamc
nenor y aﬁﬂ’egi’ﬁ{?“['he instructions over a tel ephone |ine using a nodem A
modem | ocal  t qhe piiedsRhn HXRIRY ARSIt ACRIMEsdcASs ﬁ?etdﬁal%d A P&Jrgphone
line and use an infra-red transmtter to convert the data to an infra-red
signal. An infra-red detector can receijpue the data carried in the infra-red
signal and appropriate circuitry can place the data on bus 902. Bus 902
carries the data to main nenory 906, from which processor 904 retrieves and
executes the instructions. The instructions received by main nenory 906 may
optionally be stored on storage device 910 28 29 Cctober 2004 either
before or after execution by processor 904. Conputer system 900 al so
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The received code may be executed by processor 904 as it isg@ﬁfi' veg 4
and/or stored in storage device 910, or other non-vol atile Q)Q

| at er execution. In this manner, conputer system 900 may obtain appl i cation
code in the formof a corner wave. An alternative configuration involves,

i nstead of the |50 workstation |inked by Wndows NT, an Internet web site

t hat al | dd&P) 560enddk petielDovoYates lidusirial akloet Thd indiced canhaclaysimmnconsthid stil |
be restri.c .e% to brokers, if that is the objective, by suitable password 29
29 Oct ob@PUSHBR- procedures. Table | bel ow shows an exenpl ary arrangenent of
the database flRbnd BRLMIMEN:, ﬁ?éc%&n EstBECHASS Rlused 13 &ﬁh@ghé%@ﬁf%ehﬂﬁt
records and fields that w Il ecessary for proper nmanage under this
enbodi nertacksearnings, el%dbatdmpglaqimmﬂ'ﬁméh& total mtvethaﬁ EheSnalexoduerte eShangehol der
| nf or mat i.on: %er or Clien r.ess: Proxy

Asset or Bty ﬁb@?@‘ ass?ﬂ?rﬂéeiﬂet R{\?ﬁ%@f’]@ at?f’r% P’ég%h’lrg ®& Owned in

Each*: Troafgasitd @ecks b kceiationsBPTAGE drPipptdtidioRBEIpAS corh ﬁt@&ﬁ?stt'tﬁé‘ ID
Nunber : Prg%? Asset or Bundle ID NEH)S’ Bugl)er I D Nupq g ler 1D Nunber:

Exchange,carmsigsae tadked Radenssidosl bevegen tmochprwe anﬂuﬂtﬁear?gmcmshars@@ gns ¥
| DN
& ders: QT EEEmene e Al VP o IRCPLR TG eriingl R RE o

1IOTe years.
In other embodiments, indices are defined that track earnings in different

D.U

combinations or subcombinations of corporations or other companies. For example, in one
embodiment, an index represents earnings of one or more corporations. In another
embodiment, an index represents earnings in a particular time period for a plurality of
corporations. In another embodiment, an index is used that represents price to earnings ratio
for a corporate stock. In another embodiment, an index is based on a tracking stock for a
subdivision of a company.

In one embodiment, the economic indicator is the consumer price index (CPI).
Persons of fixed income may want proxy assets that track the CPI as a hedge against
inflation. The CPI is a natural for an up/down proxy asset pair. In another embodiment, the
index is a component of the CPI, such as energy or medical costs. An industry needing
cheap energy to compete may want to hedge its position by investing in a proxy asset that
increases in value as energy prices climb. The CPI components are material for multi-asset
pooling, described below.

In another embodiment, the economic indicator is a balance of trade. Up/down proxy
assets can pit the U.S. versus the rest of the world. Multi-asset pooling can define a set of
proxy assets that track each country against the world or any pair of countries. Those
investing in currencies may need such proxy assets to hedge their currency holdings in one
Of MOTe currencies.

In another embodiment, lenders can hedge their positions with proxy assets that track
consumer credit default rates as one of the indices. Again, this can be done with up/down
proxy asset pairs or with multiple assets by country.

In another embodiment, the indices include same store sale statistics for those

- needing proxy assets that hedge their position in retail outlets.
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Proxy Asset | D Nunber or Bundle I D Number: |f Market Order: Numbers_ of
Shargs or Bundles If Limt Oder: Price and Nunbers of Shar@gbﬂ“ﬁ’é{l%&%s |
Stop Order: Price and Nunmbers of Shares or Bundles Order Date and Ti nme*:
Order Expiration Date and Tine: e.g. fill order until 1:00 pm|/5/98 Pool ed
Cash Account Infornmation: Total |nvestable Assets Held for Cash Accounts

(i n Bank) (Vt)lh aftothed enﬁl?ﬂﬂﬂhﬁéntpﬁeﬂtﬁée@ﬁn&hﬂeﬂii&@ﬁk §1§(i&\3/aid}§ érEi)?ﬁd cfcr:gn@}ést ems( S-):
Aver age Cash count Bal ance per Share in System (V~/St): npl ete Sets:
Set Nu mé@@%@gwn ety onsURYKe lemgsnissde an pp{dexp proxy@sset par, (ilsher 2004

| ndex '”ffﬁ'ﬁﬁ?fei.lﬂﬁketﬁgt ﬁs@dM&lﬁple;éﬂgﬁ &‘ss&&.eﬂléggﬁgﬁ >§&ﬁ90n Ay %{ Dat e

of Last Update: Mar scription: si ngle ones 1 n 0 Los
Angel es Pnirket may waddorbedgedbeir pasitipn with ose Bat mtreass gs theibid-hskQpeeatier | 980
| ndex Levgl *: e.g. 100.00 Cash Account Formula: Cash Account Formula 1D
Nunber: PIr6%9°%Asset Type: Swap, Up or Down, etc.: Cash Account Fornul a:

e.g., a) for upoGRebmHEERILRLs, 2t 1bAREHSNe InlBIREadR IR o) Ohsugiown Cash
Account 2 x Vt/S~, - index (index ID nunber)
embodiment uses indices associated with the income flow of a country. Examples of such

national income flows include national income, gross domestic product, proprietor’s income,
imports, exports and any other item from national income and product accounts (NIPA) of a
country. These measures can be nominal, real, in total, or per capita.

Another embodiment uses indices associated with the income flow that is a measure
of human labor. Examples of such human labor income flows include an index of
occupational incomes, such as the income of doctors or lawyers or economists, or an index
of wages or salaries or both accruing to certain classes of labor, or accruing to clusters of
labor with similar characteristics.

Other embodiments use indices associated with consumption expenditures.

Examples include an index of consumption and consumer confidence.

Still other embodiments use indices associated with other spreads, such as a spread in
different types of mortgage rates and a spread in different types of interest rates, or any
combination of these.

In short, any economic or macro-economic indicator in which investors are interested
in establishing a position can be used as an index used in defining a proxy assets set.

Example I - Up-Down Proxy Assets

Applying the above structure to a real estate example, two proxy assets are
established for each city (and associated base year) to be managed by the system: one (the up
proxy asset) for a long position in real estate in that city, and the other (the down proxy
asset) for a short, or reciprocal position, in the city. We shall suppose that when the proxy
assets for this base year were first issued in that base year, the home price index was scaled
so that the index equaled 100 then, and the initial Accounts for both the up proxy asset and
the down proxy assets originally contained $100. The account formula for the up proxy asset
at quarterly intervals after that is just the price index:

Up Cash Account Balance Per Share End of Quarter = Home Price Index.

The cash account formula for the down proxy asset cash account balance per share, that
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c) for swap Cash Account Vt/S~, + 2 x (A Index - B Index) (i,pdex.lD
nzmbers) Dlpvi dend Payout Fornul a: Dividend Payout Formul a |%8%I}H]?§F_2095r oxy
Asset Type: Swap, Up or Down, etc.: Dividend Payout Dates*: Dividend Payout
Formul a: e.g., dividend paid per share = 0.02 x (Cash Account bal ance)
Proxy Asset Bal ance Change Information: Proxy Asset Cash Bal ance Change
For mul a |deteriRirex jts Asshetccdudt belaterat tilmeddx | D Nunber *: Cash Account Fornul a

I D Nunber: Cash-Balance Change Frequency: e.g, quarterly Next Cash Bal ance
Change Date: Histo %C@s&g%ﬁ?%ﬁ%@%%ﬁélé@?@ﬁé’?@“?ﬁ%ﬂ_ Cash Bal ance
Change m Number H olorbGRho{AnipREhaR #e: SR0foMRIMce i 011 cal Cash

Bal ance Before Change Anount*: Hi storica as al ance ange Anount *:

Hi. st or i cdln ©eshoBht antemititeshoBmabgee, Ahoumproxy Bisexyccdms dulahed itnhd ¢rdrsf Pr oxy
Asset | D Nunber: Prgxy Asset Type: Swap,. Up . or wn: Initial Cash per
Share: e QTETGEED homeratics ;&ﬁe_ng;; tUmgrtufardpd s dopgoigory FseimesiNereBwst of
Shar es  Otjaghadetuats 275/s97). T RO WEGARE a6RaRis ARSI caBRGARES (@ RsuR RIS
e.g. $100 Di vi%ﬂend g?gglﬁ)ency:s Next Divi ggﬁ? Dlie: e. g.ea?ghuary 1%{811%9@% Cash
Account Rbtheiend of Erdigvbder. thast accq@t foomukes rroddfid. Thas mth@mdexis Fdrinul a | D
Nunber :

the base year and is now 120, (reflecting an increase in real cstate prices since the base year),
then the underlying account for each up asset share has $120 in it. The account balance for
one share of the down asset is just the combined investment value of the balances in a pair of
up and down assets in that city minus the index. The combined investment value in the up
and down accounts was $200 for two shares on the base date, when the index was 100 by
definition. Today it is the accumulated investment value (in the money market fund where
the resource pool is invested) since the base date, after paying out dividends according to the
distribution payout formula. Thus, for example, if the combined value in the up and the
down cash accounts per share is now $205, then when the index is at 120, the up share is
$120 and the down account has $85 corresponding to each down asset share.

To support issuance-redemption and trade execution, the proxy asset data processor
searches over the buy and sell orders to find a complete set whose total prices exceed the
total value of a set. Since a complete set consists of one up proxy asset share and one down
proxy asset share, then whenever an offer to buy an up proxy asset share at price P; and a
down proxy asset share at price P, are found such that P;+P, > 2V/S; both orders are
executed, One new share is issued for each proxy asset and the resources pool is incremented
by 2¥/S;. From the proceeds of the combined sale the proxy asset data processor allocates
an amount equal to the value corresponding to one up share to the up account, and an amount
equal to the value corresponding to one down share to the down account. Thus, after this
issuance of new shares, each share has the same account balance as before, and there are
now more shares outstanding, When offers to sell the shares are found at prices such that
P+Py<V)/S,, then the shares are redeemed. When shares are redeemed, the number of shares
is decreased, the resources pool is decreased by ¥/S, times the number of redeemed shares,
and an amount is deducted from each proxy asset account in proportion to the amounts
already in these accounts.

Trades occur when an offer to buy one up proxy asset share at price P; and an offer
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Next Cash Bal ance Change Due: e.g. January 10, 1998 Cash Ac nt Nu%)

Next |nterest Deposit Due: |ssuance |D*: Redenption ID*: Pr ;‘bc}%b% %undle
Definition: Proxy Asset Bundle ID: Proxy Asset |D Numbers*: Nunber of
Shares of Each Proxy Asset in Bundle*: |ssuance Hi story: Proxy Asset or
Bundl e I D Nunber: Conplete Set |ID Nunber: Issuance |ID Nunber: |ssuance

Dat e: Nurtbeell aife ph@oesp asskissharmrut grideBuire fpaid bSthE proxiRaskenidta proctdsst @ y:

Proxy Asset or Bundle ff~ Nunmber: Conplete Set |ID Nunber: Redenption ID
Nunber :  Fedidnplr dhepiheordeuingrscuisd %ﬂwsuamﬁwmomy hesellmigane:

*May b
cormand (g efticE THeShite SRS ptofrels oRiy B S Qo RERY BPuth e BovE P oxy
assets, leganigfes, mmlyaueemlpmd,yfoﬁﬂmeﬁramerpwpceesr @il hhe dymibissichichg gekfos theng

proxy asse y debundllng exi sting proxy asset bundles, or by
combi ni ngsafé’ﬁﬁ’é‘?% g’ﬁpr Vacring s th e?ﬁgaiiﬁcond is to transfer bal ances

The third e toegat o iRvar ol KECH,S il SRR R OB DRBIES ch

case, thegranityi cal control ling data nust be stored in the properly

configured dat abas of these three functions is inportant, as
success in risk ma ‘l‘ﬂ%’ @lf{ﬁréé‘(WFFWWﬂAtcﬁ%mﬁﬁﬁ?%lﬁﬂrP)ate ri sk

categori es; such cqu&gweeaad%aﬁn&bgqgas&uﬁaélésbamh'ug%ceon Ahofxam! e

i nvestor denmand for Xy assets In real estate may su ift to a
smal | confi gurati orvabk indieghbactomtts t hat ni ght be represent ed by a

conbi nation of zip-code o ensus-.t real estate price indices. The
systemis designed to all @W%‘WB“@H%@%%W ®of new proxy assets as

automatically as possibl-g, ycénbihgd ARfbubPRY RS FRHH oKt if hBuiA LA
proprietor operating the proxy asset data processor even possibly by
br oker clacenmgistgreatedhaethe combinkd vB8lRe 29 Cct ober 2004
where r is a payout rate defined by the proxy asset system rules. In one version, the payout
rate r is a fixed number such as 2% per annum, corresponding to an estimate of the
long-term real interest rate on money market accounts. (It must of course be less than 100%
so that the dividend payout is always feasible, but presumably it will be much less.
Preferably, it is less than the actual growth of the resources pool.) In another version, the
rates r are predetermined to be a given number for the up asset and a different number, e.g., a
smaller number or zero, for the down asset.

The down proxy asset's cash account could have a negative value in it, in which case
no dividend will be paid to its shareholders. In this case, the up proxy asset's cash account
would have more than the total cash in the two accounts, in which case the dividend paid for
the up proxy asset per share would just be the payout rate, 7, times the total cash in the two
accounts per share. The investor holding the down asset will receive no payout in this case.
The market price of the down proxy asset may still be positive, since there is always the
possibility that the index will drop enough to bring its balance to a positive number again.

Note that in this embodiment the market price of the up proxy asset will tend to the
index, so long as the index does not differ too far from 100. In this case, investing in the up
‘proxy asset will be a proxy for investing in the real estate itself. So long as the unobserved
dividends (in the form of housing services) on the actual real estate are approximated by the
distribution payout formula payout rate, then the owner of the proxy asset will be receiving

the same dividends as would be received by investing in the real estate itself. So long as the
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cost of creating new proxy assets is made very |low, then many nore such
proxy assets should be created. The first function is acconﬁgi%t@’&r?ﬁo“
accordance with the logic flow chart depicted in Figure 4. Logic
conceptual |y begins at start block 200 and continues to bl ock 210 wherein
the proxy asset under consideration AST(l) is entered by the system user.
By AST(I)progy aearprict stayd ¢l6sd t6ahe Mitdedhdexetsafielreal cstadethih idvie@ithgah tHefRoxy
geographical area, identifjcation of real estate price index, base year,
cash accdstt Wildalsntend tapepdyre essentiplly dyorameregpitel | ggins ape kassqgpe irveing inf j nd i t
difficult e h : -Arovi
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al ready defi nefhe downr6%9asd&SAillDe¥tBmaly st @D %n%oanfs%Ehiﬁgﬁﬁhéﬂ 8the NEW
bundl es of existing proxXy assets, conpofnents of existing proxy asSet

bundl es, risks bftheimmipiestmanbivsthein ewadiomel As anwelhkodved, nnamy redeatdecHas: intréad

system searches.over the existin ro set the possibilities for new
p%loxy as seé{ageblﬂ?féfﬁté s W‘é‘ﬁ‘%ﬂ?&%ﬁfﬁégeﬁ%aﬁ é‘%‘ﬁtéf 1 i\‘?gﬁ’? SHEli st i ng
proxy as &ﬁbisﬁﬁﬁﬂ'a%nﬁe@wﬁéﬁ@?ﬁypz{rh@flﬁbéf R i es@hdn€Sin Qf dowiSrBk Packerdos@es t hat
may be thus generated. The display includes information about the cash

account Ay a¥iH shenrffectivaly Bedgs thedmentvifes indefinitely againy sudt prisgdisk. Because
consi der af | i ) i ion, or._di.Vvisio f. proxy-.asset,s with
a slight ﬁf;é%@%@ﬁta?%g%%s Sgll%rﬁgerl %ﬁ@é Eo%rtnc odsleS eélsﬁi u‘bnrsﬁle’fsgooﬁ hléPSp?as g’g SOPplF oxy
asset. |ftotdbéhisiser signals that the entered proxy asset is not sufficiently

new, if one of the possjibilities put forward by the data processor is

sati sfactory, 1§gveen vl predds eontingeys infigmatien gheut theibslangg)inthe agcquntar e

pul | ed frgm évhﬁreﬂﬁia&@?éﬁixﬁ/gémfsﬁﬁe Akt ﬁ%ﬁeﬁé&%ﬂﬁts%&é”ﬁécl%ﬁsﬁ s@the RlaPXbe@SSet
bundles, with logic shifted to a separate subrouti ne. positive response
to test 22be podetiresurtesgTheyt willdlacknaRbhatifeertdin ptddefipal dremstancasfpetthia new
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former, the system branches to bl ock . |If the latter, the system
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of the ungder| yi ash _accounts.and .associ ated conputer files and displ ays
formng Bﬁeél lf‘%ﬁﬁ%?&%ﬁpqrg}m#ﬁéﬁﬁﬁfgﬂmfa&ﬁ?ﬁ' asset pair is acconplished by
the | ogic conthebmeé enBBMefentMenitinl @%@x%ssg@%@wr Relliviud Ay dodes BEK

1400, logic first enables the entry of the pending proxy asset pair, AST
PAR(1) bleyekcensuptracts ghesghy faeHitatiag keryieeurhisrhedging forsndivideal mmesoprgssset pair

- L ogi ' | ock 0 i
ot coont 44RSin gt BEHS LI bANS 3 BhREK i WAL Skl Bl
pai r. Thefethdwinessedinyiadivitkal fieplokpageisal backbone of the proxy assets.

| mpl enentation is made at bl ocks 1450- 1460 setting up the two correspondi ng
accounts ACCTA(n and ACCTB(| Example Hi-i oypmPromsdspe entry of custom account

pre- sl sct ed dersort UM s B e SR s ST BB e

system i ncludes a conmuni cation |ink bejween various participants and
governing institutions. A book w ndow is created, block 1500, for traders
on the trading system indicating, the initial defined cash account

bal ances per share for both proxy assets in the pair, even though no shares
yet exist. Orders may now be placed by custoners that will appear on the
book wi ndow. To create the first proxy asset share, since no shares yet
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i nputs and sel ective calculation of a nunber of distinct vari blﬂilg %o al | ow
operation of the proxy asset. In Figure 6, several of thesezgg)éf; T e and
routi ne procedures are depicted as exanpl es of system processing,

recogni zing that many other variables are tracked in |ike fashion.
Beginning with bl ock 1600, logic in Figure 6 first pulls the current date,
dat e(J), swag peoityesssetd. Mhvston Wishing tP50EESE of etk id Gkt owhhéitycdahb@ptn pr oxy
asset pair file is recalled, hlock 1620 read, whjch includes the current
asset balasift that isshart aythes owngiyaad dongdn seare piher pisy. Wk suchinesebe they granadat e
i s conpar, . i n
cvent ot poaei gl TR L Uit GEHEY AR ity by bR het ButdieC |
test 163Qan diviemsiflyshdiheahastathexgpiosuatemsaciden@erzamalhpdgihg). dpisting thent s.

Accor di ngelg(@ylro iﬁ.conti nues to bl Clk 1gﬁ,0 and the sdys,te recalls the
current i S ithir PBp ofthan beg kst Roailio MEaermy: defice FSSTBAext, the
counter \afdsfpd fedot SRckSeddieinG¥A |e&%1t?]3 gépsie HitUse JRPG ng%ﬁa ek @ﬁb@ﬁﬁ Yfe L1 M

periods. Continuing with Figure 6, system appl 1 es the cas

account - fregipm| With beteen-ddywiwpp proxyasets, thivkiod of héipng ofme'mgisk med bal ance per
share equal t.he conbined bal anc share in the two,accounts. before the
tranet or tertiEea TRt AR BaE avBdhe SabRARncehy Ml s IR R Thor oxy
asset, Dblcixids. BOERg thepdithskdl &s WAl MIYats PHarSRIEA chtdfelin @fRherlcty bhe sdlRgEX
Note that the c_or%%i ned )g’galances of 'the two accounts is unchang}:]’ed by this

t ransf er SXBSUIHA afirgh@tver i s al ways feasible, even though the down proxy
asset cash ac Iﬂﬁpgg egat.l e, fo i ng..cal cyl ati ons
are applied tgp\?g}bg%ﬁa e tﬁ{eﬁa%f)pr%{ér Q}e%ﬁgﬁf%%g”ﬁaﬁ Egc\l/eé?dﬁagrg og%%frég aﬁgr each
proxy asshdre pall be otis swap firbey aliset for atchisach pay Fot theGRtpiia.thd decbhdsrnhfaZ 0, t he
system qt%er' es ether the b Ianﬁe in the down proxy asset is negative. I|f
not, the %@Féﬁ%"%@é@%s BEkEVABPOXRAFULHO, where each account is
given a dividend atad-bentiecPR Shard for §%ant ystem branches to

bl ock 1700, where the up pro>(<:y asseatr fosf gvea ilﬁg}’%gﬁ;lzi dend equal to DR(n
times the conbi ned Axsrages\denunitNalyeRerSheun? YInderd hilogk 1710, where the

down proxy.asset..js given a dividend of 0. These values are then stored in
t he mai n%g?%{éggjé{,hlﬁ%(Q)gwﬁl?prtﬁ’l’%@f(se[l]‘?afg,ac%?ﬁat U2# re process repeated for
the next proxy asseicchiis@aldRePECIRR fRXSwapPre&AEALdeng i ndex variable I,

bl ock 1730. As previously described, this enbodi nent of the system i ncl udes
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system i i \ i i i
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asset sndPLREd %@PEI@EWP% o the @it oF iy S dBarbeet f dretaieipn e
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acconplished by the logic and control commands detailed in Figs. 7 and 8.
Fi gure 7 divessifymgiaskor oxy asset order processor. Beginning at start bl ock

400 in Fig. 7,nthe or entry suhroutine |s detailed. Orders are. received
2t bl ock. 410" It pRY SEpRE iy cibE sl B he pirpo R aterg iy bioh 5

I nternet thdtal paiek 8fimvestnts WnSishire @ /AR KRS in0F,ded SoripiBte3b¥. RIthShde, He
specific nunber of a specific proxy asset at any price) or limt orders (to
buy a sp&arpsecthe sipedividend rgds gs wesdefinedtin e nevions exappte of up/dawcerosy t o
sell a's i f t v rtail { . b1 ds
and of f opgety e WS hoHostbR B 18 Bl Tonicaf OBy Rtk Rel A ShubbEl,
and sel | achateris ;jai shasé /& Candai shledf ki grdRy assBtsaTED déth greQidiss of assetsf Biweeach

pr oxy asseé in whaf is.essentially equivalent to a book wi ndow in the
tradi ng S§pehsuch altgrativeRoamlsie sts, theneye mey wish Wradierthedistrbutipadayoitndow

ith th i j g ' t th
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reference to Fig. 8, the proxy asset trading, issuance and redenption
system begins at bl ock 500. In a subroutine beginning at bl ock 510, the
pendi ng order lists corresponding to each proxy asset are individually
accessed and searched. At block 520, if a buy order for a proxy asset is
mat ched with an identical sell order for that proxy asset, those shares are
traded at bl ock 530 wi thout the issuance or redenption of any additi onal
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The execution of the buy and sell orders nmay al so be connec t
procedures whereby trade is suspended in unusual nmarket si tégﬁ"@%gfz%i nto
the circuit breakers of organi zed exchanges. The execution of the buy and
sell orders nmay be limted to certain classes of custoners, such as

regi stered broker dealers. The execution of the buy and sell orders may

al so be gapingab dividendaThadivRienddisry tielrtrasiahesyap proxylasdess dtfllaen @ithexi sting
exchanges, to check faor attenpts at nmarket manipul ation or other illegal
trading PEEUEFUEE times fifqonpined balangesat i onal bl ock di agram depi cting t he
proxy asset byngdl|€1 TRAGIS 1l i ' : y
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bundl ed t.oget hgr as sho and the bundle i.s,sqld to th blic. Since the
account s 1 Gt B AndgrSentr ianigrany e Coaiied Batha DT SebFRaracq Ak
account fradiisas. megmfdt det, fgbttm,qglaea%ﬁﬁyéatémsa&ﬁ%th%{}ﬁaﬂg 98¢ tifigdlandoeop! e

wi |l havée sonme idea of the effects of taking this proxy asset bundl e apart

at a | at dircelawan PIKEPAESA. t hat t he proxy asset bundl e nay be deconposed

| ater may faciditate i marketing tq.the public tqday., .,Table 2 bel ow shows
an out! e of RGP SR e sk RosBEdre Gavdiepa ailulpnier o6

Cct ober  206ledcaty didngarchesahe dag ko adBortublis tPRhR, Sid¥an, A allultiddme0l the
basic steps that this data processor nust handle, on a continuing or daily

basis, afdPIOY astelspa Pracsss mEeh maw<omplistted fap weg the jase with thajrddawibpoxy
Table 11 ' i d b
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Recor d DalipHinaper shatd, supposd thet thFdeddodk wafiddwidexthReading didphigtserekinhreraest
Paynment &éun daily) For Each Proxy Asset: |s Interest Deposit Due Today? I|f
Yes: Adj d8t"®€urrent Cash Balance with Interest Payment Fill in Next
| nterest Deposit Due Pay Dividends (run daily) For Each Proxy Asset:

I nter _es_thegogogtoﬁ;@hjé TRddykoh lYles: Di vi plgnddPayrren_t Dtée goda;(;_? I f Yes:
e ont Conn B TOITHARY ST BePLY, To0 el ‘e °Y
5

Current Cash Acguat BafanceFill in Ngx f
11014 50 11016 50
11013 50 11018 100

1999/03/02 10:53

Chicago/Seattle Base 19980101

Bid Quantity Offer Quantity
8593 50 : 8594 50
1999/03/02 10:53
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Update Indices (run daily) For each Index Date for an | ndex date? |f Yes:
Rgcei ve | ndex UE)date Into I ndex Record Update Cash Account %gﬁ)ﬁﬁ)é’é%z% ng
Cash Account Fornulas (run daily) Index, Interest and Di vi dend Update
Performed Al ready for Today? If Yes For each Proxy Asset: Look up Cash

Bal ance Change Fornul a and Necessary |ndices Cal cul ate Cash Account

Bal ances Change |s Transfer Between Accounts due today? If Yes: Make
Transf ers Anmongsé&asdiBoisOBRS 988gmyidi ng to Cash Account Fornul a Defi ne New

Swap Proxy Assepid run ngphifidyy) Sel ectohige Two | ndigggk® be used, Rescale

to 100 on Base Pajse Selggt Fornula Ty ikl | in BasgyDat'e and Initial Cash
Per Share Fill 1 n Cash Account Fornmul a igl i n D vigdend Payout Fornmula Make
Li st of all Conplete Sets Define New, ng wn Proxy set Pair (run

: cale to 1 on Base Date 38 29

gtmcj)glalr y)ZOgéell ggi%q[gwﬂ(ﬁﬁg '(I)'ygg gzreclbot h Up and Down Proxy Asset:
The proxy asset system and processor would discover that a bid for 50 Boston-Chicago
shares at $110.15 matches with the offer to sell 50 Boston-Chicago shares, and so this trade
would automatically be executed. Thus the match shown on the hypothetical window above
would not persist for more than an instant. To execute these orders, there is no need for
issuance or redemption. The computer will also discover that there is a bid for Boston-
Chicago for another 50 shares at $110.15, a bid for 50 Chicago-Seattle shares at $85.93, and
a bid for 50 Seattle-Boston shares for $120.42. It will discover that the sum of these prices is
$316.50, or three times the average cash account value per share (3 ¥/S;), and so it
automatically fills these orders by issuing the new proxy assets and allocating the proceeds
from the sale into the respective cash accounts in proportion to amounts already there. Once
again, these orders would not persist on the book window for more than an instant.

Note that in interfacing with an electronic trading system, such as the Globex or other
system, embodiments of the invention include some modifications in the electronic trading
system. For one example, traders would benefit from an embodiment which maintains more
than one book window on the screen at a time, because of the interaction of orders within
complete sets. For another example, traders who have asked the trading system to alert them
when the price has hit a specific level, also benefit from an embodiment which alerts them in
case any combination of orders for other proxy assets within the same compete set would
suggest an opportunity to obtain the specified price by issuance or redemption at the
specified price. This embodiment to provide such an alert relies on the embodiments which
search for complete sets among the orders.

These swap proxy assets will work very well for those investors who already hold
both real estate and other investments, but whose real estate investment is largely accounted
for by their own homes, which are too concentrated in each city. For example, a person who
owns a $400,000 home in Los Angeles and is worried about possible poor performance of
real estate in Los Angeles relative to New York can invest $100,000 in proxy asset shares

like those just described above, that are short in Los Angeles and long in New York. This
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Fill in Base Date and Initial Cash Per Share (sarre for bot h) Cash
Account Fornmula Fill in Dividend Payout Formula Make Li st of29 %O@B%B@%te
Sets 2. Functions Ordered by Brokers Process Buy O Sell Oders (run when
an order cones in) (If for a Bundle, treat each Proxy Asset in Bundle as
shown bel ow) Receive Transaction Request and Enter into Database Di spl ay
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Conpl et e ppety 5@&%@ a"fbén'veﬂ—ﬂoé M%aﬁ ShORsde’ TRE ﬁwleﬂ&e\%ﬂ%e@ﬁf vaglsSIf§| I

in Histori caI Cash Bal ance Changes Record Updat e Nunber of Shares and
Current deshapakelngve Los Sngoles realsstateRusisiod t b real e@itegosition St Is equathoxy

Asset Se ete.Sets anong Offers If Total Ofer Prices in Set <_
Tot al ac{]‘g%étggﬁan%g%%vec é%s Then:

The swap proxy assets are optionally bundled together and sold only as a group

(called here a proxy asset bundle). For example, if there is much demand among residents of
each city to swap their city real estate index for an average of all other cities, thereby
effecting a diversified investment, then the only assets that need be marketed are the bundles
of swaps that respond positively to a single city. Under certain conditions, these proxy asset
bundles will provide the underlying swaps to the public which then may be disassembled
later if demand appears for the individual components of the bundles.

If there is much demand among investors to invest in how well each city's real estate
index will perform relative to all of the others combined, the relevant assets are the proxy
asset bundles of swap proxy assets of each city versus all of the others. In this case, complete
sets with only two elements would not exist; complete sets would require representation of
all cities. Such structures permit investors to go long in the chosen city while requiring no
one to hedge any city. Such a structure could be of value if the demand for hedging is
minimal.

Example III - Multi-Asset Pooling Proxy Assets
A third form of proxy asset is labeled here as multi-asset pools. This arrangement has
' no down securities, only up securities; the up securities for a given index function also as
down securities for the others together. Here, N proxy assets, each, corresponding to an
index I, a=1,...,N, at time ¢, swaps the one index against the remaining N-1 indices. A
complete set is one of each of the N proxy assets. The account function that defines the

balance per share after transfer in cash account a at time ¢ may be given by:

balance, = V,/S,,+1, - > I, (N ~1) a=1,....N

aFEE

For example, if N=2, then the assets are analogous to swaps between pairs of assets, as with

the swap proxy assets described above. For another example, if N=>5, there are five proxy
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Redeem Exi sting Shares Create Transaction Records Create Conpl ete Set
Record Fill in Redenption Records Update |Investor Records FP 0ctgbst 2904 al
Cash Bal ance Changes Record Update Number of Shares and Current Cash
Bal ance in Proxy Asset Record Provide Information for Electronic Trading
System Order Processing and Confirmation Provide Information for Book

W ndow f aissety, d6h sx@mplel esfoPiives e sfasaRasest the fike iwast Stiéodr th efunky: €. .,
has been reached either by a

alert tr%\g‘grs en_a sloeci_fied price level h
“trade i n XUphet thipfosmylasadsies e addingrupjeansirping the torabvatpe ofwll acomts eftdier
i o l. ; ' . t
(ot ot imstetd il i BrcBEP O A48 a0l bR R T SR Bt 0 ook

W ndow) \ngw. Conposition of Bundles View Proxy Asset Base Date |ndices
used Cash Account, Bal ance_per. Share Starting Cash Account Bal ance per Share
Cash Account B%‘}Oéli‘F&é‘c‘iﬂliah@émFi’%‘{;gP\? fgﬁgﬂ@%nﬁ%hﬁcqq%&w&“%‘ﬁl%@:count
For mul a QouniifeRthrRRyput Formul a Al t hough the invention has been described
in detail for the purpose of illustration, it is to be understood that such
detail is solely for that purpose andvw WaDBAr i ati ons can be made therein

by those skilled in trie:lca’rceae/\# bﬂ} i-rglir om the.spirit and scope of
the invention. |Indeed, sone varfati o ma)gvsﬁbe d to be nade to satisfy
requi renents of regulators, tax auth r it 8% i sting exchanges, brokers

and underwriters, requirenents that“n:eﬂy vary through tinme and across
countri esyhere the weights w,, a=1,...N correspond to the relative amounts outstanding of the various

assets. (For example, cities with more people in them would get more weight.) A complete
set is again one of each of the N proxy assets. With such a formula, the individual proxy
asset accounts would never hit zero. Note that this formula also satisfies the adding-up
constraint; the total value of all accounts after transfers still equals the total amount in all
accounts before transfer (but, after payout, if any). The amounts in the various accounts
would always correspond to the values in the various indices. Thus, there will be less of a
need to issue securities with a new base year as time goes on. This multi-asset pooling proxy
asset security will tend to be less volatile than the one defined by the linear formula.

With the foregoing description in mind, attention is now directed to Fig. 2 providing
a schematic block diagram of the proxy asset account manager in the up/down proxy asset
version. In this exemplary arrangement, two proxy assets are created, and the two constitute
a complete set.

In particular, the system proprietor issues shares of up proxy asset (A) (block 10),
following orders placed in the system on behalf of investors by conventional brokerage
arrangements (block 40). Similarly, the system proprietor also issues, at block 20, the down
proxy assets (B), also following orders placed in the system by brokers on behalf of
investors. Importantly, the shares must be issued only in complete sets, which in this
example means that the number of A proxy assets issued must equal the number of B proxy
assets issued. Receipts from the sale of both the up and the down securities are pooled by the
system proprietor in the bank and then the individual cash accounts credited with shares of
this pool, block 30, in proportions to the amounts per share already in these accounts.

As provided above, it can be recognized that no actual underlying illiquid asset has
been identified or purchased by the system proprietor and, accordingly, no substantial |
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40 29 Cctober 2004 CLAIMS 1 1. A nethod for providing a prox sset set
of two or nore proxy assets that responds to 2 a set of onezgﬁ%ﬁgF%2004

i ndi ces, each proxy asset of the proxy assets set having a proxy asset 3
account value and a number of proxy asset shares representing equal clains
on the proxy 4 asset account value, the proxy asset set having a total

nunber  oftranbation egiinads Hade Beiliit @l The Shfent Higerateddgiiodlie PpXY tdfdPt shares
in the proxg%gsets set and havi n%; a proxy assets set 6 account val ue equal

to a sum%SPk: TaF PP PHEY FPvisAramasieiedotidup et defdnng paremstepy irlydiag adink teet, 7
the nmethod LonRbes ili@x {'lﬁd fhe A& AGCP Ao ﬁﬁ?@%ccglglﬁ%gﬁﬁcevﬁbﬂﬁ g,i%v& H} ﬁg

predeterm ned account fornula 9 responsi’ve to at e one correspon
i ndex of préopreat with flenedex. Imwreeigrcal ndinn@sthe HdwB.praonsietaicashrgedune pr oxy
assets set.account, val ue‘gﬁi‘é‘{a val ue. of a resources pool; 12 and 13

r eeval uattRgcs waulddson, in PEQBORHON (o, Ay ICEGR el estatemdge xain s nul a

14 upon Q§ﬁ1‘i&ﬁ&ﬂ9@rlnﬁfenﬁlﬁfeﬁ S\ ahe B aBruRl dHpRAT o AfCE@F B%ﬁg%ggﬂsﬂ ieyents. 1

2. The nethod of "claiml|, farther conprising: 2 initia st gning the

t ot al nurieeT g¥ inglemespontencg vath tho thangunesindexsyalwm ahshiomnas 76r AGCTtaevoBldset  of

i nvestors i | east, O i nvest or account, ,each .i nvest or , account
havi ng arf ‘g‘%gﬁgg‘gﬁéﬁﬁﬂ%@%ﬁ”%?keﬁnwgﬁ the upder ' CXleFaQ?RE 0g(r)oxy
asset of HoliegBwekdhdreadtonSEig: 2 Sefbd chitalibivakd both Ageénon8g from each

i nvestor for each investor account a contribution to the 7 resources pool

in an amount dyaggordageawithstaed pogranhlegicnthesysiem secsbisn inputpbediuged pr oxy
assfte 8 ShaaPbARte@nd @étéﬂnﬂllesvaa&iyﬁeﬂg f)ay%le%,%}/co%se%[%nd %Ctglfh% né§ lbgﬁnge(? r

sha An inverted relation is found between the index and the dividend stream of ACCT B, linked
to the down securities. As real estate markets appreciate, funds in ACCT B are transferred
out, leaving less capital for distribution generation W', and thus a reduced distribution for the
holders of the down proxy assets B even as the pooled resources grow in value, These proxy
assets, however, should remain in demand at some price, because of the account value, and
because of their usefulness as a hedging vehicle against a drop in real estate values.

Implementation of the foregoing features is best accomplished via digital computer
utilizing a uniquely defined controlling logic, wherein the computer system includes an
integrated network between and among the various participants in the proxy asset security.
This is depicted generally in Fig. 3A, wherein a block diagram highlights the components of
a computer system useful for implementing these assets. The computer system is of |
conventional design, having a central processor (CPU) block 100 linked to a main database,
DB(I), block 110. The main database includes archival data on the various securities, and
allows proper manipulation of the underlying parameters in accordance with system logic.
The database structure is outlined in detail in the database structure section below. The logic
controlling system operation is stored in discrete memory block 120.

One aspect of the foregoing system involves the input of price or income indices and
recording price movements and/or income changes necessary to implement changes in proxy
asset accounts. Accordingly, the system includes commlink, block 140, to a network for
proper controlled communication to various institutions and investors involved in the proxy
asset. These participants have separate workstations, block 150, located at remote locations,

but in communication with the system. It is expected that the bank, the index provider(s)and
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| 3. The nethod of claim1, further conprising for a particular proxy asset
of the proxy 2 assets set, publishing an updated particul ar 28@?@’"’5% 4
account val ue per share substantially 3 equal to a quotient of a

reeval uated proxy asset account value of the particular proxy asset 4

di vided by the nunber of proxy asset shares of the particular proxy asset.

1 4. The ihebhbdrstlandliy thades wiheidiiidualdWsivadt és%sﬁﬁ?‘ﬂ?é Hadsting irkbABuals
substantially all value 2 lost fromthe proxy asset account val ue of one

proxy asdBemiedves; wiheach commugicglepvitishetsysiemponrielrr. 29 Cct ober 2004 3
value of one ofyJRREI PABShRORNAASARIRA A ndi B RUGHY ARSALS 156 as e 5. The
nmet hod of claiml, salrd reevaluating conprising: ecerving set of one
or nore upodaissidg poeleds uddquete ia erme sPartiony ateouhBep&atids of unieing ind3xedr e

i ndi ces at ,an tEgdat time of a curd;rﬁn_t event of the plurality 8f_ .

pr edet er n{ahsS tBY BRMBer of DrvyeAststhepdtheln prraeciiye vash asceymt formulasand dividendool  at

th dat Mig; ™ i . ..y al f
e updat@ybitPBmmAh and SRIcF el edhtidH ﬁe?fég%ﬁﬁﬁ%.g&igﬁdgﬂﬁ Anet rl@ﬂ“}‘\fﬁg\%tﬁ(ﬁ‘ ue tor

each proxy asset using the 6 accou r e update al ue of the
r esour ceswipdows NT dperafing syst¢rh ovlexpected &i givs accepiabllerpesfomhanat.i Grgclebesedt ur t her

conprising; .2 calculating.a ut anount fromthe resgurces pool according
Lo & predBtaAr atnes Aoy Sur b Arealnt saverass 4 repeyians e crpelipejapie o
the resoujsees1anp@igeind thBpP@S tat s YN thD ePer RS ThékeReiealdnvatl b gett he
updat ed proxy_ asset account value. 1 7. The nethod of claim®6, further

conpri si rigeqsdisigite memeg, welbknawpeonyvertiong in thesrifwarssetymupity. parti cul ar payout
e et SRRk B AR P8 PR AT s . PR 2
further ridpatdockediagram that illustrates a computer system 900 upon which an embodiment of
the invention may be implemented. Computer system 900 includes a bus 902 or other
communication mechanism for communicating information, and a processor 904 coupled
with bus 902 for processing information. Computer system 900 also includes a main
memory 906, such as a random access memory (RAM) or other dynamic storage device,
coupled to bus 902 for storing information and instructions to be executed by processor 904.
Main memory 906 also may be used for storing temporary variables or other intermediate
information during execution of instructions to be executed by processor 904. Computer
system 900 further includes a read only memory (ROM) 908 or other static storage device
coupled to bus 902 for storing static information and instructions for processor 904. A
storage device 910, such as a magnetic disk or optical disk, is provided and coupled to bus
902 for storing information and instructions.

Computer system 900 is coupled via bus 902 to a display 912, such as a cathode ray
tube (CRT), for displaying information to a computer user. An input device 914, including
alphanumeric and other keys, is coupled to bus 902 for communicating information and
command selections to processor 904. Another type of user input device is cursor control
916, such as a mouse, a trackball, or cursor direction keys for communicating direction
information and command selections to processor 904 and for controlling cursor movement
on display 912. This input device typically has two degrees of freedom in two axes, a first
axis (e.g., x) and a second axis {e.g., ¥), that allows the device to specify positions in a plane.

The invention is related to the use of computer system 900 for proxy assets.

According to one embodiment of the invention, proxy assets are defined and managed by
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2 to the proxy asset account value of the particular proxy asset and the
proxy assets set account 3 value. 1 9. The nethod of claim 79 Qethee 2004 ne
particul ar payout per share is further responsive 2 to a change in proxy
asset account value of the particular proxy asset froma preceding value 3
of the proxy asset account value at a preceding event of the plurality of

predet er riofighltet sRNENDE0 id rdsBonstRE pFRERBHOES exeb@in® ohe RIS idducrceRoPERXY
asset account val ue per share substantially equals a quotient of the proxy

3 asset J¥&URINSTEEtRDs gpRipged ibyainaemomtPds. Suclpinsityctignsray dnagaddntbor a

correspongdi: sef . S one .. e lndices i set

consi st %Aﬂg% egﬁos ?\8 g@%cﬁhghé_’g&?ﬁ%}?%%fx %er,le %‘g‘ihﬁl(tan’ %%oxaﬁ Sg)g %td?‘”s‘?%? I,IIII'ncI udes

an up pr Gaecatissdf thesbqacrdonof pseagtioas saitdinehig rdain medtbriPo0® bises2R0desdors ai d

defi ni ng roxy. asset account val | ﬁgt ep further _includes definjng an up
€

oroxy & 404de Perkersy PYRgeERstesides etk doatternaliva puzbogkreeres. hashwirgd pr oxy
asset acCaehfrytdys REd idpI8ASor i ccﬂpﬁ’i@ﬁﬁ&d \Qﬂﬁ‘%oﬁvﬁ%é Rtrabdls %o FEABRBAC

i ndi cator for  "at "l east so val ues o e single econom ¢ I ndi cator, and
11 def i nithginyemitomn Thusyemaslieentactihe mveudbdnigre nbt hmteditowmyapedfint f or mul a
wherein theb12 .do asset account .value substantially equals a difference
bet ween tHE b‘%ﬁ“ﬂ%\gglflafawaml%m}l@%’&fié% ol minus a product of the nunber

proxy asset sh@je@8mi @onipheeritbadabRfeddifi®hs ied hiftid REerd'R MyWaidasek val ue
per share. 1 11. The nethod of claim 1, wherein: 2 an average val ue per

shar e sulpgttipinates in prasiding instruefings teprocessor 4 for eseputiars sfushagneddumanryunt

I di \J . I nbet. of .sh s 1 4 . I
por shar SECRERRHRE hgbdhe BIRT i KRR B N B R Gl gt~

val ue di vtiatesisbipn titedia) NGevolefilepraityinakided, fatwamplel Optical 61&?15%&&66&1:@9 pr oxy
6 asset; 7 the set of one or nore indices contains a nunber of
i ndependeHeh pHPrags dewigecti®. 1Y datile medisdnelpdestiypamicanemery, Pichry Madset s set

has exacthymblyRbeX ¥ rASHGsRm Al includes coaxial cables, copper wire and fiber optics,
including the wires that comprise bus 902. Transmission media can also take the form of
acoustic or light waves, such as those generated during radio-wave and infra-red data
communications.

Common forms of computer-readable media include, for example, a floppy disk, a
flexible disk, hard disk, magnetic tape, or any other magnetic medium, a CD-ROM, any
other optical medium, punchcards, papertape, any other physical medium with patterns of
holes, a RAM, a PROM, and EPROM, a FLASH-EPROM, any other memory chip or
cartridge, a carrier wave as described hereinafter, or any other medium from which a
computer can read.

Various forms of computer readable media may be involved in carrying one or more
sequences of one or more instructions to processor 904 for execution. For example, the
instructions may initially be carried on a magnetic disk of a remote computer. The remote
computer can load the instructions into its dynamic memory and send the instructions over a
telephone line using a modem. A modem local to computer system 900 can receive the data
on the telephone line and use an infra-red transmitter to convert the data to an infra-red
signal. An infra-red detector can receive the data carried in the infra-red signal and
appropriate circuitry can place the data on bus 902. Bus 902 carries the data to main
memory 906, from which processor 904 retrieves and executes the instructions. The

instructions received by main memory 906 may optionally be stored on storage device 910
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9 said step of defining a proxy asset account value further _jncluyde for a
particul ar 10 proxy asset of the proxy assets set, a partic@?gkkgf%ékﬂﬁ
function for setting a particular proxy 11 asset account val ue per share
substantially equal to the average share value plus a difference 12 between
a particular index of the N independent indices and an average of all other
i ndi ces ZXkdhaefbefdre oNafterdepanidany prowdsesod.sai d particul ar i ndex
corresponding to the particular proxy 14 asset, 1 12. The nethod of claim

1, wherein 2 &PIRAE SgREe) 200 alsp brclugpng eoraguriration infgdagedi B coupled e bys 893,
assets S@Oﬁﬁﬁlﬁbﬁ?fon\fﬁgﬂf&e@fwér&vﬂ%s BERE N9 I8 R B matiini3Rsh é&gl[ﬂléttoaal neftWgper  of
shares of the proxy assets set; a proxy asset account v per share
equal s a logpk®20 ént ischnidetedpo oXocabixsworka2 0 ot examphd, vemalivicatead ilgrfaded®18unber

of proxy asset shares . for.a correspondi roxy asset; 6 the sef of one or
more i ndif P BREEAR] S iSRG TS qrﬂ&‘gﬁéﬁ& Oriamﬂd[e@s@ Pitdles Rty

great er tdmimRR@tioBcdiMBctRnS ¥ cat&PbRiREEpoabteRRGe! e NAR %R&Mer%ﬁa?rﬁ%l%j and 9
said step of defining a proxy asset account value further includes, for a

parti cul gemagmicaion Diarfsbe?10evbd dlogaloxsa resserk (bAN) bard po poyidasslatas set, a

particul ar cou function far s i ar,ticular proxy 11 _.asset count
Dol e peronRBR4E0n LMSc Bl b EmBaivie LN PR s Tk ral S e PRt

mul ti pl i egy bychlisipRnfuetibs tom@iunicaten [b&Res J1 NenBRdidd resivak cieb@iex, of the N

i ndi ces divided by a sumof the N 13 i ndependent indices. 1 13. The mnethod
of cl ai metectromagnelis opentisal signaly that cawy digitalglate strgams rapresentisg yrousd¥Res obund| e
conpri si qgfog.n&[bglre of a first proxy asset and 3 a share of a second proxy
asset; an publishing a value of the particular proxy asset bundle. 1 14.
The met hod of Ndtwork lirk 920htepiealty griveidés daid cqmmayicatiaethrough bheor fabge pr oxy

assets set angd 2 the secon roxy asset is fromthe proxy assets set.
networks to o ercﬁita evijceg. lg)ory exampiae, network I?nk 920 prgvides}/ a connect?on

through local network 922 to a host computer 924 or to data equipment operated by an
Internet Service Provider (ISP) 926. ISP 926 in turn provides data communication services
through the world wide packet data communication network now commonly referred to as
the “Internet” 928, Local network 922 and Internet 928 both use electrical, electromagnetic
or optical signals that carry digital data streams. The signals through the various networks
and the signals on network link 920 and through communication interface 918, which carry
the digital data to and from computer system 900, are exemplary forms of carrier waves
transporting the information.

Computer system 900 can send messages and receive data, including program code,
through the network(s), network link 920 and communication interface 918. In the Intemet
example, a server 930 might transmit a requested code for an application program through
Internet 928, ISP 926, local network 922 and communication interface 918. In accordance with
the invention, one such downloaded application provides for values of pooled resources as
described herein.

The received code may be executed by processor 904 as it is received, and/or stored
in storage device 910, or other non-volatile storage for later execution. In this manner,
computer system 900 may obtain application code in the form of a carrier wave.

An alternative configuration involves, instead of the 150 workstation linked by
Windows NT, an Internet web site that allows trade directly over the Internet. Use of the

system would still be restricted to brokers, if that is the objective, by suitable password
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1 15. The nmethod of claim 13, wherein the first proxy asset .j,s.fro first
proxy assets set 2 and the second proxy asset ispfro¥1a dif?é?&ﬁ@eg?@&
assets set. 1 16. The nmethod of claim1l, wherein: 2 an average val ue per
share equal s a quotient of the proxy assets set account value of 3 the
proxy assets set and the total nunber of shares of the proxy assets set; 4
a conpl etpodtiresf shares satisfies certain conditions and has a conplete

set nunber s; .and 6 the t hod further ri ses at |east one of
i ssuing a conﬂs@fegq?& 6‘%0%%%%m@a@@mf %&W%ﬂ'@%ﬁ’xﬁss@har es.
1 17. ThejamBirbeds@f Thik #bmR %ws%@fe@brﬂs LA RERS hRl Qllpﬁ’é‘géctaés ﬁﬁh&de for
each particular 2 proxy asset in the proxy assets set, malntal g aratio
of shar esnafagetentyader thi ealb0§mmny asset 3 in the corrpl ete set to the

conpl ete set nunber of shares ual to aratio of the 4
nunber OfFOEIﬁl <y asset shares ﬁﬁﬁtaﬁ ‘%}?tﬁﬂctﬂﬁ%xy asset to the total
nunber of es. 1 18. The nethod of claim 16, said issuing a conplete set
of shared%d¥ri sing: 2 increasing the nunber of proxy asset shares of a
parti cul df¢l#% oxy asset by a nunber 3 of shares of the particular proxy
asset in the conplete set, for each particular proxy asset in 4 the proxy
asset s seViprahatieAnformgiodect ober 2004 5 increasing the resources pool wth
addi t i onalustezsaor Chisnt D a¥umbatint substantially 6 equal to a product of the
conpl et e Mhe oyudRer of shares nultiplied by the average val ue per 7 share.
1 19. Theadmédod of claim 16, said redeem ng a conplete set of shares
conpri si N9exy?ALRESEBMIAIID REnbeRRer of proxy asset shares of a particul ar

proxy ass&lrdty w SI5h3re Brﬁ{ﬁ?ﬂ' £509, e&ﬂ&& ;tl cul ar proxy asset in the
Conpletefﬁ%ﬁ&wﬂéH@#?ﬂian ; Icul"ar 'proxy asset in 4 the proxy assets set;
and 5 decrea5|ng e resources pool by a payout of resources of an anpunt

subst anti ,6%1 G%H}élal to a product of the conplete set nunber of shares

mul tipli E val ue per 7 share.
Transacuon ID Num

Proxy Asset or Bundle ID Number:
Buyer ID Number:

Seller ID Number:

Exchange, Issuance or Redemption:
Date and Time:

Number of Shares or Bundles:
Price per Share or Bundle:
Complete Set ID Number:

Buy and Sell Orders:

Order Number:

Customer ID Number:

Buy Order or Sell Order:

Proxy Asset ID Number or Bundle ID Number:

If Market Order: Numbers of Shares or Bundles

If Limit Order: Price and Numbers of Shares or Bundles

If Stop Order: Price and Numbers of Shares or Bundles

Order Date and Time*: _

Order Expiration Date and Time: e.g. fill order until 1:00 pm 1/5/98

Pooled Cash Account Information:

Total Investable Assets Held for Cash Accounts (in Bank) (Vy):
Total Number of Shares Outstanding in Entire System (S,):
Average Cash Account Balance per Share in System (V¢/Sy):

Complete Sets:
Set Number;
Proxy Asset or Bundle ID Numbers in Set*:
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1 20. The nethod of claim1l, wherein each different event of the grallty
of predetermned 2 events is a different update tine of a sep Qgober 2004
predetermned tines. 1 21. The nethod of claiml1l, wherein at |east one

i ndex of the set of one or nore indices 2 represents prices for aliquid
asset. 1 22. The nethod of claim 1, wherein at |east one index of the set
of one or nore indices 2 represents prices for a illiquid asset. 1 23. The
met hod ofin@éalnfbrdidtiomherein said illiquid assets includes at |east one o
2r eal esUga@gﬁmeﬂggﬁly hel d corporate stocks;4infrequently traded

cor por at g amq&%c Ogcegﬁéﬁ craft 7a rare coin;sa precious genstone; 9a
est ock orlla thoroughbred 45 29 Cctober 2004

mast er pi qgegeg
1 24. Th @Uﬁng % Lot erlel n_at @\'aiﬁt gﬂ erl]‘dex of the set of one
or more if @ce sgéﬁltg A bopies i1 Lo58n84t% et hod of clai m 24,
wherein t eses i ncome associated with: 2 a country; 3 an
i ndi vi du f)eresﬁ) rSt ‘I‘ﬂﬂ?ﬁ %bor: or 5 human capital. 1 26. The method of
claim 1, erlesvel*ae-a 88500 one i ndex of the set of one or nore indices 2
represents an economc indicator. 1 27. The nethod of claim 26, wherein the
econoni ¢ Gardlidcatior Foonplat ses at | east one of: 2 a consuner price index; 3
an unenpl@ashentowmFermuln IB MNwnbatrer confi dence. 1 28. The nethod of claim
|, wher eifftogy Ak®aTyped S¥ab0p¥r Dowinhercset of one or nore indices 2
repr esent(sasntg.\dc@@ﬁu:ogﬂ@laoégB a macro-econom c indicator; 4 one or nore
corporate stockgy 5 forﬁﬁ@aﬁHA@Rﬁﬁtmi'ﬁdé%l(mfd%%nuﬁbé')conpos' te index of
corporate st OCkﬁ) for down Cash Account 2 x Vy/S,, - index (index ID number)

c) for swap Cash Account V/S;, + 2 x (A Index - B Index) (index ID numbers)

Dividend Payout Formula:
Dividend Payout Formula ID Number:
Proxy Asset Type: Swap, Up or Down, etc.
Dividend Payout Dates*:
Dividend Payout Formula: e.g.,
dividend paid per share = 0.02 x (Cash Account balance)

Proxy Asset Balance Change Information:
Proxy Asset Cash Balance Change Formula ID:
Proxy Asset ID Number:

Index ID Number*:

Cash Account Formula ID Number:
Cash-Balance Change Frequency: e.g. quarterly
Next Cash Balance Change Date:

Historical Cash Balance Changes:

Historical Cash Balance Change ID Number
Historical Cash Balance Change Date*:
Historical Cash Balance Before Change Amount*:
Historical C ash Balance Change Amount*:
Historical Cash Balance After Change Amount*:

Proxy Asset Definition:
Proxy Asset ID Number:
Proxy Asset Type: Swap, Up or Down:
Initial Cash per Share: e.g. $100.00
Base Date: e.g. January 10, 1998
Current Number of Shares Outstanding: e.g. 500,000
Current Cash Account Balance per share: €.g. $100
" Dividend Frequency:
Next Dividend Due: e.g. January 10, 1998
Cash Account Formula ID Number:
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7 an appreciation strip of the conposite index of corporate_stoc
apprec!ogtion strip residual of a conposite index of corpora?é%f 8’[(%0049
earnings for at |east one corporation; 10 earnings in a particular rine
period for a plurality of corporations; 11 price to earnings ratio for a
corporate stock; 12 a tracking stock for a subdivision of a conpany; 13 an
i ndex of DiehkiehdPhyowdForkdulalB piugdds:of different types of interest rates or
nor t gage Neét €ash BiladceSTHR26 Dub: &g hghadp Ko,Aobge for one or nore itens on an )
exchange;Cshf Ao @k 0Rf#c-onal i ncome; or 46 29 (ctober 2004 17 a bal ance

of trade l\fl&"thﬁé}%st%e fpugountries. 1 29. The nethod of claim 28 wherein

t he occup; =,cln ome IS associated with at |least 2 one of: 3 a class of
| abor ; §S%f o gﬁp of labor sharing certain characteristics. 1 30. The
met hod of gprﬁ”ﬁ ‘wherein said conposite index is chosen froma group 2
conprisin 3 1) NASDAQ 4 2)S & P 500;5 3)Dow Jones Industrial Average; 6

4) NYSE rFB Bsilset Butiider @W"R’kel 1 31. The nethod of claim 1, wherein the
r esour ceLtPBoAssehBradleDat | east one of 2 illiquid assets; 3 income flows:

4 cash; Froxpdssgt E3dembersdr 6 an itemwith present val ue;
Number of Shares of Each Proxy Asset in Bundle*:

Issuance History:

Proxy Asset or Bundle ID Number:
Complete Set ID Number:
Issuance ID Number:

Issuance Date:

Number of Shares:

Issuance Amount per Share:

Redemption History:

Proxy Asset or Bundle ID Number:
Complete Set ID Number:
Redemption ID Number:
Redemption Date:

Number of Shares:

Redemption Amount per Share:
*May be a multiple field

There are three primary functions of the logic command instructions. The first is to
allow controlled creation of proxy assets, by defining new proxy assets from scratch, by
bundling existing proxy assets together, by debundling existing proxy asset bundles, or by
combining some or all of the above. The second is to transfer balances among accounts so
that the account formula is satisfied by the balances. The third is to define and allocate
dividends on the proxy assets. In each case, the critical controlling data must be stored in the
properly configured database.

The first of these three functions is important, as success in risk management requires
identifying the appropriate risk categories; such categories may be changing all the time. For
example, investor demand for proxy assets in real estate may suddenly shift to a small
config-uration of neighborhoods that might be represented by a combination of zip-code or
census-tract real estate price indices. The system is designed to allow the creation of new
proxy assets as automatically as possible by a trained representative of the system proprietor

operating the proxy asset data processor or even possibly by broker clients themselves. If the
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1 32. The nmethod of claim1, further conprising, trading a proxy_asset on
an exchange. 1 33. The nethod of claim 32, further conprisi E%,Occﬁé‘h%qof“yi ng
conpl ete sets anpbng orders 2 for proxy assets of the proxy assets set on an
exchange, wherein a conplete set satisfies 3 certain conditions. 1 34. The
met hod of claim 33, further conprising, using predeterm ned order-filling

rul es 2 tegstldflcleaifiglfés prxiyhsts ik @adle vaRQoRf theh ﬁﬁtﬁﬁ nRRPARK IphsESsis and
redeem ng shares in conplete 3 sets and issuing shares in conplete sets. 1

35. The rBeHedesreatedaim 1 further conprising defining termnation rules for

endi ng the 47 I. 2l e S nd. g4 | i 11
resources in tT#g%i?gs%%C?%égsw %%gﬂ%?ﬁi&ggﬁXﬁ%zéaf?éngtﬁa%efalogﬁcgioﬁ glﬂa%;g gp%geéi 'f} gp of
def i ni ng Fagype axlogis saiceptogidiidginsadt sart blsdki B0 add contifuesiotdock32 10egkdrsinng
input frominvestors jndicating one or nore candidate indices fromwhich 4

the set &#°BREY aschder congidesdion & SdD dventered i thesysigmatat BYHTYDbES | di ng
e e o S SR o e
conpri si rgatedrioe indek ebdsa geay cask astousoivenoly, &al divideskpayastsfetrsuls iines f or
orivat e\ 800 honc % AL L Sl onl et S S M7 D
39. The RB&HRG 16¢atibhPbMRig codel bF BRsus QFRY, lafdl Sine durfinady/sBflishsk Abul B8 PlicsSONE
of said proxy asset shares.

indices for each of these.

The system first tests whether the entered proxy asset definition AST(]) is new and
cannot be approximated by either existing proxy assets, an identical proxy asset already
defined, by proxy assets with a slightly different base year, new bundles of existing proxy
assets, components of existing proxy asset bundles, or by combinations thereof. In an initial
run, test 220, the system searches over the existing proxy assets, the possibilities for new
proxy asset bundles from existing proxy assets and components of existing proxy asset
bundles to display the characteristics of the proxy assets that may be thus generated. The
display includes information about the cash account balance that would be implied for the
proxy asset under consideration. Possibly, some combination or division of proxy assets with
a slightly different base year may be close enough to the proposed proxy asset. If the user
signals that the entered proxy asset is not sufficiently new, if one of the possibilities put
forward by the data processor is satisfactory, logic branches to block 230 and the existing
records are pulled from the database for the already extant proxy asset or proxy asset
bundles, with logic shifted to a separate subroutine.

A positive response to test 220 branches logic to block 250 wherein the parameters of
the new proxy asset are entered into the system, and the parameters of the remaining
elements of the complete set specified. In the case of simple up/down proxy assets, as
illustrated in Figure 2, the complete set can be automatically defined by the system,
providing a definition of the proxy asset pair (AST_PAR(I)), both elements of which must
now be created. At this point, it must be decided whether the new proxy asset pair should be
defined in terms of a single index or whether the pair should be defined as a Proxy Asset
Bundle in terms of a cluster of component indices. If the former, the system branches to

block 290. If the latter, the system branches to block 270, where the bundle is defined,
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1 40. The nethod of claim1, further conprisin 2 D. formn fromsaid
proxy asset shares, a first set of shargg conf?gured to 3 e%%éﬁ‘gﬁﬁ%p%%
increase in value as a function of a positive change in said set 4 of
indices; and 5 E. formng, fromsaid proxy asset shares, a second set of
shares configured to 6 experience an increase in value as a function of a

negative pbbﬁbigdbylente&ﬁgﬁeﬁ&ﬁdﬂesdﬁtolﬂi@s}%%m aitd Agdatihp ehe@itdbast, 8fock 280.m 40,
further conprisi ting value between said first set of shares

and said secori“c}tgsgt3 %ftﬁ%%mqwegalaowlgﬁl@fa'ugﬁy@p f‘&tb%éﬁﬁg‘feﬂdjwtmmPg@Qd of
| cast - sore” oF LA GPaRE R LRl Bl ekl gra by EARE ERIE Sorcih SRR O

met hod oftingd iatenvd betweet laéjmstnmr[tsrfnstlmgc:ccﬁnﬁ andidivédéndg f(&tthé epdows praxyof said

proxy asset shares; and 3 E. term na the offering of said proxy asset
shares adS¥% JHEMOEHCWRMgD ﬁeSP?rﬂsﬁé%FqSh%ﬂ’gQFé?’rﬁts ﬁl%é?tﬂr‘ia PRy event

i s chosentdrePlge, BlduP386-350. %‘éc?n;ﬁ&@?fh'e%ﬁ rtfonl Of the HrBLLLAE i o

I HEsHngpe ©
predet er m ned period of time; 7 2) a value variation inh said set 0
i ndi ces; ShlfGﬂt‘aﬂ@h@anu&mcnahlecl@}S& eturn of said proxy asset shares; 9 4) a

chanelnas re ecqonom c.i ndj cators:; nelnlevel
of rlg sk rewar rez(i%lon oq’?h d%ﬁylng ¢ash accounts and associated compu? rfﬁe ad cﬂsplays

forming the foundation for the up/down proxy asset pair is accomplished by the logic control
commands shown in Figure 5. Beginning at start block 1400, logic first enables the entry of
the pending proxy asset pair, AST PAR(T) block 1410. The system checks whether this is a
new proxy asset pair at test 1420. If new, logic continues to block 1440, wherein the cash
account balance per share AST-BAL(]) is entered for both elements of the pair. These
balances provide the financial backbone of the proxy assets. Implementation is made at
blocks 1450-1460 setting up the two corresponding accounts ACCTA(I) and ACCTB(]):
operation allows the entry of custom account parameters ("yes" to test 1470 - and entry at
block 1490} or entry of pre-selected default values, block 1480.

As previously described, the system includes a communication link between various
participants and governing institutions. A book window is created, block 1500, for traders on
the trading system, indicating, the initial defined cash account balances per share for both
proxy assets in the pair, even though no shares yet exist. Orders may now be placed by
customers that will appear on the book window. To create the first proxy asset share, since
no shares yet exist, the trading system must first identify a complete set within the orders
whose value equals (or exceeds) the combined cash account balances per share. Thereafter,
the system can fill orders both by exchanging existing shares and by finding complete sets
among orders. When a complete set is first created, the bank or similar repository of capital
in account form must be notified with wire transfer of funds and automatic structuring of
accounts particularized in advance in response to the order, During routine operation of the
proxy asset system, the system proprietor will be directly responsible for rebalancing the
accounts (maintained by the bank in pooled form only) within complete sets with the
changing indices governing the accounts.

Returning to Figure 5, after the database is updated with the current (and new)
AST(I) information, logic queries on the next AST value (I+1) at test 1530; if another batch
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11 6) a change in the value of the resource pool; and 12 7) change in the
priné Iending rate. 1 44. The method of claim1, further coﬁgppgﬁﬁg?OQ?ll
adj usting the value of said resource pool as a function of a triggering
event, 3 wherein said triggering event is chosen froma group of events
conprising: 4 1) a termnation of a predeterm ned period of time;, 5 2)

addi ng oris ealgtlogig caminubsexhé bég‘imﬁﬂ% ehd et peicetdid r§REted Borhe Bexy &l sigies.
variation in said set of indices; 4) a change in a set of one or nore
econom ¢ i ndi QAYdP §ay gpesytion ofibmgystermreguires asiplysis of pIRNFR REFRES-VARID 6) a

change i | : LG : : ; i . in the
acoount | TPl seldi SRR nattbof SRSl allod oBlratio SERE 0
factor i prappssedntfigmeibgidveahef theserapestiohs ari idutied proéedurdiacedepictedids. A

met hod for banki | nvestments in a prgxy assets set of two or ngre proxy
hesets 2 GHEPIS QE%’SWH’ PO gt RIS &a¥wepbé0ﬁ51ﬁra\rae@§1,es pisdraghidiadike
conpri si Fgkhion. M8 Nt ai ni ng a dat abase having information indicative of a

value for a resources pool, 4 and 5 information indicative of a particular
i nvest or accouddeginning widh hipck 1060, logiainakighmelistpulB the carepedatefdatelestdor s, a

particul ar, proxy. asset of the ssets . set, and 7 J nvest account

Panber - ofnsFoRy nB3E¢ boResuBBB LT 168 Bt Brovyab ner Bl Rovled. ROk

comuni ca6bOigd! which anchhdtd Me dud@hCabdt WalaAtestipBatéd fatantefest HenddByaHE Bk, pPool ;

and 10 recei wg‘% over the communications link a prpxg asset account val ue
B

~ per shar &heperipdip datsiiy eomparedhtol thelpsesest datedo deterngine erranb date isaf evest f or
-each proxyAgs g&juﬂfngttﬂeeprp);;? é%e&&c@lﬁﬁ? U pés?t%Ve response to test 1630 reflects the
match of dates and need to update the accounts. Accordingly, logic continues to block 1640
and the system recalls the current index value for the tracked asset, IDX(1,J). In this context,
the counter variable J tracks the cycle - and thus absolute and relative time periods.

Continuing with Figure 6, the system applies the cash account-formula to the down
proxy asset, block 1650, making the balance per share equal the combined balances per share
in the two accounts before the transfer minus the index, and applies the account formula to
the up proxy asset, block 1660, making the balance per share just equal to the index. Note
that the combined balances of the two accounts is unchanged by this transfer, so the transfer
is always feasible, even though the down proxy asset cash account balance may be negative.
Then the foregoing calculations are applied to calculate the appropriate dividend level per
share for each proxy asset pair, using the distribution payout formula. In block 1670, the
system queries whether the balance in the down proxy asset is negative. If not, the system
proceeds to blocks 1680 and 1690, where each account is given a dividend at the rate DR(]).
If so, then the system branches to block 1700, where the up proxy asset is defined a dividend
equal to DR(]) times the combined values in the two accounts, and block 1710, where the
down proxy asset is given a dividend of 0. These values are then stored in the main database,
DB(x) at block 1720, and the entire process repeated for the next proxy asset under
management by incrementing index variable I, block 1730.

As previously described, this embodiment of the system includes a communications
link between various participants and governing institutions. These participants include a
bank or similar repository of capital in account form, with wire transfer of funds and

automatic structuring of accounts particularized in advance, and individual brokers or even
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1 47. A method for trading on an exchange shares of a prox ssets set, of
two or nore 2 proxy assetg t hat respondgto a set of ong oryﬁgﬁgﬁﬁﬁﬁig¥%
each proxy asset of the proxy assets 3 set having a proxy asset account
val ue and a nunber of proxy asset shares, a sumover the 4 proxy asset set
of the proxy asset account value substantially equaling a value of a

r esour cesndivignal invéshes mab haghtgdagerdrédrd ireBlybw G588 ke Durtnd roatliey  a
conpl ete set of g&ares of the proxy assets set anpng one or 7 nore offers
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nmet hod of cl al said presenting a conplete se conprising 2
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49. The hod aof cl ai 7 further conprising allow ng trader to set an
alert 2 E&‘ﬁ%‘ﬁ‘éﬁ% ‘lpghghﬁ&@‘?rlﬁéléew 58 Pé"’%’c?ﬁ?ﬂt _éliaéé]?é‘fer%f sel | orders
satisfying a mEQUMidSTRhders By iRubRLAMRrdRMpHBN Bt fiaRfing hindQeatihio Sﬁﬂsﬁ of
claim47 further conprising allowng a trader to set a%n al ert responsi ve
to an avechgedeps, fardheproay essetslie acomplished tythe bgiteand controlsopimanda dptaided,

. t i diti 151, T t hod of ¢l ai m 47 h
comor 1 si i Fles: 7 3PP SSeRe Hhbie? e bro ami o I nletur St s iai 00,
asset s séh FafI0 e @fker GhtryBIRORfke6S Sethiledt ORELs ark r&Rived RELIGEE ADWifeh cl ai m 47

further conprising automatically filling one or nore orders 2 to trade
proxy asdBYestoss o iekess wiayverksfatiansd 8P (Bigcdr afilngrmebline. S ders myrrensist of

or et 1L bR o130 GRS AR0S o S o TEERL O,
or nore iondkre@s bupaspedifiomymtag € proafy akdees Nookylowasettainricelbaw defl aa pr oxy
asset specific number of proxy assets at or above a certain price, bids and offers, hits and takes), or

possibly other kinds of orders. These buy and sell orders are stored, at block 420, in a

pending order list for each proxy asset in what is essentially equivalent to a book window in

the trading system. In one embodiment, they are arranged in the book window with the

highest bid at the top of one column and the highest offer at the top of another column, with

prices in descending value below these.

With reference to Fig. 8, the proxy asset trading, issuance and redemption system
begins at block 500. In a subroutine beginning at block 510, the pending order lists
corresponding to each proxy asset are individually accessed and searched. At block 520, if a
buy order for a proxy asset is matched with an identical sell order for that proxy asset, those
shares are traded at block 530 without the issuance or redemption of any additional shares.
Those orders are removed from the pending order list and processing returns to block 520 to
scarch for additional matching orders. When no additional matches are present in the
pending order list for the current proxy asset, the NO path from block 520 is followed and
processing loops to the next asset in the system.

When all matching orders in the system have been processed, logic extends to block
550, whereupon the buy orders for all proxy assets in the system are together searched for a
complete set or closed path. As discussed in Example I, a complete set is just an up/down
pair. In Example II above, closed paths may consist of reciprocal swap proxy assets (e.g., if

and ji) or a more complicated set, such as an j swap, a jk swap, and a ki swap {or any other

path beginning and ending on the same asset). The combination of the proxy assets in the
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3 account value and a nunber of proxy asset shares representin ual
clains on the proxy 4 asset account value, the proxy asset ggtogqtfg’@}ﬁ%o‘la
total nunber of shares equal to a sumover 5 the proxy assets set of the
nunber of proxy asset shares and having a proxy assets set 6 account val ue
equal to a sumover the proxy assets set of the proxy asset account val ue,
the 7 netpaddhsenpoiabialgs aslisceeilih Bgatipled!, The 0imaf RSy @@Ss RO@E patl
receiving a valye of an _index of the set of indices; 10 evaluating a proxy
asset ach‘ﬂﬁﬁFq‘\‘PZPh%“&E‘%g‘r‘%Y - digsoatestlledu 0 Branches o o EpRSAIBRYRUNG, 11 t he
val ue of [ - al r al ue
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wherein one or nore of said set of 1ndices represents a conposite
chosen f el qyders froootip pesding ordsd list. POc@singltlan @@6dues to exhaust all possible

closed paths. When all closed paths are identified, the subroutine ends at block 630.

Alternately, the subroutines of Figure 8 may be performed in a different order, e.g.,
beginning at blocks 510, 550 or 600 as separate, and/or concurrent subroutines,

The execution of the buy and sell orders may also be connected to procedures
whereby trade is suspended in unusual market situations, akin to the circuit breakers of
organized exchanges. The execution of the buy and sell orders may be limited to certain
classes of customers, such as registered broker dealers. The execution of the buy and sell
orders may also be connected to a market surveillance system, like those at existing
exchanges, to check for attempts at market manipulation or other illegal trading practices.

Figure 9 is a relational block diagram depicting the proxy asset bundle manager. In
this diagram, four proxy assets, proxy assets A, B, C, and D are shown for illustration. In this
example, only proxy asset D is sold directly to the public. Proxy assets A, B, and C are
bundled together as shown, and the bundle is sold to the public. Since the accounts for proxy -
assets A, B, and C are already in place, and their account formulas and distribution payout
formulas already defined, people will have some idea of the effects of taking this proxy asset
bundle apart at a later date. Knowing that the proxy asset bundle may be decomposed later
may facilitate its marketing to the public today.

Table 2 below shows an outline of the functions of the proxy asset data processor
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3 1)NASDAQ 4 2)S & P 500;5 3)Dow Jones Industrial Average; 6,.4) E
Conposite; and7 5) N kkei. 1 56. The system of clai m 54, V\helzéicw(fi’t"r%%‘%t
one index of the set of one or nore indices 2 represents one or nore
corporate stocks. 1 57. The systemof claimb54, wherein at |east one index
of the set of one or nore indices 2 represents one or nore nutual funds. 1
58. The swstrdingdd oot ambvddentTae eibie siatthnpruline EIbebSicetdps Minddsdan 1 S
further configured % t? of fer at ,Ieas(iq,s me of said proxy assets shares for
private tmg%ﬁsgfg.m%t dlerpn acoutining pr ¢ilysis.And hreviensihat arcundenakenanbet s
set procemSPlesd Beduedhttsis, configured 2 to offer at least sonme of said proxy
assets shares for public trading. 1 60. The system of claim54, wherein

sai d proxy assets set TabdcHsdomction§ Of Plrexy Asset Dgta Brbegssbo trade at | east
sone of slai d proxy. as oet @garrg@.rsj 61.1D The S stem of claimb54, wherein said
pr oxy aszgcﬁds@ﬁet PREELS Y§ UPYHEP (EOfTS " ured 2 to: 3 form from said
proxy as & Data (innanyallyly of shares configured to experience an 4

i ncrease in val t@adaevs Index dntp dpdexRegopsRstebase change in sai d set of

i ndi ces; and 5 FilinotherdicldnpiingeoRgcoadset shares, a second set of shares
conf i gur dépdate lnjarest Peyrsent frenglaily)cr ease in value as a function of a negative
change i Fos&ach Batxydfssétndi ces. 1 62. The systemof claim61l, wherein said
proxy assets pr iclatsesx DicpoditDiidTBsdagonfi gured to 2 shift one or nore of said
proxy assets beffwegn said first set of shares and said second set of 3

shares. 52 29 Oct ol@fus?@Qfterd B3h BENGcSWh Bt BhAlM 54, wherein said
proxy assets set prog Fﬁl%e)ét?nt%%gtt]?ﬁiosﬁ%%i gured 2°to redeem at | east sone
: e

of said t -£S. system of claim54, wherein said
pr oxy as%% gé@giﬁr(% g‘é@? is further configured 2to:3offer at |east sone

of said proxy a et ares; and4term nate said offer of said proxy asset
shares as a fungﬁ?r(?ﬁ eﬁ"’?ﬁmgﬁﬁqdﬂg’} event, 5wherein said triggering event

is chosen from oup of events conprising:61 )a termination of a

pr edet er mi ned peri od Yld?HWWE’PbDUgRQéaWaH ation in said set of indices;
83)a change in rate of relfu¥es:of said proxy asset shares;94)a change in a
set of one or nore econonise Dindidemt Raysut Bhjmlatofudalite Divdedd of ri sk
reward; 116) a change in the val Rey Diviléisl, adjasieenpOaih AcddiFlanczhange in

the prinme lending rate. 1 65. FhEinN&k®NWidénEPainiBnbhueWher ei n sai d proxy
assets safpdatcdadizsdrun daifyyr t her configured 2 to: 3 adjust the value of said
resour ce Rypehchaadé function of a triggering event, wherein said 4

triggeringie¥enh Iﬁ&xmf‘é? froma group of events conpri sing:
HYes:
Receive Index Update Into Index Record
Update Cash Account Balances Using Cash Account Formulas (run daily)
- Index, Interest and Dividend Update Performed Already for Today?
If Yes
For each Proxy Asset:
Look up Cash Balance Change Formula and Necessary Indices
Calculate Cash Account Balances Change
- Is Transfer Between Accounts due today?
If Yes:
Make Transfers Among Cash Accounts according to
Cash Account Formula
Define New Swap Proxy Asset (run manually)
Select the Two Indices to be used, Rescale to 100 on Base Date
Select Formula Type
Fill in Base Date and Initial Cash Per Share
Fill in Cash Account Formula
Fill in Dividend Payout Formula
Make List of all Complete Sets
Define New,Up/Down Proxy Asset Pair (run manually)
Select the Index to be Used, Rescale to 100 on Base Date
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5 1) atermnation of a predeterm ned period of tine; 6 2) {ng o
deleting an index fromsaid set of indices; 7 3) a value va?ggiqt(gﬁri&?]o"sai d
set of indices; 8 4) a change in a set of one or nore econom c indicators;
9 5) a change in a level of risk reward; and 10 6) a change in the prine

| ending rate. 1 66. The system of claim 54, wherein the account fornmula

i ncl udes a | evefelget FoammbbrTypeand 2 wherein said | everage factor is applied
to wei ght one oFontutk Upfanddd@lvisPlox@fAssétdi ces. 1 67. An apparatus for

banki ng i nvest el & Bdie Haky M)inab€hsh B Sherfe (sai: RF bHMJ € proxy 2 assets
that respond torgl gatasRfacefgtForfiae | Ndi ces, the apparatus conprising: 3 a
conputer readabif fBeh L g Bhyotk Rbida i nformation indicative of a value for

a 53 29 Cctob akg%)s‘% Aﬁl%&ﬂn}élﬁﬁ§e?00| and information indicative of a

parti cul ar |nve or Account ng 5 a particular investor of a set of

|nvestors 6 a par |cular é 3? g@ of the proxy assets set, and 7 an
i nvest or %ccou iW é@ f shares; and 8 one or nore processors

connecte rP‘EPsf gy FORISE FPIERE) one or nore 9 processors
confi gur ¥ fepa 5@%@6@@? eaa:h@@wﬁa@hm Bunsll¢ asphogndelgmdl i ndi cative of the
val ue of Reseivadransadiondequesiehd Eatedintd Databeseve over the communi cations |ink
a proxy dsisginy BedayontScwah wathp@thesbafidedl@rdeessponsi ve to an i ndex of the set
of one orDispingHistelicab¥Vafues oBmditepr oxy asset of the proxy 13 assets set. |
68. An apmpisplay aasH AtcouhfBalagedn an exchange shares of a proxy assets set of
two or nELrch fif MbingRat of ﬁé}ﬁéxﬂi&ﬁ@gr%ﬁgeﬁ Ci@brs OF sédepidky MRES 1| ndi ces,
each pr owemmat&{es iEinBf OXKrsRAY eé%%sﬂé& ng a proxy asset account
val ue and a numpgg. 0f ﬂe@%‘t ﬁérgihrﬁ SHB.QNEL SIhQI% 4 proxy asset set
of the proxy asgey Igec’lg: ue su | aﬁ y ‘équaPing a value of a
resources 5 poo'Combn?e Spd%?% uo%hermer:rls olf Qegne type (e.g. Buys for same Proxy Asset)
If a Bid for Proxy Asset
Search for Complete Set Among Bids
If Total Bid Prices in Set > Total Cash Account Balances
Then;

Issue New Shares

Create Transaction Records

Create Complete Set Record

Fill in Issuance Records

Create Investor Records

Fill in Historical Cash Balance Changes Record

Update Number of Shares and Current Cash Balance in Proxy Asset Record

If an Offer to Sell a Proxy Asset
Search for Complete Sets among Offers
If Total Offer Prices in Set < Total Cash Account Balances
Then:
Redeem Existing Shares
Create Transaction Records
Create Complcte Set Record
Fill in Redemption Records
Update Investor Records
Fill Historical Cash Balance Changes Record
Update Number of Shares and Current Cash Balancein ~ Proxy Asset
Record

Provide Information for Electronic Trading System
Order Processing and Confirmation
Provide Information for Book Window for Trading Screen
Provide Responses to Requests for Alerts - e. g., alert traders when a specified
price level has been reached either by a trade in subject proxy asset or by trades in
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6 a display device; and 7 one or nore processors connected gﬁ tﬂg} d#@ | ay
devi ce, the one or nore processors s configured to present Qotpbery d; ay
device a conplete set of shares of the proxy assets set 9 anbng one or nore
offers to trade shares of the proxy assets set; 1o wherein a conplete set
satisfies a certain condition anong shares of the proxy assets t 1 set. 1
69. An appar at ustifeo proxgrsgtsngitlan phosapneaoapletssit of two or nore proxy assets
that respond 2 to a set of one or nore indices, each proxy asset of the

proxy assets set Fanidibhs drd-aXby BSeRbrsnfsraRbhalMpépisiiand a nunber of proxy
asset shayiew Ih@pésesenti ng equal clains on the proxy 4 asset account val ue,

t he proxwi@,@@ttst&%ngggﬁp@r@erg &kwr@ag{)% of shares equal to a sumover 5
Gsaf

t he proxyvi@%seo 58koP é&}ﬁu& herp 0f RLQXY asset shares and havi ng a proxy
assets set 6 acepl tvaﬁ ue equal 'to % Stm over the proxy assets set of the

proxy asset acc apt — 08l pe, the 7 apparatus conprising: 8 a conputer
readabl e nedi u FeS 4P ingl a value of a resources pool and a value of an 9
i ndex of the sela8h AreriintBalangaper Shatsne or nore processors connected to the
conput er r eadabSEariagiCesh A¢edeuntdimance pspPhare4 29 COctober 2004 11
processors conf Cgsh Adcaunt Belahese@lmange Plisissy asset account val ue according to
an account 12 f ®ivaltmal PasponHisteryt o t he val ue of the index and a constraint
on the proxy assaslsAs&tunaEeoidd 13 val ue by the value of a resources pool,
sai d eval uati ngDpadée PRdutishugccur rence of each 14 event of a plurality
of predeterm ned events. 1 70. A conputer program product for banking

I nvestments | 'Alﬂloﬁ%ﬁ’%ﬁé iftvehEibf hiCheeRldeldMBein FetdPEE Y Mos@%? ﬁhl%h‘!ltﬂﬂ{[ it
respond to a set of one or nore indices, the conputer program 3 product
conpri si ngto b wderstmodttieat snedadiadil s snletyi fontHabpurpdserand ghdt ivhativas icanbé mddeat | ve

of a val f.or S5 resources poaol d information.indicative of a
parti cul gﬁe@ﬂ\}’é@?‘ﬁl‘* Sgﬁl(‘?g&hﬁlei c"r"&iﬂ“ﬁae%ﬂal G e APt q“ﬂ\?@%ﬁed& W a set of
i nvest or Savehtign. AAdded Csond vafafss BaPRled?b bt RRIPIPMisHTSfliniats ofand

regulators, tax authorities, existing exchanges, brokers and underwriters, requirements that

may vary through time and across countries.
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8 an investor account nunber of proxy asset shares; and 9 instructions
stored on the conputer readable nedium said instructions f &Y Q¢ ET%QP‘H 0
one or nore processors to send over a comuni cations |ink a signal

i ndicative of the value 11 of the resources pool; and 12 receive over the
communi cations |link a proxy asset account val ue per share 13 responsive to
an index of the set of one or nore i qagig@gsfor each proxy asset of the
proxy 14 assets set. 1 71. A conputer program product for trading on an
exchange shares of a proxy assets set 2 of two or nore proxy assets that
respond tio a : I.0d| I f Xy
nasors sdt pavt motiod BrevidHY forblaPl e SAGIO e pRASEheo il LU BLGTY,
shareg, a sét sfumeav aroré heiqes,aayh posgasseedf thé pidi§ aptetdeyt sl a progpasset val ue
substantially equalipg a valye 5 of a resources pool, the conputer program
produdt @SN €3l ?ncgaame PEPY 28364 sliares RGNS Sepl Plapmsen edrSHs st or ed

on the medieRdofht RIS HRDrasOdt sBHAT i LBES RXhBerlo? sRIrESEfILI B RnPod SP! aY
device a conplete set of 'shares of the proxy assets set anbng one or nore
of f er § t @ll9h¢ nadeeroifi proxy asdet sheeesin dxe/prazy etssts settand thaving epedny asaosgl et e set
satisfies a cFrtai n Cﬂfdition anﬁqﬂ shares of the oxg ssets 11 se%. 1
72.  AScoRFRUB VPs EFRhio SH aYer Al e RoR Y At %?CB%Q’%“Q% fhe praxy apsefs st or

nor e proxyeﬁéthodagm@ﬁgigger 2004 2 assets that respond to a set of one or
more indices, each proxy asset of the proxy assets set 3 having a proxy
asset 8account Aral udlcndza prermiaseet atcpmbyaluawitha pstdstenmined peesahformylaequal 4
cl ai on the prox cecount val ue. the proxy .asse et having a total
nunbrenré of shares 5¥%s§§§§5?f§)ag?eggtnqngvchfre%?g&g 6?((%Xé)£se S§E%e TeSF tHe nunmber
of prioxy asset shangdicahd having a 6 proxy assets set account val ue equal
to a sumover the proxy assets set of the proxy_asset 7 account value, the
conputer progBim preBitniEg hsPraxymssetyse 2eanptivaye Peawdns of aeaousssmepl;
storijng a val ue of ,gqresources pool and a value of an 9 index of the set of
i ndi ces; and 1o instructions stored on the conputer readabl e nmedi um causi ng
one dB nore prbcesseavalubling thegvatyuste aacqunbxaluassetdigriochniccoahiformade or di ng
to an account fornul a responsive to the %2 val ue of éhe i.ndex and a
const!ifai nt on the pP8RY® tsofsarh grqub ?PW%O&W Hemyngd Rregs- a 13
resources pool, said evaluating perfornmed upon occurrence of each event of

a plurality of 14 predeterm ned events.
1 2. The method of claim 1, further comprising:

2 initially assigning the total number of shares to a set of investors, each investor of the
3 set of investors assigned at least one investor account, each investor account having an
investor account number of proxy asset shares for one proxy asset of the proxy assets set;

and

St B

initially receiving from each investor for each investor account a contribution to the
resources pool in an amount equal to a product of the investor account number of proxy asset

8  shares and an initial value for a proxy asset account value per share.

1 3. The method of claim 1, further comprising for a particular proxy asset of the proxy

2 assets set, publishing an updated particular proxy asset account value per share substantially
3 equal to a quotient of a reevaluated proxy asset account value of the particular proxy asset
4

divided by the number of proxy asset shares of the particular proxy asset.

1 4 The method of claim 1, wherein, during the reevaluating step, substantially all value

2 lost from the proxy asset account value of one proxy asset is given to the proxy asset account
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1 73. A signal transm ssion for banking investnents in a prgxy assets set
of two or nore 2 proxy assets that respond to a set of one g?ﬁfﬂi’@"i% ces,
the signal transm ssion 3 conprising: 4 a carrier wave for transmtting
signals; 5 signals transmtted on the earner wave indicative of a value for
a resources pool; 6 signals transmtted on the carrier wave indicative of a
parti gul avahicrof@at or magcathditpraxy 4364tsIOf the peoxgakietLdet.ar i nvestor of a set of
investors, a particular proxy asset of the proxy 8 assets set, and an
investor account number of proxy asset shares; and 9 signals transmitted on
the carrigr Vg AMCatduh OlsalitSlLHElhOPnbAiFRUSE one or more 10
processors to send over a cormuni cations®link a Signal indicative of the
val ue2of the Iécaaspasaed opool momngpdied iskeivibieovaresphalinpiorthaset af owne | i nk
signals indicative of a prox sset account 13 val ue per share responsive
Lo an’ ndbedfdicsiat Shpisfe SRk Og? SRR Y oY Pé@f Plyplir ot RrogpioRyngd geEsi4 of
the pyoxy assebgivifg an dpdefed AN GRS rebdiRBS o%ﬁét%{}%fatéﬁlﬁ&'dﬁﬂ on an
exchange shares of a proxy assets set of t 2 or re proxy assets that
respodd to a gelculgiingpeupdaterdoproxy astiossount aalne foreavh prosp assef usinpth8 pr oxy
assets set. havin r asset accaqunt val ue and a nunber of proxy asset
shar es%, &cﬁugﬁ%r%&%r&dﬁﬁgw%igﬁigz e%eeﬁeswcelst?gogroxy asset account val ue
substantially equaling a val ue 56 29 Cctober 2004 5 of a resources pool,
the signal transm ssion conprising: 6 a carrier wave for transmtting

si gnalls; %nd 7hsimgthedoh daimshispideeevglvating step further covamdsingidi cati ve of
instryctions f I S r . diyspl ay
device a comlcg{cgﬁggghggy @Egrrng{émﬁﬁ Ellge rgéoﬁ%g ?géleatcé&g& §§ %g)%r%d(r%%nglrln%dor nor e
of fers t paysddensitaranad of the proxy assets set; |10 wherein a conplete set

satisfies a certain conditipon among shares of the proxy assets |l set. 1
75. A%signal tfP‘ilﬁg}ﬁ %PB#%WIWQE? FrEOUCTRoRY D e dayal pmgpnt, Refors Safthy
pr oxy sas s@lchlatil@theXipisiel PRfkyl8sef ai@ln@fape Or nore indices, each proxy
asset of the proxy assets sét having a 3 proxy asset account value and a

nunber of proxy asset shares representing equal clainms on 4 the proxy asset
account | ue,-the proxy asset. set havi.ng a total punber.of shares equal to
2ol doer e M BRPRdETE el oo prinle BB Rirayichla By RSHES 2
havi ng a paftalar g&ﬁﬁi perGharRlrepagidio tha bduefiishntlafd thetd il RYBberldTRhARELXY
assets set of the proxy asset account value, 7 the signal transm ssion

conpri si ng:
1 8. The method of claim 7, wherein the particular payout per share is further responsive
2 to the proxy asset account value of the particular proxy asset and the proxy assets set account

3 wvalue.

1 9. The method of claim 7, wherein the particular payout per share is further responsive
2 to achange in proxy asset account value of the particular proxy asset from a preceding value
3 of the proxy asset account value at a preceding event of the plurality of predetermined

4 events.

1 10.  The method of claim 1, wherein:

2 a proxy asset account value per share substantially equals a quotient of the proxy

3 asset account value divided by the number of proxy asset shares for a corresponding proxy
asset;

the set of one or more indices is a set consisting of a single economic indicator,

SN A

the proxy assets set includes an up proxy asset and a down proxy asset; and
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8 a carrier wave for transmtting signals; 9 signals transm (ted_ on the
carrier wave indicative of a value of a resources pool and 3§Q§’q}’§¥%@4bf an
i ndex of the set of indices; and 1 | signals transmtted on the carrier
wave indicative of instructions for causing one or 12 nore processors to
eval uate a proxy asset account val ue according to an account fornmula 13
responsi ve t o shidelefiginge pbxy fietiadctant ddlte stef QRHef RichidePdefiniy AN @PtoRpSeL S
set account value by 14 the value of a resources pool, said evaluating

per f oPnedSifhasrose ‘(??{‘Fee‘ﬁlélealbﬂp aenntdoanyla ghegein g wp DEOZY Agspt ascowivalie @erri ned
events,  ndis oBBiBgd @il HoRGs RlRS ) ford RAQWATIEE Sl SEBRT Pr oYY
asset in sai asset aving a proxy asset account

nmet had c&mmamnmgilca’ﬂorAandjefl n| ng a proxy asset set account vaI ue equal to

the sum of the accou 4 values of all proxy assets in s roxy asset
set, lilncl udi ng® Blﬁgﬁffgwr‘ﬁmg’%%ﬁﬂ 3‘3"%%%@?1“%1%@@ dogtn a&%@ﬁlﬁﬁﬁm&‘ vilergin the val ue

of a 1pesAPHaGsRE Wcoufit ﬁlué)g‘ufo%hmyegmatdlf%&&ncefbe%ﬁ%x;aﬁw&%ﬁ@t' ng clains

on a first subset of said proxy sets, wherein sal Irst set of shares
ex perhS e nc‘esoarces neolavises & prodattd thsneni®r proxytaseh slofressfopdsivpiprexycdsseigad | n

sai d |nd|cesf31 ording to a first 9 formula; 57 29 COct ober 2004 |10
C. of er| e“PaPrgéXSffa %ag?e%efr SH&r es representing clains on a second subset
of 1 i proxy assets, wherein said second set of shares experience an
increase in 12 value as a function of a negative change in said set of

i ndi cés ddcor dibsgnathodoticdaige oigrdiwr nul a; and 14 D. shifting val ue between

sai d BI rst set %Lerﬁ?%*'eﬁ %}%hgl%l Qbsia?’&l%ﬁg nil%aﬁ] uo%wlaltr aﬁl’o;ﬁ}? %saSe S%QtCt ion of

a change in the set I ces. TS |n Whérein said
first3andcemnonalusdividetl byhhe @l an@bpudfishadey, z of fer ed for sale. 1 78. A
method as in claim76, wherein said first and second set of shares are
privaftel y 2 offiEpPRMasselaceonng valye pey share substadially equalva gotientot thypiosy n one or

more @f s a&%ﬁn@ald&ﬁhﬁ@@kfﬁf%n? il fr‘#ggy s v\ﬁ%hgl% ?or%%oﬁ%ﬁ&hﬁu@??%g i d set

mutual funds. 1 80. The erein one or nore
of 1 ndi cessetiepresents a 2 conposite i ndex chosen froma group conprising:

7 the set of one or more indices contains a number N of independent indices, where N

8  1s greater than one; the proxy assets set has exactly N proxy assets; and

9 said step of defining a proxy asset account value further includes, for a particular
10 proxy asset of the proxy assets set, a particular account function for setting a particular proxy
11 asset account value per share substantially equal to the average share value plus a difference
12 between a particular index of the N independent indices and an average of all other indices
13 of the N independent indices, said particular index corresponding to the particular proxy

14 asset.

T 12, The method of claim 1, wherein:

2 an average value per share equals a quotient of the proxy assets set account value of
3 the proxy assets set and the total number of shares of the proxy assets set;

4 a proxy asset account value per share equals a quotient of the proxy asset account

5  value divided by the number of proxy asset shares for a corresponding proxy asset;

6 the set of one or more indices contains a number N of independent indices, where N
7  1is greater than one;

8 the proxy assets set has exactly N proxy assets; and

9 said step of defining a proxy asset account value further includes, for a particular
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3 1) NASDAQ 4 2) S & P 500; 5 3) Dow Jones Industri al Averaﬁe; 6 4) NYSE
Conposite; and 5) Nikkei. 1 81. The method of claim76, furg QCtQ?Gﬁ%QQ“Si ng:
2 E. reevaluating the proxy asset account value according to an account
formul a 3 upon the occurrence of one or nore predeterm ned types of events.
1 82. The nmethod of claim 76, further conprising: 2 E. termnating the

of f erigng Iﬁéygsma ol Ko RS0kt SE12Y Btidfatackoiif HlRfo® fordetdink hipddRulabPraryent ,
wherein said triggering event is chosen froma group of 4 events
conpriilsi rigset scepyntavaiua per akare sibstntiallypeaabioghermvesatepehiepsr dfarg ingliiplis@by 29

Cct obgr 20Q4.. 7 ) : n . val ue. vari.ation i I d set
of i 21 i cés%%ggrg?gﬁﬁgé%sﬁ%Pg%%%gg C‘rl%l?hn?{lﬁng@gﬁ Hl\égclﬁggvcgegsbgtas aéftehsljéﬁla change
i n a set indepondenoindiges.e economi c indicators a change in |evel of risk
reward; a change in the value of the resource pool; and a change in the
prime lending rate. 1 83. The nethod of claim76, further conprising: 2 E

adj ustji ngst he_ﬁé‘dﬁ%&ﬁoﬁé‘éﬁ ngr%gm%ghgas a function of a triggering
S

event, 3 wherein said triggering event "I hosen froma group of events
conpr i2zsi ng: 4 Idefiningrarpartiulap praody aasep benkie esmpridnl P eiarodf Dfirst progy ass2) addi ng
or deleting andndex fromsaid set of indices;6 3)a value variation in said

set of i E@&f?sﬁﬁ%d@ﬁ%ygﬁs‘?thm%&l set of one or nore econonic indicators;8
5)a change 'np%biiﬁﬂl?éa@iluébﬁt!ﬁe’b@x‘@fé&ﬂfp&ﬂ?%ss@@mﬁl[@nge in the prime |ending

rate. 1 84. A set of proxy asset shares generated by a process conpri sing:
1 14.  Themethod of claim 13, wherein the first proxy asset is from the proxy assets set and

2 the second proxy asset is from the proxy assets set.

1 15.  The method of claim 13, wherein the first proxy asset is from a first proxy assets set

2 and the second proxy asset is from a different proxy assets set.

1 16.  Themethod of ¢claim 1, wherein:
2 an average value per share equals a quotient of the proxy assets set account value of

3 the proxy assets set and the total number of shares of the proxy assets set;

4 a complete set of shares satisfies certain conditions and has a complete set number of
5  shares; and
6 the method further comprises at least one of issuing a complete set of shares and

7 redeeming a complete set of shares.

1 17.  The method of claim 16, wherein the certain conditions include for each particular
2 proxy asset in the proxy assets set, maintaining a ratio of shares of the particular proxy asset
3 inthe complete set to the complete set number of shares substantially equal to a ratio of the

4  number of proxy asset shares of the particular proxy asset to the total number of shares.

1 18.  The method of claim 16, said issuing a complete set of shares comprising:
2 increasing the number of proxy asset shares of a particular proxy asset by a number
3 of shares of the particular proxy asset in the complete set, for each particular proxy asset in

4  the proxy assets set; and
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2 a. defining a set of proxy assets; 3 b. defining for said t Qf proxy
assets at |east one proxy asset account val ue 4 responsive ?@@}H@% 0oy e
indices; 5 c. constraining a sumof said at | east one proxy asset account
val ue by a value of 6 a resources pool; and 7 d. defining at | east one set
of proxy asset shares representing clainms on said at 8 | east one proxy
asset saccount in@tastng the 8sourtBepdt withfadpitioxyl rasouedes Shal ffoas sibstGkiallyn 84,
wherein said set ‘g; Frﬁ)xy assets includes 2 a set of illiquid assets,
wher eifn <8P t @Presfuct of the goraplsteset mumbss of shasesypaltiplied iy the gyerage Yalug ey
estate;, 4puhd) privately held corporate stocks; 5 iii) infrequently traded
corporate stocks; 6 iv) a ship; 7 v) an aircraft; 59 29 Cctober 2004
8vi)a rare coin;9vii)a precious genstone; 10viii)a masterpi ece painting;

W x) | ivestock;.12x t hor qughpr ed; apdl3xi)a stream of incone. 186. The set
of prdxy seiEhed Gt ﬁqia?%r STt SITPPIEISE O iRATET CqmRTSnE:

i ndi ces2i ncl udrEreRdify Me nRILRr @%&r?)ﬁgg £QERReE 6 h PARKAIH Pprd SssO by Ptk 0CK
prices;5iii)interest rates; and6iVv)an index representing valués of proxy
asset $ i rofshwsesefthe parpicdaypraxy esset in th@mpltte ssteforghchpatigulagsety asbeies as
in cl imtﬁél \Ahggsgs[\%g?}l(gf at | east one set of proxy 2 assets shares

. LOX
i ncl udes a Plr proxy assets shares and a second subset of proxy

asset 53 shar esletRifS HRireRYrR@PPAS IbYG >£j$57§1i1ttoif@ész;au{tctas bt SfundutRfa@nMnAsset s.
60 TECHNI QUES FOR I NVESTING IN P ASSETS
6  equal to a product of the complete set number of shares multiplied by the average value per

7  share.

1 20. The method of claim 1, wherein each different event of the plurality of predetermined

2 events is a different update time of a set of predetermined times.

1 21.  Themethod of claim 1, wherein at least one index of the set of one or more indices

2 represents prices for a liquid asset.

1 22,  The method of claim 1, wherein at least one index of the set of one or more indices

2 represents prices for a illiquid asset.

1 23,  The method of claim 22, wherein said illiquid assets includes at least one of:

2 real estate;
3 privately held corporate stocks;
4 infrequently traded corporate stocks;
5 a ship;
6 an aircraft;
7 a rare coin;
8 a precious gemstone;
9 a masterpiece painting;
10 livestock; or
11 a thoroughbred.
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ABSTRACT A new form of security designated the proxy asset vi des_risk
managenent capabilities, such as liquid interests in illi qugé%ﬁg‘g’é %‘hﬁ‘nd
econonm ¢ indicators; wthout the deficiencies associated with other types

of financial instrunents. A proxy assets set is defined to respond to one
or nore indices. Each proxy asset has a share value and a nunber |0 of
shares. THe priheymabebéfcldiavEe vhepdinXyledss 98¢ hdsebf the cawiony 8l mbredfdiaés t o a
sum over all proxy assefs of the products of the share val ue and the nunber
of shdr eSPIAFNSANIACHPRLUOVoxy asset account val ue per share is a function
of an index. The function is called an account fornmula. The account val ue
for the entire set of proxy assets is constrained by a value of a resources
pool . 1Thé3pr oxkheasatked efcdamoni4, whierein the in@ecallava t@dprises arcdinegstoviatdiewitic.c ount
15 formul a upan occurrence of each event of a plurality of predeterm ned
event ¢ (Fi gur & “RAY:61

CACA A A A A %n%dibidﬁél-p‘é'r'soﬁf CAVVA?A? AP AT A2 AT AT AT AT AT AT AT AT AT A
CATUA? AT AT AALAL AT AT AT A A AT AL AT A AL ACT AT AT AL AL AT A A A
c?. A?4Ac?. A\ . Auman lghorxguoz.
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14 a spread of different types of interest rates or mortgage rates;

15 a spread in a bid ask price for one or more items on an exchange;

16 an occupational income; or
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2 one of:
3 a class of labor; or
4 a cluster of labor sharing certain characteristics.

1 30.  Themethod of claim 28, wherein said composite index is chosen from a group
2 comprising:

3 1)  NASDAQ;

4 2) S & P 500;

5 3) Dow Jones Industrial Average;

6 4) NYSE Composite; and

7 5) Nikkei.

1 31.  The method of claim 1, wherein the resources pool includes at least one of:
illiquid assets;

income flows;

2
3
4 cash;
5 liquid assets; or
6

an item with present value;
1 32.  Themethod of claim 1, further comprising, trading a proxy asset on an exchange.
1 33.  Themethod of claim 32, further comprising, identifying complete sets among orders
2 for proxy assets of the proxy assets set on an exchange, wherein a complete set satisfies
3 certain conditions.
1 34,  Themethod of claim 33, further comprising, using predetermined order-filling rules
2 to fill orders with at least one of trades among investors and redeeming shares in complete

3 sets and issuing shares in complete sets.

1 35.  Themethod of claim 1 further comprising defining termination rules for ending the
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recelving input from investors indicating one or more candidate indices from which

4  the set of one or more indices is selected; and

th

automatically building the predetermined account formula in response to the one or

more candidate indices indicated.

[,

1 37.  The method of claim 1, further comprising:

2 D. offering at least some of said proxy assets shares for private trading.

1 38.  Themethod of claim 1, further comprising:

2 D. offering at least some of said proxy assets shares for public trading.

1 39.  The method of claim 1, further comprising:

2 D. trading at least some of said proxy asset shares.

1 40.  The method of claim 1, further comprising:

2 D. forming, from said proxy asset shares, a first set of shares configured to

3 experience an increase in value as a function of a positive change in said set
4 of indices; and

5 E. forming, from said proxy asset shares, a second set of shares configured to

6 experience an increase in value as a function of a negative change in said set

7 of indices.
1 41.  The method of claim 40, further comprising:
2 F. shifting value between said first set of shares and said second set of shares as

3 a function of a change in the set of indices.

1 42.  The methed of claim 1, further comprising:

2 D. redeeming at least some of said proxy asset shares.
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4 triggering event, wherein said triggering event is chosen from a group of
5 events comprising;
6 1) a termination of a predetermined period of time;
7 2) a value variation in said set of indices;
8 - 3) a change in rate of return of said proxy asset shares;
9 4) a change in a set of one or more economic indicators;
10 5) a change in level of risk reward,;
11 6) a change in the value of the resource pool; and
12 7} a change in the prime lending rate.

1 44,  The method of claim 1, further comprising:

2 D. adjusting the value of said resource pool as a function of a triggering event,
3 wherein said triggering event is chosen from a group of events comprising;

4 1} a termination of a predetermined period of time;

5 2) adding or deleting an index from said set of indices;

6 3 a value variation in said set of indices;

7 4) a change in a set of one or more economic indicators;

8 5) a change in a level of risk reward; and

9 6) a change in the prime lending rate.

1 45.  The method of claim 1, wherein the account formula includes a leverage factor, and

2 wherein said leverage factor is applied to weight one or more of said set of indices.

1 46. A method for banking investments in a proxy assets set of two or more proxy assets

2 thatrespond to a set of one or more indices, the method comprising:

3 maintaining a database having information indicative of a value for a resources pool,
4 and

5 information indicative of a particular investor account including a particular investor
6  of aset of investors, a particular proxy asset of the proxy assets set, and

7 an investor account number of proxy asset shares;
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1 47. A method for trading on an exchange shares of a proxy assets set of two or more

2 proxy assets that respond to a set of one or more indices, each proxy asset of the proxy assets

3 set having a proxy asset account value and a number of proxy asset shares, a sum over the

4 proxy asset set of the proxy asset account value substantially equaling a value of a resources
pool, the method comprising:

6 presenting to a trader a complete set of shares of the proxy assets set among one or

7  more offers to trade shares of the proxy assets set;

3 wherein a complete set satisfies a certain condition among shares of the proxy assets

g  set

-1 48.  The method of claim 47, said presenting a complete set further comprising

2 mainfaining more than one book window on a trading screen at one time.

1 49.  The method of claim 47 further comprising allowing a trader to set an alert
2 responsive to an average price of a complete set of sell orders satisfying a proxy assets set

3 redemption condition.
1 50.  The method of claim 47 further comprising allowing a trader to set an alert
2 responsive to an average price of a complete set of buy orders satisfying a proxy assets set

3 issuance condition.

1 51.  Themethod of claim 47 further comprising automatically finding a complete set of

2 shares of the proxy assets sct among one or more offers to trade.

1 52.  The method of claim 47 further comprising automatically filling one or more orders

2 to trade proxy assets of the proxy assets set according to predetermined order-filling rules.
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8 receiving a value of a resources pool;
9 receiving a value of an index of the set of indices;
10 evaluating a proxy asset account value according to an account formula responsive to

11 the value of the index and a constraint on the proxy assets set account value by the value of
12 the resources pool, said evaluating performed upon occurrence of each event of a plurality of

13 predetermined events.

1 54. A system for providing a proxy asset set of two or more proxy assets that respond to
2 aset of one or more indices, each proxy asset of the proxy assets set having a proxy asset

3 account value and a number of proxy asset shares, the proxy asset set having a total number

4  of shares equal to a sum over the proxy assets set of the number of proxy asset shares and

5  having a proxy assets set account value equal to a sum over the proxy assets set of the proxy

6  asset account value, the system comprising;

7 A. a network;

8 B. a computer readable medium connected to the network, said computer

9 readable medium storing a value of a resources pool and a number of shares
10 of each proxy asset for each investor of a set of investors;
11 C. one or more bank processors connected to the network configured to compute
12 the value of the resources pool; and
13 D. one or more proxy assets set processors configured for evaluating a proxy

14 asset account value as a function of at least one corresponding index of the set

15 of one or more indices,r and for constraining the proxy assets set account value
16 by the value of the resources pool.

1 55.  Thesystem of claim 54, wherein one or more of said set of indices represents a

2 composite index chosen from a group comprising:
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1 56. The system of claim 54, wherein at least one index of the set of one or more indices

2 represents one or more corporate stocks.

1 57.  The system of claim 54, wherein at least one index of the set of one or more indices

2 represents one or more mutual funds,

1 58.  The system of claim 54, wherein said proxy assets set processor is further configured

2 to offer at least some of said proxy assets shares for private trading.

1 59.  The system of claim 54, wherein said proxy assets set processor is further configured

2 to offer at least some of said proxy assets shares for public trading.

1 60. The system of claim 54, wherein said proxy assets set processor is further configured

2 totrade at least some of said proxy asset shares.
1 61.  The system of claim 54, wherein said proxy assets set processor is further configured
to:

form, from said proxy asset shares, a first set of shares configured to experience an

2

3

4  increase in value as a function of a positive change in said set of indices; and

5 form, from said proxy asset shares, a second set of shares configured to experience an
6

increase in value as a function of a negative change in said set of indices.
1 62. The system of claim 61, wherein said proxy assets processor is further configured to

2 shift one or more of said proxy assets between said first set of shares and said second set of

3 shares.
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4 terminate said offer of said proxy asset shares as a function of a triggering event,

5  wherein said triggering event is chosen from a group of events comprising:

6 1) a termination of a predetermined period of time;

7 2) a value variation in said set of indices;

3 3) a change in rate of return of said proxy asset shares;

9 4) a change in a set of one or more economic indicators;
10 5) a change in level of risk reward,
11 6) a change in the value of the resource pool; and
12 7 a change in the prime lending rate,

pu—y

65.  The system of claim 54, wherein said proxy assets set processor is further configured

2 to
3 adjust the value of said resource pool as a function of a triggering event, wherein said
4  triggering event is chosen from a group of events comprising:
5 1) a termination of a predetermined period of time;
6 2) adding or deleting an index from said set of indices;
7 3) a value variation in said set of indices;
3 4) a change in a set of one or more economic indicators;
9 5) a change in a level of risk reward; and
10 6) a change in the prime lending rate.

1 66. The system of claim 54, wherein the account formula includes a leverage factor, and

- 2 wherein said leverage factor is applied to weight one or more of said set of indices.

1 67.  An apparatus for banking investments in a proxy assets set of two or more proxy
2 assets that respond to a set of one or more indices, the apparatus comprising:

3 a computer readable medium for storing information indicative of a value for a
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110 4)0& (tgle: resources pool; and

11 receive over the communications link a proxy asset account value per share

12 responsive to an index of the set of one or more indices for each proxy asset of the proxy

13 assets set.

1 68.  Anapparatus for trading on an exchange shares of a proxy assets set of two or more
2 proxy assets that respond to a set of one or more indices, each proxy asset of the proxy assets
3 set having a proxy asset account value and a number of proxy asset shares, a sum over the
4  proxy asset set of the proxy asset account value substantially equaling a value of a resources
5  pool, the apparatus comprising:
6 a display device; and
7 one or more processors connected to the display device, the one or more processors
8  configured to present on the display device a complete set of shares of the proxy assets set
9  among one or more offers to trade shares of the proxy assets set;
10 wherein a complete set satisfies a certain condition among shares of the proxy assets

11 set.

1 69.  An apparatus for managing a proxy asset set of two or more proxy assets that respond
2 to aset of one or more indices, each proxy asset of the proxy assets set having a proxy asset
3 account value and a number of proxy asset shares representing equal claims on the proxy

4  asset account value, the proxy asset set having a total number of shares equal to a sum over

5  the proxy assets set of the number of proxy asset shares and having a proxy assets set

6  account value equal to a sum over the proxy assets set of the proxy asset account value, the

7  apparatus comprising:

8 a computer readable medium for storing a value of a resources pool and a value of an
9 index of the set of indices; and

10 one or more processors connected to the computer readable medium, the one or more
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13 value by the value of a resources pool, said evaluating performed upon occurrence of each

14 event of a plurality of predetermined events.

1 70. A computer program product for banking investments in a proxy assets set of two or
more proxy assets that respond to a set of one or more indices, the computer program

product comprising:

LS VS B S

a computer readable medium for storing information indicative of a value for a

wn

resources pool, and information indicative of a particular investor account including
a particular investor of a set of investors,
a particular proxy asset of the proxy assets set, and

an investor account number of proxy asset shares; and

e e -1

instructions stored on the computer readable medium, said instructions for causing
10 one or more processors to send over a communications link a signal indicative of the value
11 of the resources pool; and

12 receive over the communications link a proxy asset account value per share

13 responsive to an index of the set of one or more indices for each proxy asset of the proxy

14 assets set.

1 71. A computer program product for trading on an exchange shares of a proxy assets set
2 of two or more proxy assets that respond to a set of one or more indices, each proxy asset of
3 the proxy assets set having a proxy asset account value and a number of proxy asset shares, a
4 sum over the proxy asset set of the proxy asset account value substantially equaling a value
5  ofaresources pool, the computer program product comprising:
6 a computer readable medium; and
7 instructions stored on the medium for causing one or more processors to present on a
8  display device a complete set of shares of the proxy assets set among one or more offers to
9  trade shares of the proxy assets set;

10 wherein a complete set satisfies a certain condition among shares of the proxy assets

11 set.

1 72. A computer program product for managing a proxy asset set of two or more proxy
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2 assets that respond to a set of one or more indices, each proxy asset of the proxy assets set

3 having a proxy asset account value and a number of proxy asset shares representing equal

4  claims on the proxy asset account value, the proxy asset set having a total number of shares
5  equal to a sum over the proxy assets set of the number of proxy asset shares and having a

6  proxy assets set account value equal to a sum over the proxy assets set of the proxy asset

7 account value, the computer program product comprising:

a computer readable medium for storing a value of a resources pool and a value of an
9 index of the set of indices; and
10 instructions stored on the computer readable medium causing one or more processors
11 to evaluate a proxy asset account value according to an account formula responsive to the
12 value of the index and a constraint on the proxy assets set account value by the value of a
13 resources pool, said evaluating performed upon occurrence of each event of a plurality of

14  predetermined events.

1 73. A signal transmission for banking investments in a proxy assets set of two or more
2 proxy assets that respond to a set of one or more indices, the signal transmission
3 comprising:

4 a carrier wave for transmitting signals;

Lh

signals transmitted on the carrier wave indicative of a value for a resources pool;

signals transmitted on the carrier wave indicative of a particular investor account

-1 N

including a particular investor of a set of investors, a particular proxy asset of the proxy
8  assets set, and an investor account number of proxy asset shares; and
9 signals transmitted on the carrier wave indicative of instructions to cause one or more
10 processors to send over a communications link a signal indicative of the value of the
11 resources pool; and
12 receive over the communications link signals indicative of a proxy asset account
13 value per share responsive to an index of the set of one or more indices for each proxy asset

14  of the proxy assets set.

1 74, A signal transmission for trading on an exchange shares of a proxy assets set of two
2 ormore proxy assets that respond to a set of one or more indices, each proxy asset of the
3 proxy assets set having a proxy asset account value and a number of proxy asset shares, a

4 sum over the proxy asset set of the proxy asset account value substantially equaling a value
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3 proxy asset account value and a number of proxy asset shares representing equal claims on

4 the proxy asset account value, the proxy asset set having a total number of shares equal to a

5  sum over the proxy assets set of the number of proxy asset shares and having a proxy assets
6  sct account value equal to a sum over the proxy assets set of the proxy asset account value,

7  the signal transmission comprising:

8 a carrier wave for transmitting signals;

9 signals transmitted on the carrier wave indicative of a value of a resources pool and a

10 value of an index of the set of indices; and

11 signals transmitted on the carrier wave indicative of instructions for causing one or
12 more processors to evaluate a proxy asset account value according to an account formula

13 responsive to the value of the index and a constraint on the proxy assets set account value by
14 the value of a resources pool, said evaluating performed upon occurrence of each event of a

15 plurality of predetermined events.

1 76. A method of providing shares in a proxy asset set, each proxy asset in said proxy
asset set having a proxy asset account value, said method comprising;
A, defining a proxy asset set account value equal to the sum of the account
values of all proxy assets in said proxy asset set, including constraining said
proxy asset set account value by a value of a resource pool;

B. offering a first set of shares representing claims on a first subset of said proxy

e B - T I R e

assets, wherein said first set of shares experience an increase in value as a
function of a positive change in said set of indices according to a first

9 formula;
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2 composite index chosen from a group comprising:

3 1) NASDAQ;

4 2) S & P 500,

5 3) Dow Jones Industrial Average;
6 4} NYSE Composite; and

7 5) Nikkei.

1 81.  Themethod of claim 76, further comprising;
2 E. reevaluating the proxy asset account value according to an account formula

3 upon the occurrence of one or more predetermined types of events.

1 82.  Themethod of claim 76, further comprising:
E. terminating the offering of said proxy asset shares as a function of a
triggering event, wherein said triggering event is chosen from a group of

events comprising;

L I "L

1) a termination of a predetermined period of time;
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8 least one proxy asset account value.

1 85.  The set of proxy asset shares as in claim 84, wherein said set of proxy assets includes

2 aset ofilliquid assets, wherein said set of illiquid assets includes one or more of:

3 i) real estate;

4 | i} privately held corporate stocks;

5 -iil)  infrequently traded corporate stocks;
6 iv) a ship;

7 V) an aircraft;
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1 87.  The set of proxy asset shares as in claim 84, wherein said at least one set of proxy
2 assets shares includes a first subset of proxy assets shares and a second subset of proxy asset

3 shares representing opposing positions in the set of proxy assets.
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TECHNIQUES FOR INVESTING IN PROXY ASSETS

ABSTRACT

A new form of security designated the proxy asset provides risk management
capabilities, such as liquid interests in illiquid assets and economic indicators, without the
deficiencies associated with other types of financial instruments. A proxy assets set is
defined to respond to one or more indices. Each proxy asset has a share value and a number
of shares. The proxy assets have a proxy assets set account value equal to a sum over all
proxy assets of the products of the share value and the number of shares. At least one proxy
asset account value per share is a function of an index. The function is called an account
formula. The account value for the entire set of proxy assets is constrained by a value of a
resources pool. The proxy asset account value is reevaluated according to the account

formula upon occurrence of each event of a plurality of predetermined events

(Figure: NA)
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