10

15

SYSTEMS AND METHODS FOR VOLUME CLEARI NG | N ONLI NE

TRADI NG OF CREDI T DERI VATI VES CROSS REFERENCE TO
WORBMADEBR7APPLI CATI ONS [ 0001] Thi s patent appl i BEX/US2008/074186

claims priority to U.S. Provisional Application No.

60/ 988, 009, filed Novenber 14, 2007, and U.S.

Provi si onal Application No. 60/957,823, filed August

24, 2007. [0002] This patent application is a

conti QD=4 N-PAar [ [ '
Tor oY B19Vs RSB rHODS FORVOLENIE RicEakinG
Appl i cIN ONNMINEFRADING OF CREDIPDERIV £PPVESNd
U S. Patent Application No. 11/837,159, filed August
10, 2007, all of which are continuation-in-part
applications of U S. Patent Application No.
10/ 316, 167, filed Decenber 9, 2002. [0003] Each of the
af or ement CROSS REFERENGEIO REILATED APREIEATIONS
i ncorporated by reference herein inits entirety.
[000] ELEhiOFpakéle apMENTLONILRROHrioEmp ol MeRt sprelisioi®l Application No.
present 1nvention relate generally to online trading
601988.008, 1B NI e3[4/ 3801 ama ESCPRRRRLA Afblidaich}o. 607957823, filed
Vol | earing during online trading of credit
Aug P07y 65 | BACKGROUND OF THE | NVENTI ON [ 0005] The
rel at ed applications have di sclosed an online trading.
[0003], st Bin$ tnasant swpphigiéion ignd feorématipRypi-e3i6 rafntsS: oRasentt Application No.
i nefficient deal er-broker paradi gmof convention
10/964.,6209. tfileld Septambere2he0két U.SAPatena A pelieation d¥e. clO¥¢8dl 1A gfiled October
platformand a suite of online and offline features, a
1, 2002 ged DWSTIRken® fA fhEiohtRmSNOY 1 I/83Wi 399 fitdd RDksst Moy2007adR of which are
credit derivatives in astreamined fashion, that is,
contmuﬁmgfn—ﬁel?@a i'cé)c_'[onls IO L QU R0% A _pliEﬁgﬂn‘N@.l l'g?ﬁ%,l@,r ﬁﬁhsl)ecember 9,
 ack of 'standardi zed docunentation, slow dissem nation
20@?f pricing information.

[0003] Each of the aforementioned related applications is hereby incorporated by reference

herein in its entirety.

FIELD OF THE INVENTION

[0004] Embodiments of the present invention relate generally to online trading of financial
instruments. More specifically, the present invention relates to systems and methods for

volume clearing during online trading of credit derivatives.

BACKGROUND OF THE INVENTION

[0005] The related applications have disclosed an online trading system that brings
significant improvements over the inefficient dealer-broker paradigm of convention credit
derivative market. With an electronic trading platform and a suite of online and offline

features, a large number of dealers or trading clients may trade credit derivatives in a
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[0006] On a high enough Ievel, electronic trading of
credit derivatives is simlar to electronic trading of

W@ t@okz9sor ot her exchange-traded financial i nsPCT/IBI0SE074186
in that a central conputer or electronic system
typically facilitates trades anong renotely situated
traders. However, the simlarity does not go nuch
beyond that. [0007] Credit-derivatives, such as credit
def aul t products are typically over t he- count er (OTC)

strea%nqﬁlte{l Jorl eti(ﬂgt L at elqlqupctjheerf)}lgrr %cfi)%l t10 s %¥ g%gna%lzgd rparkets lack of

ive arge’inst
|t derivati by definition nust reference a
standaflieg feeumFniahioh s dlssermariond R8T TREOYr i ce and
value of the credit derivative is based. Therefore, '
[000pkf oPe ajhighceneuple lavela dlsdtrenie tredingiof aredit deduatives isesdinglar to electronic
derivative position nust be defined in nmuch greater
tradidgtodiistockhanothabéidhasgeockded fGraadiat indenineat iiv @mt are@nahls@mputer or
fairly illiquid, unlike public stocks which are nore
electrdr€ s§4idra1thhiBalGO rAMNHA: @8des] HAOY rehRel§r@dhded traders. However, the
derivative marKet is also unique in nmany different

Slmlwﬁy}g%oe'grngg%g ﬁlgPI?t’%‘)ﬁgdtm credit derivative nmarket has

een ani zed or regul ated as stock
bond ket s
000 e R T et AT R odERe sk By overhe counter
derivative market is much spaller than that of pub

(OTG} epitigcts PReptintdsang entsaer inge brdeaders en Pﬁléalfu@xfnvs&tw%lff 1arge institutions.
trades of credit derivatives. At the sane tinme, there

For aasmplecn crodit efengativeaby | dafigetiar ades referegoem third party upon whose
perceived desire for large trades may artificially

creditwbithigesah@pticd mgl v fvebsthercrédieddrBladte wehaged NBhdrefore, before it can
credit derivative market. [0009] In view of the

be tth@IRAO RGhicalll, éﬁ%M RelURR ROk d et RI R HAEE in much greater detail
significant problens and shortcom ngs associ ated w ﬁ

CUL T dj [
than a%%[f.ag{olc%/ ﬁf‘%ddﬁf?{'hﬁ@%‘% %y s% fal ngﬁﬁ@?h%&%fpo%gw\% cks which are
L %W'% durlng anl i ne tradlng of credit derlvatlves
Hm“% ke lyngdlcommotiiehne particular exenpl ary embodi nent,
conputer-i nmpl emented nmethod for volune clearing in
[000§h ohhei redit degtriatige gyees i B0 wrieen in ey diieicpiesaypaylraditionally, the

conprise: selecting, from
credit derivative market has not been as well organized or regulated as stock exchanges or bond

markets. The user base (or the number of potential counterparties) of credit derivative market
is much smaller than that of public stocks. There is a need to increase the number of trades of
credit derivatives. At the same time, there has been concerns that large trades or even a
perceived desire for large trades may artificially influence pricing levels in the relatively small
credit derivative market.

[0009] In view of the foregoing, it may be understood that there are significant problems and

shortcomings associated with current credit derivative trading techniques.
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a plurality of credit derivatives, at |east one nost

liquid credit derivative that has either been traded
w@ero9ezas7t radi ng interest in the online tradi NECEHYS10081074186

during a predetermned tine period; determning a

volume clearing price level for the at | east one nost

l[iquid credit derivative based on: an availability of

a last bid, a last offer, eB-a |ast trade associ ated

with the at | east one nost liquid credit derivative, a

timng relati onsg &Qg pg;ﬁg ﬁe | ast
of fer, and the | 96P%ﬁ€iﬁ d nd price

level s of the Iast bi d, the | ast of fer, and the | ast
[0010] ad®ystents andamnttabdeforivolunid ¢lgaringadliring ailline mitadin@foftchelit derivatives
el ectronic trading systemto submt, within a tine

are dlédi@sted BHY¥ne ﬁ)ﬂﬁfcﬁla@@gerﬁﬁlhfy &ﬁ@&ﬁﬁeﬁt‘)ﬁ cbhguit- nhﬁféﬁfenféﬂ%nethod for
nmost liquid credit derivative at the vol ume clearing

volu gsc:fe?lé hg\ﬁ? %nb %E%ﬂiﬁg%ﬁﬂi‘:ﬁ 53}(:2] QE‘LO c{)ra()fli?%% Flgé‘s;rﬁ%f ?caﬂélgﬁéen %‘I@Ctmg, from
o PR ORTER I Pt 1B PenaR oL pregh defpt el iy cither been

credit derivative that can be traded at the vol une
tradeg) rpehigaging ederegvethe eHimedBRmze PR durigesprageteryaned time period;
volume clearing price |level according to the matching
detewmfininigea volpner dearsngapded heeek &irl theratideast op®@ickj lignid credit derivative
anot her particul ar exenpl ary enbodi nent, an el ectronic

basell badAmgy aslySiligndf 1asuted] 4 1astesficy 2driavies iy aSbiatddSEith he at least one
processor; at |east one storage devi ce coupled to the

mostpﬁ & erefit defivHRE! a i.n%% Ife?a?@n Q% Ihg_lﬁsft‘ Bid E}féqgﬁ%@f‘er and the last

one or nore conmurii cat i O vvher el n

tradeD fo avaslsbq an% argc%qftzv% S (gcfo tPC ?anFHf}l' ﬁlel st er anp%he dSe if available;

one 'St or age “device an e ugér ade 0 exe
i ns ctigns t erformthe fO||0MAn t asks
invitg %ﬂ% g?lerrtﬁ St he IeﬁFﬁmFttfﬁdH?g ¥ o &@?mvafwt@gga tigpe limit, buy
| east one nost liquid credit derivative that has
ordegsj aridesellipuders forntie dit dnassermnmpstdifiund) ciedit eleggativierptithe volume clearing
el ectronic trading systemduring a predetermned tine
priceplerelodgchdetyssrdemirngl] avddruspeciBiligas idagredrniotemd; augthih@ithe buy orders
the at least one nost liquid credit derivative based

and @1@ ‘selRBrdd¥sadubatiitdd % ihif ftheétima $itmiPlotmaxamli RSt toffl h8fiena®hmBunt of the at
| ast trade associated with the at | east one npbst

least Ing Lf):ugst ﬁﬁ@g a:'ire(ﬂﬁciénl\é J{Vﬁl]a% &ntﬂeq} d ﬁ? }ﬁ@t\)o%éqélgagﬁ&ﬁ?g:e level; and

ast ast tra

om0 TRRE 0 PULEE B L AR B9 ot oy
orders and the sell orders.

[0011] In another particular exemplary embodiment, an electronic trading system of credit
derivatives may comprise: a processor; at least one storage device coupled to the processor; a
user interface coupled to the processor via one or more communication networks; wherein the
processor is adapted to communicate with the at least one storage device and the user interface
to execute instructions to perform the following tasks: selecting, from a plurality of credit
derivatives, at least one most liquid credit derivative that has either been traded or seen trading

interest in the electronic trading system during a predetermined time period; determining a
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trading clients of the electronic trading systemto

submt, within atinme limt, buy orders and sel
wor@endsfor the at | east one nost |iquid credi PCT/US2008/074186

derivative at the volume clearing price |evel, each

buy order or sell order specifying a desired vol une;

mat chi ng the buy orders and the sell orders submtted

within the time limt to megtim ze a total notional

amount of the at |east one nost liquid credit

Volugl%r(I:Igaarfnévglilceh%valcﬁ)r t%? ea{t lgads? gnost %tqu% clilre 1tcde? Vatlvegbased on: an

conp i g £f'a
arl e | eve| according to the nat of t
avaﬂﬁbﬁ ity pLE G hidga tak ol Fr 8B Rade popatpd i ?%blr%%tr?é‘F most liquid

artlcular exenpl ary enbodi nent, a
credlé geprateie. b iplagreelaenshipt weeng be Tys6 Ibighrghe: lastefiferg and, thenlast trade, if
online trading systemof credit derivatives may
availablpandsgriceslevac bf thg last ad, tlof lastr efthirt ardiethe Vat trads if aWwadable; inviting
sel ecti on being based on dealer interest in and market

tradiBg tclivith o€ sheofle@Asmie Bhdihpeyfeh t8fsubmRARvithBes tiMRUIMRSbuy orders and
during a predetermned tinme period, thereby resul ting

sell @cﬁ%? ﬂ‘fe Ahdake ?IIIJ In FkLul& @Ieﬁltqerlgﬁt?\%' dt éﬂé’a%l\éﬁltel c‘f@a‘?‘mg price level,

ecte rent peri o I nvi

eachét{y%%r{l] Clslta r(])fr] 5%{)e t u}g ?ﬁ%stlrreg 6156[1 gga'éélﬁ%&géﬂy orgers and the sell
orders for the selected set of credlt derivatives

ordegsawhpitss withir the fiersi Hgitrig maxhnire rtotd nafienah agieunt ¢fcthe at least one
volunme to buy and each sell order specifying an offer

mosipliquid enedit adediygiivee thay odannke ttadsed|at ; theletodume milgagingnprice level; and
auction price for each of the selected set of credit

complefiny atadsest thasedurae cldaginp yyicoridw sacandirigh® el thatching of the buy
orders submtted within the tine limt, such that a

Onwhgﬁﬁkhyggmgaag amount of trades that can be executed
at the auction price is the Iargest possi bl e and a

tl ders.d
[OOIEfma]:n e\ée? nggﬂ%l %@BH@%( gg%{lﬁﬁlér E(g %1[ t$ lﬁlbcson?pu"t%} 1mle%ented method
rs and the S orders that c conpl eted at .
for \PHENDE I e F.traﬂmﬁrsr/e‘ém S e By Ty Corprise: selectng a
vol unecl earing session with a volunme clearing price
set of stedit deaivativesy the seleeteannhamegibasad on glgalpr ingasest ith and, glagleg activities of
cl earing session including at |east a second subset of
eacht dfethbuyt off dedis danchtivhe dsehd aqmelietesntidealt titha\periodit thixeby resulting in
filled in the execution of the first subset. [0013] In
potefiidllyl diffBRhh@ks PRdrEdiE dérratiOXEhaIh @EdleRFORM IdRAEnt tARe periods; inviting

el ectronic tradi ng system of
trading clients of the electronic trading system to submit, within a time limit, buy orders and
sell orders for the selected set of credit derivatives, each buy order specifying a bid price and a
desired volume to buy and each sell order specifying an offer price and a desired volume to
sell; determining an auction price for each of the selected set of credit derivatives based on the
buy orders and the sell orders submitted within the time limit, such that a total notional amount
of trades that can be executed at the auction price is the largest possible and a total notional

amount of unfilled orders is the smallest possible; executing a first subset of the buy orders and

the sell orders that can be completed at the determined auction price; and launching a volume
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credit derivatives may conprise: a processor; at |east
one storage device coupled to the processor; a user
WO nioe2®ce coupl ed to the processor via one orP@DUR2008/074186

conmuni cati on networks; wherein the processor is
adapted to communicate with the at | east one storage
device and the user interface to execute instructions
to performthe followi ng tasks: selecting a set of
credit derivatives, the selection being based on

cteaEASKhTY A 53l b e SRApIRTHEL 1865 N8 BB Ry e, e
ti period, thereby resulting in potentially

volugercfeaBR sesiang nelndiE gl fopsferacong ufbet fﬁﬁ%éﬂ% erdgesang the sell orders
for different time periods; inviting trading clients

that pgvetrigb bedndgitadgnithe axeadtionpidhstispsubsetsubnit, within a
time limt, buy orders and sell orders for the

[0013¢I dlat edl seithafpatiedart exderplagtdmeslimeac hn ilnctronidetrading system of
specifying a bid price and a desired volune to buy and

credRagehiva@ids Rhfeon§RRE] hYprogesadt; Qf fiedst Rink CRo@BE dvice coupled to the
desired volune to sell; determ ning an auction price

. e edi t Lvat | : .

procp b ST hert e O G E ke R e Sl o Bl sk ifasign networte:
Wthin the time limt, such .that . ot not i onal .

Wher&%@‘ﬁtpr%‘fesiqr ad é@aH“’;HaEO %OWB‘ECHQ% @V&@t ti%a agheaﬁ%%leaiﬁ%fﬁﬁ% flevice and the
price is the | argest possible and a total notional )

user Apfsiinge (9f SXGAME INBRrcHPRfetosParorMHBe JapWing ttagksssslqstiag a set of credit
executing a first subset of the buy orders and the

deriwg@ives, thradwilestivh eing drasdseorc degidrantedesain aemdekeeagtivigay of each of the
auction price; and launching a volune clearing session

set ofl drédiadsdladies sy b pgeddrognddetnat pefbd,t BeteBe resulting in potentially
determ ned auction price, the volune clearing session

diffelde |sHdi ST%rddic beRvdivas PEmeNdicettset dﬁfer&ﬁl_etirﬁé‘éoeﬁmj@ lifviting trading
and the sell orders that have not been filled in the

clienﬁ?«%‘étg% iel%?tr?xﬁcé Erlgl%ig% igr s%m%’I ?éo%tnh aLng%é]t%%;l?na}rt,:lgugfmrﬁgjs and sell orders

and me
[nvention is that they facilitate pore efficient . .
for the SEFHERTE st hACBRUSPRAREh Bt PUAE PRSI frbtieprice and a desired
conput ers andcommuni cations systens. Another technica
volupref tochuyofnd pechs§edl eider apefifiyitehait 9ffer pripe apd ésdgstred volume to sell;
invention lies in the specialized conputer and
detemanimgrincaciioan pdeviot eschaoitths célbvtad setpf egrditnderivh@tesrhayed on the buy
be configured and deployed to carry out the volune
ordefsl 8ArthO@elf bRIGE ABEIGHSHIRHAHe figfeSiMit, such that a total notional amount of
trades that can be executed at the auction price is the largest possible and a total notional
amount of unfilled orders is the smallest possible; executing a first subset of the buy orders and
the sell orders that can be completed at the determined auction price; and launching a volume
clearing session with a volume clearing price level set to the determined auction price, the
volume clearing session including at least a second subset of the buy orders and the sell orders
that have not been filled in the execution of the first subset.

[0014] One technical effect of the systems and methods of the present invention is that they

facilitate more efficient electronic trading of credit derivatives on modern computers and
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[ 0015] The present invention will now be described in
nore detail with reference to exenplary enbodi nents
wo b@vmeesfs7as shown in the acconpanyi ng drawi ngsPCTiE1068/074186
the present invention is described below wth
reference to exenplary enbodi nents, it should be
understood that the present invention is not |imted
thereto. Those of ordinary-skill in the art having
access to the teachings herein will recognize
com Bl BB AR 3 RALIRR of B P P ipr s gthe presen
. W.thjn the scope of the present invention as deacr%bed
1nve11|téqne116|:§’ mé ol SRt 1ZF%§%1@EWC{ an Qrgﬁlu{lﬁ%u% %%Vé(ﬁ‘.ﬁ and software programs
invention may be of significant utility. BRIEF
that pESAR PAGNIEF aqdde PRl KNGS @L6Th Folomgeglearing functions disclosed
facilitate a fuller understanding of the present
hereinnvent i on, reference is now made to the acconpanyi ng
draw ngs, in which like elenents are referenced with

[0015] keTmu ?_ﬁé’séﬂts invdMese vl adwde a8RHbel MRtmbR 8QRSt iR deference to
as limting the present invention, but are intended to

exerxﬁﬁ?&%dﬂﬁé{ntg Me¥eof [agl%llg‘]vn Rl & : 2 cggllp?n\)g{lggf%%sdl }]Vghile the present

ustrating an exenplary cre ve tr

. systemin accotrdance .wth. one enbodi nent of .the .

inve L Gt dPeEAe PERS Tt afteRRes 8 R EP v, gmbRdifents. it should be
illustrating an exenplary nmethod of facilitating a L

understaes et therPraienhinyentrn isyof dmitse treto. 1Thase g€ 85%@?&?1 @kill in the art
W th one enbodi nent of the present invention. [0019]

havigg @ce$ toghategdriegnhestiotwillirtapghizaiddigional impkempingtives, oetlifications,
of displaying a request to upsize a trade in

and ambodidrRAGe awvidl @nethentioldk e nise,0fhicherrp ias@nthe scope of the present
invention.[0020] FIG 4 is a screenshot illustrating

inveRbre %€ ARl Rb¥Yd REM darddotvitlli SReRY kO G HidiAdR prREGH TRIdi®Bn may be of
that includes an option for volunme clearing in

. rdance wi th one enbodi nent of the present
agn?%%%ﬁ%%%ﬁ. [0021] FIG 5 is an exenplary screen shot
of a display that can be used to inplenent vol une

clearing i n SRINKIBRESERIPTIONOFSTHBEDHRAWINGSt he
present invention.

[0016] In order to facilitate a fuller understanding of the present invention, reference is now
made to the accompanying drawings, in which like elements are referenced with like numerals.
These drawings should not be construed as limiting the present invention, but are intended to be
exemplary only.

[0017] FIG. 1 is a diagram illustrating an exemplary credit derivative trading system in
accordance with one embodiment of the present invention.

[0018] FIG. 2 is a flow chart illustrating an exemplary method of facilitating a transaction
within the system of FIG. 1 in accordance with one embodiment of the present invention.
[0019] FIG. 3 is a screen shot illustrating an example method of displaying a request to

upsize a trade in accordance with one embodiment of the present invention.
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[0022] FIG 6 is a chart that illustrates one exanple
of the matching of orders received in a vol une
W@ b@an2esgl session. [0023] FIG 7 is a fl ow chaP€T/US2008/074186
depi cting an exenplary nethod of determ ning a vol une
clearing price |level based on bids and offers
subm tted by participants. [0024] FIG 8 shows two
tables illustrating an exenplary nethod of deternining
a volunme clearing price level in accordance with one
qﬁkge t. of the present inventiQn. 02 F 9A IS .
[002§ﬂbexenpjl;] b ya Sereendt og ha Pgtlra}tllnés IE‘ aetxlf:{)]lgiag%wr%‘]éthocll %or cﬁ‘splgylng trade
info%h%?&ﬁg&?%n%ﬁggé lifé;gxl q%gq,lfflg%@% i%;lcggr gtg:%:{vsirthsorllenembodiment of
invention. [0026] FIG 9B is an exenplary screen shot
the prgsenisinreittiong how a parti ci pant may perform vol une
clearing in accordance with one enbodi nent of the
[002p] esHEGL Siinweatdngrary[sOf2iT phdtloBGa dGldysharcasbe mpddatoyimplement volume
screen shot illustrating the results of a vol une

clearfn LAl cBEHd 8RS S it o e nMSh SR 1HE eheprbfenOMQe@igaodi ment  of
the present invention. [0028] FIG 10 is a flow chart

[002%13' Usitd, &tik A%haR tﬁﬁqmtﬁfﬁoﬁg@t&% o t@@ﬁfa%lﬂg’lﬁ SHders received in a
rket order volune clearing in Bccordance Wt h One
1en‘ogdi.ment of the present invention. [0029] FIG 11 is

Vol ‘S BRB e deci si on tree for determning a vol une
clearing7price | evel for a market order vol une o

[0023] e lGrg seddiom chart gkpistinaiBecxfinmary yacthad o dpisimigpg a volume
the present invention. [0030] FIG H A shows a table

cleatfin gsprigedeet &agsid anybighy indeofeendmiitel ynpartitipantesul t ant
vol une clearing price levels in accordance with one

[002¢boEiGT8Ndhoofs tivbaalilee HRREratinpvanétedipl {19 GddthodbfdetttnBning a volume
shows a table presenting exenplary trading data

cleaﬁx%@%&qe\‘}e@ il £&brd¥REK R ith BhAEMbYAAELGhEBrbad iBRABLLNS -
[ 2] FIG 12 is an exenplary decision tree for

[0024F" iF WA'G & YQLUAE GLERK LG ALIERLBYS) o bESRRARRY be solicted

enaril O$ In apco ce w !
TS NSNS Ce
[0022]0nt121%|. 9B is an exemplary screen shot illustrating how a participant may perform
volume clearing in accordance with one embodiment of the present invention.
[0027] FIG. 9C is an exemplary screen shot illustrating the results of a volume clearing
session in accordance with one embodiment of the present invention.
[0028] FIG. 10 is a flow chart illustrating an exemplary method for performing a market
order volume clearing in accordance with one embodiment of the present invention.
[0029] FIG. 11 is an exemplary decision tree for determining a volume clearing price level
for a market order volume clearing session in accordance with one embodiment of the present
invention.

[0030] FIG. 11A shows a table listing exemplary price scenarios and the resultant volume

clearing price levels in accordance with one embodiment of the present invention.
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wi ndow i n accordance with one enbodi nent of the
present invention. [0034] FIG 14 is a screen shot
wa@ bawiozg7an exenpl ary di splay of Top-5 singl e PerEs20081074186
accordance wi th one enbodi nent of the present
invention. [0035] FIG 15 is a screen shot show ng an
exenpl ary volune clearing window a trade client may
see during a market order v8lune clearing session in
accordance wi th one enbodi ment of the present
Lhventd on, [0036] ElLG 16 s flogw chart id]ustratin
0031 G B YRR h ot S e SrerPitycPRhe grle B |t marker
accordance wi th one enbodi ment of the present
Orderﬁ‘\’/léﬁ‘t:icgqﬁ‘?lnﬁé‘%?éﬂls-Fl G 17 is an exenplary decision
tree for determning an auction price for limt order
[0032b Uit dRdarn sgemplage desisder tree (irtdstasmenipgrd o@lumnheleaing price level
the present invention. [0038] FIG 18 is a screen shot
in cestaovicaigpreon i xeoplaacy with lonerembbdiatenngf the pobeent antene ce
client may see during the order subm ssion phase of a

[003B] M FIARNIEE a Y@keeHTEN R kBRI D Gn $REGPIAR: mhARBSIderV§umd2daSing control
a screen shot showi ng an exenpl ary vol ume cl earing

windih W tabd RYGAE bR e R BT AL hRgnl ure
clearing phase of a Iimt order volunme clearing
ssi.on.. [0040] FIGs. 20-25 show nyneri.cgl e les. o .
10033F 5 SRR 14 R gk s BR 1 Tty G e gt Tepgh sindle names in
tree of FIG 17. [0041] FIGs. 26A-C show a nuneri cal
accogdagppithoge eppbpdmenheiige areseidayedHopri ce i n accor dance
W th one enbodi nent of the present invention. DETAI LED
[003BESCRCRPTH G\r QFFecTHEOt MVENTE ON{edpa)y vBhimadileamgswioflowgrade client
present invention provide for an online trading system
may fsed diifinpanaiaddet brdet Kol Seanind sp&idn @Ulcadrdance with one embodiment of
functionalities for electronic trading of credit
the fi&kh¥alé@n: Preferred enbodiments of the present
invention further facilitate creative trading

00T SR L6 P AL B A o slume

tradabl e credit spread fixings, nmarket order vol une
Clea%qgelé‘raicﬁ%r,da%?d" ifh ‘ﬁ‘? e‘@?@é‘?‘ew&? H}?epr‘éﬁieébﬂv%qon'

[0037] FIG. 17 is an exemplary decision tree for determining an auction price for limit order
volume clearing in accordance with one embodiment of the present invention.

[0038] FIG. 18 is a screen shot showing an exemplary volume clearing window a trade client
may see during the order submission phase of a limit order volume clearing session.

[0039] FIG. 19 is a screen shot showing an exemplary volume clearing window a trade client
may see during the volume clearing phase of a limit order volume clearing session.

[0040] FIGs. 20-25 show numerical examples of six scenarios referenced in the exemplary
decision tree of FIG. 17.

[0041] FIGs. 26A-C show a numerical example for determining an auction price in

accordance with one embodiment of the present invention.
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Credit Derivative Trading System[0043] FIG 1 is a
diagramillustrating an exanple credit derivative

wo e@diozg7syst em 100 i n accordance with one enbPdi/De2008/074186
of the systens and net hods descri bed herein. System
100 may conprise a credit derivative authority 102
interfaced with a database 104. Database 104 nmay, as
illustrated, actually conprbPse one or nore databases
dependi ng on the enbodi nent. The credit derivative
authority Hidr RiVeBinRsCRIPTIGN'GE SR N Y EAAd
106. [0044] In one enbodi nent, the network 106 may be

[0042he Embedinehts afl tHeopgherit hievargionopdovidecfonay: belimenyradiyigesystem for
of wired or wireless Wde Area Network (WAN), w red or

finat¥id] §hR@8SndaBCAHd MrgeuNetunBlidnaliiéNor Rict@BNRNrRINY b€ eit derivatives.
w rel ess Personal Area Network, or sone conbi nation

r - elt ai odli S It I bve -
Pref{arupc}%h%?f)?d)}ﬁl%at% ({afntgéf roﬁrre%t eﬂkéqrﬁ%%n%@ﬁ@g{l%% ctr)ga%"v% %ﬁl‘iﬁng techniques
suchilé]strgqrh&glg eu%él\émwtﬁﬂ i\f(talgfe;}eg E:a\[/r\fnrlgtl%a]s'g G\éléfgcjevr\ldf rﬁr% ??Zr\]fg{u(r)nre clearing based on
enbodi nent, the term nals 108 are conputer term nals, )
tradableceredis spreaddivpe o markgs vefsr ¥ elwpa @eaging] #nddirpis prder volume clearing.
enbodi nents, termnals 108 are handhel d devi ces, such
Credi$ Desivdtied BiradinpSyvstem or personal digital assistants
D It will be. rent, however, .that termnals :
r0043b 1k s dipergpuRBRRrE H et i Rebts FrligSustem 100 in
t he functional iqtﬁly requi red by the systens and net hods
accoprbged PhBcPsesehadimen 48] thrpestgmay and gigtheds ideseribgd dgrejry System 100
identify the credit derivative authority 102 is
mayicotnpnided cralii dediveateatthaityt 92 itterfatadalvgh 20Btabase 104. Database 104
communi cate with the credit derivative authority 102

may! B Dlgitattdeace iy Wont}§iss Vet &FEmore alaghibases c&)lgdncﬁ@g owah€ embodiment.
associated with the credit derivati ve aut or!ty 102.

The PRBR Qféﬁ@&iv‘%&u&ﬁb@iﬁgmq{a Mo B @tdrBED Wit taAlali¥y of @Mer clients via
refer to one or re servers, such as Internet "or web

wnnﬁﬁiyﬁ%%hd%i & STV 86 and/ or dat abase servers, one or
nor e rou?e%s, one or nore databases, one or nore

ftware applications, one qr nore lication Program
[004i? In one en?b%d%ment, the network 186 may be é?:plnternet, a?though 816 network 106

may be any type of wired or wireless Wide Area Network (WAN), wired or wireless Local

Area Network (LAN), or even a wired or wireless Personal Area Network, or some
combination thereof. In certain embodiments, the credit derivative authority 102 and/or the
terminals 108 may be interfaced with the network 106 via wired and/or wireless
communication links.

[0045] In one embodiment, the terminals 108 are computer terminals, such as desktop or
laptop computers. In other embodiments, terminals 108 are handheld devices, such as handheld
computers or personal digital assistants (PDAs). It will be apparent, however, that terminals
108 can be any type of terminal configured to include the functionality required by the systems

and methods described herein.
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Interfaces (APIs), or sonme conbination thereof.
Further, the conputing system associated with the
w@e@diozosder i vati ve authority 102 may incl ude OPET/082008/074186
nore conputers or conputer termnals. To that extent,
some of the same conponents that conprise the conputer
system associated with the credit derivative authority
102 can al so include the tedtrinals 108. [0047] System
100 may include a standardize interface that allows
[0045@??@% tf%llleeauﬁ% to” de tggde%g?y gllﬁg:Pe%ftVHehh tE\?CZ %ﬁi}l/)?02 is intended to
L it derivativ regardless f the i on |nd stry
md“-‘élfecgwtrﬂe (Ereigpls 13’ rqovg{lwet%mli%o drib%rwgﬁ&f‘o Af eatryeW through
to then store the positions in the database 104. Using
the qonwusing nEderds Aaadware enpd aefyarehesseeiatgd twithethieeaedit@erivative authority
authority 102 may display information related to the
102.p@xpendims os tthe eshbodintene thetateah a'aethd g’ troay hefert toadter or more servers,
clients via the termnals 108. The trader clients are

sucht REAteAldh Or (LRb ABHVERE filLSPRRS | 8/oR A8labh@NSrvetNGhE 8 Brofe routers, one
wi |l lingness to transact, and/or conplete a transaction

or 5%%a§e|§eoﬁé RAgpAl gwlrgt 'f)?fl@a\%%ns T . dteﬂ&ﬁ CA ic thIl Program

erlvatlve authority 1 can ace t

conventional .cre ative markets
Inteﬁ%csa %12153 Oh &P SYBPINES l%??f:%ﬁogu %‘hf%}%’r © SUPPRLE SY@‘FE‘a"lSé?Clated with
qui di t and nore eff|C|ency, all of which can help
the qr%fWeﬁlertVra 1 2B al020BaY clydgmagor THC §PRAMAERHr g puter terminals.
interface may conprise software conponents configured
To tha axtant,ovwnwy off thei satrer opEroates wWhat rontpeise thedeemputer system associated
derivative authority 102 as well as client software
witheeh@edie 0¢ sy €ioa kit orgd (@ ah divo dicliideethd edrmimd E)8108.
Thus, the credit derivative authority 102 can work in

[0049PN] S%?etrﬁ @00 \fﬁatyl"mtcﬁ@e Gl Jesitrdg R fn\f@fa%e [RNIBH s ARdENBlients to define
termnals 108 to format and di splayinformation to the

posﬁ&(%n%ﬂ?ft]% (flllé {éhﬁ dteplé{ é\%né tl%r{[] nﬁ)?nf%lrr aﬁﬂ %tfer‘?nu%%l?y %ﬁ ﬁéedlt derivatives

rom Hien hroug

rega{aql%g g / Il‘tsg]lg}l 1%1!15?%/\? B UIé@FGF eat%éﬁa?”@féﬁéﬁ%ﬁSé keconfigured to then
standardi zed interface are di scussed nore fully bel ow.

storq] the popitippGn the jdgtahase] . hng thel stansprdazadrigtesfiace, the credit derivative
exenpl ary process for facilitating a transaction

authouityHiO2 nBysdiepinyl @Fommatwnselaicdas tlenpasitent sedidig thy ditetmse 104 to the
The process begins in step 402 with a trader client

traddrWeG@t ViR Ghe telafhdle 108. t TRN&a&dr, clfedts gadiBh @blel © define responsive

response to an updated position
positions, indicate a willingness to transact, and/or complete a transaction through the
standardized interface. Thus, the credit derivative authority 102 can replace the dealer-broker
paradigm of conventional credit derivative markets and provides the trader clients with more
outlets, greater liquidity, and more efficiency, all of which can help lower transactional costs.
[0048] The standardized interface may comprise software components configured to run on
or to interoperate with the credit derivative authority 102 as well as client software components

configured to run on the terminals 108. Thus, the credit derivative authority 102 can work in

conjunction with the client software running on the terminals 108 to format and display
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received fromthe system 100. For instance, the trader

client may use its standardized interface to indicate
w@2@es29se1 t o transact. I n one enbodi ment, whenP€TES2008/074186

credit derivative authority 102 receives the

indication, it may determne the ability of the trader

client to transact on the associated credit

derivative. Thus, in step 404; the credit derivative

authority 102 determ nes, based on infornation stored

mformaéloﬂ %? 91 t%*a%s ghenpsAih avt\llltll rrg manhgr datg ?ece Ve 1? ut tfron% %16 trader clients

reto IS accep

her 0050 Slnce the credit derlv tive market
throggl tS“B’lna]rét]érng‘ an‘ﬁ'f"L@f that allews AUCkadey: Hr; eéﬁ‘flgntn%%ﬁswns Certain
W sh to deal with certain other trader clients in al
featuges angrspecsy ofithe pendardizerinterfage swrdissupsed M ftisnbalow t he
credit derivative authority 102 may be configured to
[0049F c el Ve 2i infadiiovaichanilidendng yn axgeniplaggirscass fdr fatitimtinpe transaction
trader client defining a new position is wlling or
withHN®Y¥sedrh 190 0P at didN&@&Hline ding SystehleThe PHREssCheg@IRtin Y 402 with a
provide identifying information to the credit
trade‘ii%rlle}ﬁaﬁfd}/c%tlggtah&gsirg Yo :hgtasatcb &or eQ&ttlglg,eﬁl ?ers]gcétgé Et)g)ﬁﬁl lgfélgt%d position
certain tra rpart

rs as otentlal count
rece UL TG FE R HATDL gtPrhglé & i el %ﬂf Fuirse @ﬁt{tfﬁ’éed interface
characteristics of acceptable (or unacceptable) trade

to indjcaterd desiegodmnsach dhene ApSatimsHE, Wian theereditedsirivative authority 102
derivative authority determ nes that the trader client

receiives tiot insloEpi.alti reay detetneinottherabpay tof, the wewer clerd ttegransact on the
406, the credit derivative authority 102 may present

assotined @idtkt depiaatiye. Wrhis, ihs&te®p04,ahe tediirdeeieative duthdrite 102 determines,
ot her party declines, then thetransaction is not

base& %H%Mﬁtﬁ% sthied upf}wtdi?ab%ehﬁm BABGer Ih'@Qra@EMfenpﬁlmcﬁtﬂéﬁ a desire to
ling to contlnue or if it is otherw se determ ne

t rader client is able to
uMnk&1§5&%PéB¢HEW%: rpalirP{sactlon may proceed. [0052] The

[oosbtadttgts;w%at@%a SR A EBE82, b2 3838 may o

ternms associated with the new position or by
wishi tedfesdtwitly certain| athergiiedes dligntseigorll, saresome vittiatéonst hiehus, in certain
party. If the indication in step 402 is an acceptance,
emboddisrntshéheothéit derivative authority 102 may be configured to receive information

identifying traders with whom the trader client defining a new position is willing or unwilling
to transact. That is, the trader client may provide identifying information to the credit
derivative authority 102 that includes and/or excludes certain traders as potential
counterparties. Depending on the embodiment, the identifying information may include the
names of certain trader clients or define characteristics of acceptable (or unacceptable) trader
clients.

[0051] In one embodiment, if the credit derivative authority determines that the trader client
is not acceptable to the other party, then, in step 406, the credit derivative authority 102 may

present the other party with the option to proceed. If the other party declines, then the
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party may be notified, in step 408, of the acceptance
by the credit derivative authority 102. If the
WO p@vo2ts7on in step 402 is of a willingness toPCT/US2008/074186
negoti ate, then the parties may negotiate with each
other in step 410. As will be described in nore detai
bel ow, the negotiation is preferably aided by the
standardi zed interface and-ithe credit derivative
authority 102 of System 100. In an alternative
odi once the tr r.client jdindicates .a ... .
trans%g:?‘?ﬁ i gqlﬁgé%ns%l%%}ar‘eéin J5 “aﬂgg R iﬁg‘ﬁa e ‘?theer RS S illing gy gontinue, or
... may cal|, or may be contacted by, br oker, associ at ed
i it oAcrWise celsaminede YeR 108 Gith ﬁlﬁs rtra?ﬁr goenttiy E’gtﬂ frapsact, then the
and reach an agreenent on the transaction. In certain
transgpipdinae proseeddi r ect negoti ation as just described is
not supported. [0053] Once an agreenent is reached
[0052FgaTldi trget helietitr mag aclicann o willeghesade tramgadoén depnd by indicating a
conpleted. Then, in step 412, all of the information

williSRQs tAhReptihé Rertnl Qs{dcReBGith e RERY pOStist 6F l@}diﬂ@i/caﬁﬁ\% a willingness
credit derivative authority 102 into the database 104

Hape ot ] S i:akh: [t T [

o nqeRiE R IRl BUPSHERE (RRHTR iR 3 akRenidrle.then the other
forth bet. n the rties and, bet t he. parties and .

parcy Pasibe TaLFFodp {8 A hbiE g opo Phane patt RE RE ap oty 102. 1t
authority 102 may then update the information . ) )

the igdigpiogyBpteAhis efraudlingnesein aegotatsi then thes pytie Ry gegotiate with
real-tinme, in step 414, based on the transaction

eachj atfieyrimatep gh0. Yolwihebeldssirtied gn @S ddtail helamo thearegotiation is preferably
enbodi nent, upon the settlenent or conpletion of the

aided bafwatdndanlizedheteemadind theticddden eatidgtabitotityy1 00 SyB¢em 100. In an
pronpt the trader client and/or the other party

alterWRNERbIINBYHE Shdeht QradBSEIZSt §licatdsad %ﬁillihgl?éss kS trahQct in step 402,
i ncrease the notional anmount of the trade | ust

Al i i h i . . ..
the t%@gp%g&lg ?1\2/1% ci‘dl tori“n’?a gel ‘iltacez(atbgs F %%aotl{ef %s&écg%ttfsg §v1{hratrﬁg grredlt derivative

n a charc 0 requ

notional anmount, befqre know ng who their trading . .

a3 B0 PEEO ol GHEE Tt i AEIEHBATLAN o beaf il BT Eapbodiments,
_anmount agreed upon by both parties (anonynously), the

direqy pegasiatipn antvshdeseibadie notrsygportasy be accordi ngly

increased in step 416, and the trade may be conpl et ed
[0053] tOGne amegreasned i oeachep segnediily throtrammaatioranixumbde may be deemed
completed. Then, in step 412, all of the information associated with the transaction may be
stored by the credit derivative authority 102 into the database 104 in real-time or substantial
real-time. That is, the information may be stored while it passes back and forth between the
parties and between the parties and credit derivative authority 102. The credit derivative
authority 102 may then update the information displayed to the trader clients, again in

substantial real-time, in step 414, based on the transaction information.

Volume Upsizing

[0054] In another embodiment, upon the settlement or completion of the transaction, the

credit derivative authority 102 may prompt the trader client and/or the other party whether they
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[ 0055] The vol unme upsizing option may be benefi ci al
when a trader client desires to trade a notiona
wa@pwaneIsrhat is greater than the standard or deEEHUB1008/074186

anount. Cenerally, traders are hesitant to nmake an
intention to trade nore than the standard or default
anount known, because this can result in a |ower price
for the credit derivative eoi3otherw se skew the
pricing thereof. Thus, if a default trade amount is 10

el 20 SEFER. TR, LAREE ARPERal Sud P o comptea

t.o make three trades. Wth the volu upsi zi ng process

At ﬂaéspemtb'é%rﬂ HaFtgs o e fﬁag% By RSBV P @nﬁﬁn G BEIHCH Jrigle of a larger
~notional ambunt of a credit derivative can trade that

notiqiet ameant, Hetua tkneivingowho hr igdingepartick et dippneda¢rntinagion of the
intention, thereby maintaining the value of his credit

largedenoticabi ampourlt @@f6d updrDy Bothpagties ¢areagmehdy), the notional amount of the
illustrating an exenplary method of displaying a

tradd @AYEBS at@réiRSlyZ Biceatddade siep AIGE AndaNe Qradkta@ibe completed at this
enbodi ment of the present invention. Field 802

incréagéﬁ @?t‘ 1zteﬁ tnottilaﬁalodrrﬁ&linna! trade is conp! eted i n the
not1 onal™ anmount shown in Field 806. In this particular
iment, the trader client is.qgi,ven a predet.erm ned
0050 he itiune 1Syl 2phn fus i engn et e’ PARS LS BRS o uade a

1s 20 seconds as shown in Field 804. The trader_ client
notiqrg, amRERt BRbEY SiEder Hinels standard: eradefaylp agonnighgtenerally, traders are
noti onal anount by activating Buttons 810, 812, or 814
hesitdefqte maiika gnontenthen Weside enbre thee the sttuldard pcdeaid eamounttkinewn, because
trader client may indicate no desire to increase by

this &l tevadt img 1Budrt@ite §08thel dreddodidiivadné besthagviee skdwhehe pricing thereof.
trade may be upsized to the notional anpbunt sel ected.

Thus, i §RRERAT rRIELLASIRRE 10 LRRiPHAR MICRLIIBYEsEPRAtrade 30 million
until one ofthe two trading parties no | onger w shes

sharéusg (t)l%pﬁ%l/(ﬁgg%iﬂtofmi s?&gﬂlgég%h}% I%? rI%a re%ﬁlsé%: t&r&gsgnWigg h%?\gjolume upsizing

partie € n yet an

enbodi pent, if the two. parties both choose to upsize . = . .
procgside l%%fl ﬁgeliehb aggﬁﬁr %{rﬁl@ﬁ% |tra§% &qge nqt]%élalsq{ﬁ?qné g? yfredit derivative

the two notional ambunts sel ected may be taken as the
can fgde drit nesand carneyd | withent makingo thenmaet apiargg oBAisetantion, thereby

Recent Trade(s) [0057] Wiile the vol une upsi zi ng
maimg@hingnhdredudefchs dedit detedivehus far as being limted to
[0056] FIG. 3 is a screen shot illustrating an exemplary method of displaying a request to
upsize a trade in accordance with an embodiment of the present invention. Field 802 indicates
that the original trade is completed in the notional amount shown in Field 806. In this
particular embodiment, the trader client is given a predetermined amount of time to respond to
the upsize prompt, which is 20 seconds as shown in Field 804. The trader client may then elect
to increase the trade to a higher notional amount by activating Buttons 810, 812, or 814
depending on the desired size of the increase, or the trader client may indicate no desire to

increase by activating Button 808. If both parties agree, the trade may be upsized to the

notional amount selected. In another embodiment, the upsize prompt may repeat until one of
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counterparties of a conpleted trade, such [imtation
may be rel axed or renoved. Through a process generally

WO edoetessdi t o as "vol une clearing,” an online tPEOUAY08/074186
system may cause a plurality of trader clients to
anonynously trade a financial instrunment (e.g., credit
derivative) at a predeterm ned price |evel and within
a defined tinme wi ndow. [0058}-For exanple, when there
is sufficient activity in a particular credit

the tweor %Qllcfj‘ r[SI Vgrug? IQ?BI? rerrnvrq %I tulti])glze bz% Whlgh %)51% I egla@/e%{ &bunt agreed

The
fac tate a v arin at credlt der|vat|ve
uPOIb'éSéE%thdﬂﬁrtr%aﬁ@ mﬁelc: ﬁ% 3?@ ignt. f {he (et Py both choose

once the credit derrvatrve has been traded, trader

to upsizedyt gotf(toriles tpaeneptional ampeunt.ithe sallar of thr:em@rnogiiondl amounts selected
counterparties in the conpleted trade) may be invited

may e takek s Hiedgraedeipon nofiber amonntt hat credit derivative
during a set tinme interval. Those who desire to

Voluiaé Claridi Based ©1f Re€enlt Tead&k) onal anmount they desire
to buy or selT. Once the trnme limt expires, the

[005t71 adW‘?lQe S Rf@fﬁ}&eﬁﬁs‘iﬂ$ St h§§1 bRA ddsCliRaN{ngs $ANad Bélﬁg limited to
whi ch buyers actu y tra e wth which sellers,

countergarﬂlesp gfa ?licrenmlp Vé%e(} {rg&j suc t%tlorlr n}aé/glle r'\é? d or removed, Through a

en a e LR ted - The prrce can
be offered |nvrte artr |pants by |st| %
ProcPy e Y Lo e‘gPli’nﬁg“ cafingp| &y Onfpetrag! zessgtem may cause a

screen shot of an exanple of a Volune C earing display
plurgdifpaf Hedes chehts tjenanyaopsie sragh afinangalrinsteingean te. g agredit derivative) at
trade. Columm 902 represents credit derivatives that
a predeermainad lpeibd Bvtlankdevithiad ddfisgudtimhé eidaw. espondi ng
prices. Columm 904 shows the tine renmaining to trade

[0058hat Ffadtahfpie, avhdéar B@kd isduffivhi ¥&ivady thatiafdcatir! @¥Bt derivative as
For exanple, in the first row, the Credit derivative

deter%ﬁﬂ%é%ﬂe?% tl(e%g % p&%{ @1% %’?tﬂt at‘tﬁﬁ s?g{quad%r% %sfefﬂ ﬁlﬁy facilitate

asl pol nts Seco

artici pan re.nvited hased on criteri
o ol P Bt el BVt AR o lé%eorﬁrsren@rér&rlrfb price. In overview,
derivative, such as placenent of a bid_ in the current
oncey thggeredip sletivHiver has| breanted ofraderpilignisn(inelndips dyut iog dignited to the
session involving the trade derivative. [0060] FIG 5

origingl @unexgarpésamyths coapirddrbtraded may bsimvatee ta nmkeHods fryd/or offers on
whi ch an interested

that credit derivative during a set time interval. Those who desire to participate indicate the

notional amount they desire to buy or sell. Once the time limit expires, the trading system

determines which participants can trade and which buyers actually trade with which sellers, by

matching similar trade amounts.

[0059] More specifically, when a trade is completed, the price can be offered to invited

participants by listing the trade in a “Volume Clearing” display. FIG. 4 is a screen shot of an

example of a Volume Clearing display showing credit derivatives that a participant can trade.

Column 902 represents credit derivatives that are available to be traded and the corresponding

prices. Column 904 shows the time remaining to trade that particular credit derivative at that
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partici pant can participate in volune clearing. Field

1002 shows the credit derivative and the price it is
wheimg24sraded at. The partici pant can sel ect BeCT/082008/074186

1004 and enter a notional anount into Field 1006 that

he desires to buy the credit derivative, or,

alternatively, the participant can select Button 1008

and enter a notional amobuntljnto Field 1010 that he

desires to sell. The order is then placed by clicking
1012 . The .vo clearin
price Pevaowng g\)/(\%mPle H &e éf‘ls[tn%o ﬁle cre%it %Sﬂ¥a 1ven§onr{g} g b?.lr:lllg (CMZB) is

: ar for a ternlne eri od and
avaﬂaﬁﬁﬁ%\@g ng gt ﬁﬂﬁ%a@é POHS &@ g %@ng% SCeRB nkpaticipants are
~ time is left to place an order. Alternatively, the
invitg@ baed aredrtierihyhighrisl owieatiye Ioé theipdasire ¢ trad¢ Hageiedit derivative, such
spreadsheet or trading screen that can be highlighted,
as plhtemsdnit nfja bii mphayimat ahdesesvios oaplaadreerit ©f adid in a recent trade session
generating audio alerts during an ongoi ng vol une
mvoRh&@hb@ﬁd@&éﬁhﬂﬂe [0061] After the set tinme interva
has explred the orders can be filled accordlng to the

[0069LS. A %f aft !%@erﬁ?lrah’ gér@ﬁﬂh?t EAIREEE ac f%ﬁ@h an interested

a priority in I oW ng or

A BN R AT slé«?%%&?ocﬁgﬂﬁﬁq@mvauve and the

vol ume cl earjng _sessi on; g the next highest priority
priceyié dssbeing faded ati JRtRSTtgRANG Fan Tekect #@ttaweg 4 gird gadp ppotional amount
priority queues at the tine of that recent trade; and
into E&)d 100¢athbyhe ddsaes entmiyntha gredirderivitpents altematively, the participant can
prioritized on a first cone first serve basis. [0062]

select IBut@ndig08 aadecnkdienndtdinahe@oti@ iaft Figldz €0 Hsthat G dasres to sell. The
possi bl e orders of the sane size of the

ordef QU MR RA 185 cliEind 8h NYe1a010 10N e TRUFBRIMOE1edRd6r volume matching
tickets generated i's mnimzed. Oncethe matching is

wm({%gvnﬂlo%} 1% lﬁGt %a}fq elgé g E‘pﬁ—o%lls \ggﬂgilggzr ﬁﬁgt (ﬂ}lgg?%e%??& a %redetermined time

ransacti on can
descrlbeg aﬁove for Le trad 0063% FIG 6 i
periqdBdmay, Py sspuBK e P 6lo6 T Wi TREF AR & Rt o place
in a volunme clearing session. In table 1102, there are
an oxdgpwAlterativayiytbe solime mpchiag sendey sayibern pakpka larger spreadsheet or
respective orders listed in the order of their
tradipg isoree yhat laan rbet ldphlightdda lashihd OdisplByiyig roteri §suah bzl dor generating
with Seller 3 because their notional ampunts natch.
audib HIekh LARMS n ofeYRY voduig cI¥Bfif# &dsion.
[0061] After the set time interval has expired, the orders can be filled according to the
priority of the participant. The participant can be assigned a priority in the following order: (a)
the highest priority goes to participants in the recent trade whose trading price has been adopted
for the volume clearing session; (b) the next highest priority goes to participants who are in the
buyer or seller priority queues at the time of that recent trade; and (3) finally, the remaining
participants are prioritized on a first come first serve basis.

[0062] The orders are then matched to optimize as much as possible orders of the same size

of the counterparties. By doing so, the number of trade tickets generated is minimized. Once
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with Seller 1 because their notional anobunts match.

Since the remaining orders do not nmatch exactly, the
wor@ens9scan be split. Buyer 3 having priority PUFUS2008/074186

Buyer 4 is matched first with Seller 2. Since Seller

2's order is |arger than Buyer 3's order, the

remai ni ng notional anmount of Seller 2's order is

avai l abl e to Buyer 4. [0064]6Anot her method of

assigning priority to traders during a vol une cl eari ng

the n%gt%ﬁllngn | émiya%te%SSi e hr(}ket 1 %Qﬁqsf%te ah éﬂtrgnsact,t 190 can bei completed

er ~an orlglna 54as¢
h st prio to the or| uyer and orlglna

Slmlgé? nﬂﬂfnn%%ﬁ e r?B%Vesfoﬁé§ 1 bought on the
original trade that caused a volune clearing to occur,

[0063hd FIChdwiswk €able shaseing atuexantple e how! Gads Bhishingngorks in a volume
session), and to assign the next highest priority

cleattvgs ecksion. t hre tabdn Kil O sthefe tdeeshpamt foir gayes' argr theee sellers with their
support and/or depth. [0065] Price support can be

resp&ciilve Wrddr€ disRel fnothkOWaer 6 inelaf@orithe mUMarhind! tabal i@, Buyer 1 is
price support hours for each part|C|pant for exanple

matéh@d Wt?l §eﬁ n%?) §Qc #JE 'eﬁlgloﬂ hfsqnzﬂéﬂ.cpulﬁ{é 81re, th& C?SIS matched

i's the number o ours prlces are |sp
. el ectronic tradin Iatf ces ar
with St B ERerrSs R arphd iR smmCﬁh. inc thF Ehwlb G frdagpdo not match
threshol d of the hest offer of the day, and if an
exaclys e qrderiicpmibg sglihr Byt PATIAS d’HPHFYe@YF‘éI Bpyst 4tigemaehed first with
bid of the day. (2) Rank all participants frombest to
Sellea@r tince(B)lerid’s ioger mulaeger dah Baxyer &'s ordert the ranaaikieg notional amount of
partici pants. For exanple, score the best as 1, second

Selld?@34 order i2 avandlexorBuysug, until all participants have
been assigned a score.[0066] Depth is an indication of

[006wetﬂl%th§r Réahbdd Gf RAhideadioitPid t?zﬁielrsndl;rﬂl% ¥ d1@hO8learing session is to
buyer or seller's prlorlty queues during the origina

1 Pa
a551%g1 t%% o eé})est e%r?%ﬁa; B '513{«\?!)11 e%(l I;fué/gr Qr?c[ Hj]l%lnglr geyi te(gj) %?éll% next highest
traded at. 20 g_s rior .to the vo ear i ess
priority fot the Joigina %Eﬁ%fp‘"l‘nq/\fé%glflﬂ §q‘f,l§ &#uéﬁ% C&F‘Egﬁ %13% %Ought on the
next-best bid of 19 bps, the participant may be glven
origiapl tssisrtbascpated apralene Elpating tohrecyblapdnk newewish tysabladiimg the volume
on his position in the queue. [0067] A priority can be
cleattigs eeksstm).ehtidhao Priga eths upporighan kiriogity rbaskepoh the rankings of the
ranki ng.
participants’ price support and/or depth.
[0065] Price support can be calculated as follows. (1) Take the sum of all valid price
support hours for each participant, for example, in the last 30 trading days. Valid price support
hours is the number of hours for which prices are displayed on the electronic trading platform.
Prices are considered valid if a bid is within a pre-determined threshold of the best offer of the
day, and if an offer is within a pre-determined threshold of the best bid of the day. (2) Rank all
participants from best to worst. (3) Assign numerical scores to the ranked participants. For

example, score the best as 1, second best as 2, and continue until all participants have been

assigned a score.



10

15

20

Alternatively, a priority can be based on both price
support and depth rankings, for exanple, 50% on price
wa apoees7and 50% on depth. [0068] Priority canp&l/sE8200&074186
assi gned according to yet another nethodol ogy, which
benefits participants that may trade a | ot but may not
get credit for as nuch price support under the
previ ously described nytholaogy. According to this
nmet hodol ogy, the highest priority goes to the origina
ye d origi.nal seller. th X I.ghest priority.
roospL e e & iiciend: it Dy BE i Bhecdlr' @G iobinat buver o
selleh’fé)p%iggflx %%%Esgﬁlrzt{g? qﬁg H%gé]érgﬁ%ggﬁ\éagggge&?ﬂ are§3; fI: Bgr'ticitpgr(?t’s position in
partici pants ranki ng based on the ranki ngs of the '
the qygpa(blei ngemwnphotf itemeredis Aerivtive Hadask atgpibpe psigpisoihe volume clearing
[ 0069] The ranki ng of notional anmount can be
sessioal adl tht @drtiypasit mas g tHehgenemigr thofnek-edebidodf ED bps, the participant
standard size in a given sector for the last 30
may GlgBRdakh a riat¥iRrisPRGhE VSlahe)leatile bedGdlndd pRNidHAR the queue.
yb_egbased gg&?he&%ﬁnbEEQOf “clips"” ofgnarket st%ndard 1
[006Z]ez.6At Eﬁ%r;/t@a¥§n BRED LI LI cichl' KhLe S %Egl@r&nﬁi'n ot Scﬁ:g%h ranking.

fine the systemand is the nost common sfPze t
eopl.e w |.l .post prices ontg the trading,platform
AleRERbe. EatinpPesndk LFEh R P thar et Ept abd Hsfh Rifhg for example.
for exanple:[0071] For exanple, if a participant
S0%tnaics suRRPMTAR0Z% /0 EetBpe and 80MM i Traxx Crossover
in the | ast 30 days, both trades would count towards
[0068he Provky egn ibp tEwssigeethadoadlicg o fetranpdicn meetiddobagynghich benefits
pur poses. However, the data may be nornmalized before

partibphitg tEQunietadon her WitSeay her geti edinfdrns antidhvprice support under the
advant age towards tradi ng i Traxx Europe instead of

previo-ﬁﬁl@)ﬁéscg&asrﬁ%tﬁ{)logﬁ_ fcoffnd REMIARAKINBGoI68Y, GHE BIgheR dridrity goes to
concer ned). e notional amount of each Trade may

RS e e
the oqn{%%{(az:b%?%rzaéls Origina gfg%rﬂbt)e{f::'h dﬁ/%{e/sg T ép%éfqg%?@ gog{h%fongmal buyer
i Tra urope, 80MM / . Owyl; 8 clips of iTrax o
and R BALIFT Ty GRS, el 5Tt P BUAE R Ghe ngtpriorty is then
28) clips of standard market size traded for this o
assighgd bpesdpanthe PRHicpansy rokiagibepedaly thserapeingp e Fasticipgnts’ notional
the counterparties, and then
amount and/or price support.
[0069] The ranking of notional amount can be calculated by summing the number of trades
of a standard size in a given sector for the last 30 calendar days. More specifically, the
calculation can be based on the number of “clips” of market standard size that have been
traded. Market standard size is defined by the system and is the most common size that people

will post prices onto the trading platform.

[0070] Examples of standard market sizes may include for example:
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counterparties may be ranked according to the

calcul ated results. [0072] According to sone
weredvotizgsent s of the present invention, |arge- negnUs200€074186

trades can be rewarded with a higher val ue counted

towards the notional anount ranking than other trades.

For exanple, any tickets that are greater than or

equal to four tines Market -8 andard Size (e.g., EUR

20MM on European single nanmes and EUR | OOW on i Tr axx

Ty HORh S600% Eur ope. 11 a parPRGRgaNL executed one.

iTratx @fRs@ler | COMM on the tradi ngegRafofmm during this
period, the calculation nmay be as follows: 400MM /

EurO%M\Flﬁil@:l@iBl ps of regul ar - SI ZEHRilﬁrMM( Eur ope trades,

25NM—==8——cti+ps—of rgeaghttude—of —+Fraxx
Eum@ﬁ?‘“o%élg{erl\é%%g and 80MM / ICI\EXJEWi ps of i Traxx

Crossover trades. Therefore the systemw Il count 32

[007¢] | PEorOéxasiA& dir & Iﬁﬁ[ t Siades S0eNBM iTedxxt Bufope and 80MM iTraxx
partici pant.[0073] i ces, for exanple European

Cross&%lr GESHDAYE JPAX d'bt){hefr%gs wohid) co%ﬁf 'tcﬁ%hrab e [H?ﬂhr%ofor European

current. |Trax urope for exanple seri

Indlc%ﬁhfﬁf SORR Sk R b PP FhF LT e dnd M s hiRligeq gefore being

the current series (series 5 in Europe) and anot her

counfiethighrgwierBes inpp ibganeye sdyankage(tpwalds tadineokl gt Feieag instead of
traded across all the other four series). [0074] The

iTrapr Comssegppofar as gickiankind selsulatipn eheangernedlo mheotional amount of each
previ ously descri bed net hodol ogy based on price

trades uapQirtfeaably deplividedl by ahd @abriespondivig rsedndardamkikeg sizkheFor Example:
notional and price support rankings for each

500MIB1 1 23NIRBADO RBYs HETAXKIAGSSE, SORB PROKM RS of i Brakh€Possover.
reranked according to the averaged rankings. Any ties

Ther%ﬁ)g btﬁeﬁﬁﬂﬁ)e p?«%/uél(lgso ?ﬁppgSrI ' Q%t &1@5 (§1h &?ﬁ% ?1%2% t s"i’%&aded for this
Pt RS b Y CRARGHE AT dnREM TS ﬂreg\ﬁ%elcoLg%@% and then
6. In t he final calculation Bank A can be ranked 6 and
couniRpties may ke ke aeRidiag Bur calciaedaesiltgher ranking in
[007I2]t > According to some embodiments of the present invention, large-magnitude trades can
be rewarded with a higher value counted towards the notional amount ranking than other
trades. For example, any tickets that are greater than or equal to four times Market Standard
Size (e.g., EUR 20MM on European single names and EUR 100MM on iTraxx Europe) can
count double. In the previous example of trading S00MM Europe, if a participant executed one
trade of 100MM on the trading platform during this period, the calculation may be as follows:
400MM / 25MM =16 clips of regular-sized iTraxx Europe trades, 100MMx2 / 25MM = § clips
of large-magnitude of iTraxx Europe trades, and 80MM / 10MM = 8 clips of iTraxx Crossover

trades. Therefore the system will count 32 clips of standard market size traded for this

participant.
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notional anmount. Volunme C earing Based On Tradabl e

Credit Spread Fixing [0076] According to sone
weredvotizgsent s of the present invention, a pricePOHYSIDE8/074186

fixed by an online trading systen1for a credit

derivative (or other financial instrument), and then

invited participants nmay place orders (e.g., by

speci fying desired vol unes)19eo buy or sell the credit

derivative at the fixed price. A volune clearing or

[007§ﬁ‘p ul”ﬁlcg?tfgrh é)pagiéﬂr %C:Fotpﬁanals’nd(fj &3 %Eulfeb%lg ﬁlff ref'nt r{?lﬁl% Qerles that may not

ers an

result nt t ansactlons are ny ods

be cysith i et FUaRTh dos s n’éﬁ%f%eiile%x %Yeaﬂ%nsgwéslﬁ% Preferably, the
price. For exanple, the systemmay solicit and accept

noticah ganleng eflciditips Jaridft@wtd g ppenranking fart the icperamtsseries (series 5 in
Each ofthese bids and offers may include, in addition

Eurdpe) andoarbthmriraekifg herossyalhgdheoseran (0€.f &rm if inogoral ftraded across all the
selling), a desired volune to be traded. In one

othe£fdapsir®Nt , the bids and offers may be nade binding to
prevent participants fron1enter|ng fal se bids in order

[007%]631r - d ﬁge ﬂl}%rtnq‘ﬁégﬁllﬁ%/ %t h&¢ @Elgge LR rﬁiée?fewously described

ticipants om un | uenci ng t he nmar

riicipant whose bid
metf3blogS b on ephlt Bt Sl 7P petanb i e fonine. e notional and
. prohibited fromselling during the volune clearing

pricq_puprftsiankiagp &9 $a6h PARICIRG S0 PF ayerpeidee The Pﬁﬂtﬂpapﬁa%re then re-
is the offer price is at nost that of the fixed price

rankedpcdedipg ahithe teatagadoranbungs.ngArgutiengan he bvakenrhy looking first at the
clearing. Based on these bids and offers the system

notichah rékk @all tedn dhet@ica appa@t ranke tf Parti@pdn® wlo \hak el same averaged
clearing session. [0077] FIG 7 is a flow chart

rank@@Pirel kAR exenpl ary net hod of determining a volune
clearlng price | evel based on bids and offers

subnittedbyrpar
o

G ANSNA 3T A M Elul*éa$uppart"' . Oveigillaveraged)

Q Fal
ToT U O T \¥J \YJ LY TC o

mUup

Bank:
Banlélﬁ ents,  typically nhrket-naking d@aﬁ ers_ Fach deal &

be reqU|red to subnit a blndlng t wo- way mar ket
[0075hc| lndthe gbenst dxagpli bothrbagks bavg aarovefdllerank |0if 6e.In|the &palpcalculation

1304, the systemwaits a predeterm ned period of tine.
Bank A sirepe 1306d G el Bysik Bmrankéd @diesawak|Bankl Achas a higher ranking in its

notional amount.

Volume Clearing Based On Tradable Credit Spread Fixing

[0076] According to some embodiments of the present invention, a price may be fixed by an
online trading system for a credit derivative (or other financial instrument), and then invited
participants may place orders (e.g., by specifying desired volumes) to buy or sell the credit
derivative at the fixed price. A volume clearing or volume matching process as described
herein may be employed to match up the orders and complete the resultant transactions. There
are many methods by which the trading system may fix a volume clearing price. For example,

the system may solicit and accept a number of bids and offers from its participants. Each of
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bids and offers fromthe participants. In step 1308,
the bids are sorted into a first sequence with the
whe@heses7oi ds first (i.e., in descendi ng orderPCT/ERINNS/074186
separately, the offers are sorted into a second
sequence with the owest offers first (i.e., in
ascending order). In step 1310, all bids except for a
first predeterm ned nunber -20- portion of the highest
bids and all offers except for a second predetermn ned
thes LR Bk B e, g R BT W o TR AT S orter price ar
.hal f of the bids and the highest |f o offers
selli ya gesigpd oy pe i l?erﬁg ed: 51{111 ocgglﬁ|e§nbtoﬂgnqﬂt,g gi)?(fsﬁélﬁfo? s may be made
~ the bids and the lowest half of the offers are kept.
bindingj & prevertr prgcipartp ffong rxojerimgyfatse hids ph yirderotoe kflugaiee the market.
outlier orders and/or those orders that were intended
Furtieemored wb pravehd peeticiparito fiohre umdii k éifluehoing tthp mh8&2?, a piréicipant whose
average i s conputed by averagingall the bid prices and

bid deds nkt] ®B8SisQhe blpii@NBIaN1dAG GRAST the fIxRd RIFE can be prohibited from
enbodi ments where a volune is specified along with a

i OB LB, YR PR GRS 8 it e
ot 5 a5 GRS R B8 i e votume

aver aged based on a correspondi ng vol une specified by .
cleainge Baed ion thesbidsridoffape e gerstrar gl seleat eetermine a fixed price for a
fixing. In step 1314, a sequence of markets is created
volubw cpraring nepsione sort ed sequence of bids with the sorted
sequence of offers, so that the highest bid and the
[0077DwWeBIG. of ieh fimnmehig lepicting Sin eeihkiryi Methbé Sedpugniting a volume
wherei n each market conprises a bid and an offer. In

cleaﬁﬂgeﬁnéél&el Badat & BlRAIIIONdS sTBHREAShY ?al\eﬂaﬁ%@r fh&ep 1302, the
hi'ghest bid exceeds the | owest offer. 1f not, the

volune ¢l eari rd S fl.x% t - ' T
systerrﬁg) (sj&ﬁ?t)s( :%)hcg%gcri %?frenps dfr(?rﬁitl:;]e %a{r{el%éﬁ%ﬁ‘ gTh‘?Eldg\él% ?ﬁgrs (tn%aryﬁbeet solicited from
i.e., paif. of bid and offer) with the |owest bid and :
« e Sh g sl Spcaliematiandsing e | BSOS ey B reauired (0
Is determned. This market is referred to as the "l ast
submif adamstieg yea-kay markel inelading both a hidgertesramd fatqftas prise. In step 1304,
made as to whether the average (or md) is above the

the dys@dnmofvaithe prafstertniredaierieod mdrtoat., Ibhetepw306ethefsfygemodollects all valid
the | ast tradabl e market, or between the bid and the

bids @hd 8ffe@ffrdniehel pAicipanad QH|S%EHBOK,QI1@ bidk ate@rdd eHtadFirktSequence with
between the offer and the bid of the |ast tradable
the lﬁ'gﬁéﬁ?i)idstijﬂ@fq(itehemvd%lswﬁﬁin“gl SAEH NS D sbSfrate Ry, ftheXEffers are sorted into a
second sequence with the lowest offers first (i.e., in ascending order). In step 1310, all bids
except for a first predetermined number or portion of the highest bids and all offers except for a
second predetermined number or portion of the lowest offers are discarded. For example,
according to one embodiment, the lowest half of the bids and the highest half of the offers may
be discarded. That is, only the highest half of the bids and the lowest half of the offers are kept.

This filtering step (1310) may be helpful to exclude outlier orders and/or those orders that were

intended to unduly influence to the market. In step 1312, the average is computed by averaging
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at the average in step 1318. If the average is above
the bid of the |ast tradable market, then the vol une
we@b@an2esgl price is fixed at the bid price of tPET/USHNS/074186

tradabl e market in step 1324. |If the average is bel ow
the offer of the |ast tradable market, then the vol une
clearing price fixed at the offer price of the | ast
tradabl e market in step 13261-Steps 1324 and 1326 are
used to ensure that a participant is not obligated to

urc e.at .aprice his.bid orn to.sell a .

ol B DEOBRGSnor Bl e o7 1 b Bkt R abiaigys where «
or .deterJni ned accor di. 0 the process illustrated in .
volupyecis Specificdgiang Wﬁwﬁlggm@{ow TEATEE e BYFTREe Mgy f%e CAMPRigd as either

~context of credit derivative trading, a tradable '
a singjtle dvaragspyvberd ea¢hxbid grico ord pifempregde dedonntes dorrdagally Qi #rgp weighted
net hodol ogy illustrated in FIG 7 is a nore typical or
averjyeeivhere edcle hidb drioceeand O30 picd invaleviged Hakeal pn acesssponding volume
branch of steps 1302 through 1318, which essentially

specFRWY tA Barticipant. | RAH airh&sis CRIRA @e Phib FRlidg YinQtepbi8, a sequence of
and offers that cannot be paired up to create any

marﬁrfr:giig g?éﬁgﬁd;afb}gﬁ%%%%oﬁ%? ?%}‘fbgré%;?fatﬂas &/Eﬂﬂ?ebAO?tCH@%%lce of offers, so

resu er subm ssi on.
that h}sﬁ&gggegte lgﬁ&n‘é?ﬁﬁ E)Igv%gf (%fléei,:rec%ltr}rpgi%g Ia\lflgrgtetlpgrggtt i%pthf::l' ge%%ence, wherein each
Al ternatively, the absence of any tradabl e market nmay
markgg comarises s rigl age apiodiear i pgP d A 1 @xedaiRmHeRtiondy Ainde as to whether the
markets in connection with step 1310. That is, the
high¢stbed esmgdrethe dowést wifigr.plli e stheapliee cloaneay prcanistiixedag the average
second sequence of offer prices to identify tradable
(i.e.,naidkfetisg Whemed a ibkp B &.e I 3o, thembikesti.eS gauUesTaad afid offer) with the
equal to or greater than a corresponding offer price

lowdsbitlRgd §1?é3lﬁgl§’es§ SA:ENESe HefbidWyatR@st theforfal & RRInAHdIC This market is
prices is tradable, those two prices may be di scarded

) j h . f_bid
referge:]d déo%s;tg? elagﬁt?f%&%ﬁ‘lg;rﬁgr%g{ eqn @gﬁﬁﬁg fltde%}mﬁl%h(gn & mgcﬁgeezrls to whether

conti nue here'1's no 1on
any tradable markets (i.e. en r emai nj hj ghest
the §theh (P BEbis (NG Festidisl e G TP Qatie BB Rahal 1O dhe OFTe of the las
remai ni ng | owest offer in the second sequence). Then, '
tradabtec mpdich pr tbstvegs tembiddindehe offeief the st tragedil mafket.h i the average is
remai ni ng (nontradabl e) bids and the hi ghest half of
betwebie theexffer nndthe (bidb of the &b brhdablofmbrkes themythd eoldinecdradiagd price is fixed
In other words, only the highest half of the bids and
at tht Bferh@RSkepBI IR, of tHeh®eRbE &F hodé ehekBRLf thENEN tradable market, then the
volume clearing price is fixed at the bid price of the last tradable market in step 1324. If the
average is below the offer of the last tradable market, then the volume clearing price fixed at
the offer price of the last tradable market in step 1326. Steps 1324 and 1326 are used to ensure
that a participant is not obligated to purchase at a price above his bid or to sell at a price below
his offer. The volume clearing price fixed or determined according to the process illustrated in

FIG. 7 is also known as a mid fixing price, or, in the context of credit derivative trading, a

tradable credit spread fixing.
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these remaining bid prices and offer prices are

averaged to obtain the md fixing price level in step
wa3w2/02950079] As to tradable markets in the deBdtBUS2008/074186

subm ssions, those bids and offers nmay be paired up in

at | east two ways. For exanple, the bids and offers

may be paired up according to step 1314 descri bed

above, such that the highes2bid and the | owest offer

forma first tradable market, the next highest bid and

[007%1:6‘ @n%ﬁéd(ﬁegmﬁ?%r ?ﬁé %nfglorglglh%doggg C)rﬁjus b teg 61‘1? lF?Gn?r kgtmore typical or

onger gr ea

n or equal o a c rrespondi n off atively

Pref%fr% fg%ﬁé %IBWO YiRg topioge & Er?ééteBF T89 trougit 1318, which
prices in the above paired-up tradablenarkets may be

es semtlallmy@hcum thé Ereppii¢ecigonpiattiuraiey @daid%@dséf?a%fh@bca@ﬂot be paired up
bid prices, such that the highest bid and the hi ghest

to crodté any tradablantfarkes.t The alskehdccofimmyketdable mearkexhayhiigipgsbe the result of
bid and the next highest offer forma second tradable

dealdFk@issionO THAL BNEbnS Of QY BiB prib&OBEdivATid skdpors@blcYosséd fhy of the offer
fi xing and of f er fixing may be used in determning tﬁ

pncécs %‘égw 4 C&herﬁg@vega ?leﬁ%glgs ngyh‘ﬁ@thgﬂfé Ghiy ?& hﬁztl% the result of

e aver a remain afrter
ffer

. The basi ing calc Iatl

dlscatfﬁlélga?fe?’%?&tl%% figfyoi skt Ui Eingeed Wi el 91k K. e i
1310. The basic nethod as illustrated in FIG 7 can be

sequggfie &t Rig) PEiGehMEN&E coppatcHeVidh éher Pl SdPRIg Aftqll prices to identify
exceeds the md fixing the bid fixing is set to the

tradabid thaaketsri whefré xd gl plick ewi B, fiist sereengé fierequplxitmepr greater than a
calculation is belowthe md fixing, the offer fixing

corrdsporidttig bffert priveih thef dexorigseqidR81]f oy palr ofbid@disoffdyrices is tradable,
al so be used to calculate the bid fixing. [0082] The

thosd FOBSicGARRE e MBIAREd lRKESaR! thaP b SxEQHRY ﬁh@ﬁm@f th&" pair of bid and
step 1310 and sets all bids greater than the md

offelf f'ftﬂlpg]taﬁ %ln%‘tﬂful%tu%gl %lgreslts %8 13113 %g allf tl‘%(ﬂ.%lerﬂlgrke sz {' gWhebnI t(lj;e remaining

are enera
: Si. i al | offers ining after ste
highass i Sii6" i ki i e dhenccoty @ﬁ%thaeg@e {HARNgOMER Fifsti ghe second
calculated in step 1312 are set to the md fixing
sequatiqeer  Theing aceeudingf toe pae gmbodireenagtg lovegle half aqfethf: higmaining (non-
of fer f|X|ng [ 0083] The trades excl uded nethod
trad doleg bédpemdahé highde hal it regnaafinge (nostteqplabid] Offesatayalveediscarded. In
| ess
other words, only the highest half of the bids and the lowest half of the offers are kept. Then,
these remaining bid prices and offer prices are averaged to obtain the mid fixing price level in
step 1312.
[0079] As to tradable markets in the dealers’ submissions, those bids and offers may be
paired up in at least two ways. For example, the bids and offers may be paired up according to
step 1314 described above, such that the highest bid and the lowest offer form a first tradable
market, the next highest bid and the next lowest offer form a second tradable market, so on and

so forth until a bid is no longer greater than or equal to a corresponding offer. Alternatively

and more preferably, the sorted sequence of offer prices in the above paired-up tradable
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than the md fixing to generate the bid fixing. If no
bids are below the md fixing, the highest bidis
wo anen2®31 t he bid fixing. Likew se, all offersPCT/US2008/074186

remai ning after step 1310 that are greater than the

md fixing are averaged to generate the offer fixing.

If no offers are greater than the md fixing, the

| onest offer is taken as the3effer fixing. [0084] In

t he exanples shomn the md fixing is used as the

marl{)elt X%%y R Ifﬁ &1 réHTgvlt%l i rs%r?&i segaer%%dolftblc(f hcésh %uch that the

X1 ng can ferenc

. in f ontracts ncor ted into

nighgsh it P éheswf 2’3 @tﬁ@ad& GG, gt Bifesbpd and the nex
future vol une clearlng sessi ons. [0085] FIG 8 are two

highesoffestarm| asseeng rargblermarketap? et gndivgdl. of det er mi ni ng
a volume clearing price |level as described above. In

[008UhD| £ddid6iallyt bl féxiag end bffenfibing snayniek wietl én getermining the fixed price.
contributed by eight participants. In Table 1404, the

The 624 bidintiggd cb@atidnd 0kdkertBe aFageedtaliadi®l WhrAt@ginifteh step 1310.
hi ghest bids and | owest offers first, respectively. In

The ?Qﬁg ﬁ@f‘ Fiki n‘é" éah‘lﬁattl%ﬂ %%(} Qakecm+ Xvérggﬁ BP gli gﬁjegs 4\%1%&3 f ﬂim after step

our alrs hus, on

131@5:3?1;%,;& st kﬁ%ﬁa Puid8 G 1he0 Perulgue R e i in

reater than or equal to the offers. Therefore, ro
CaICL%a_t]_Q}l exgaeds theamyd xing t]pee@flég@tgg 1s éetgtpéhppmgfal frflgé]émge L1kew1se if the
mar kets. Row 1414 has the | owest bid and hi ghest offer
offerafong caltiilstiqy is dplovnthk innid fixavg, thedoffer hierirgas settte duabiddixing.
market. [0086] FIGs. 9A-9C are exenplary screen shots

[0081 hat Othet matheds flaly @b bpakéd i aRiulafgthe bid/kinge cl earing
related activities mght see on his or her user

[0082ET nTHWradeIQﬁyﬁéﬁ%eth@ﬂ KRk FRYs Qﬁlaﬂﬁﬁ afdr Qp '1@1)0 BRI sets all bids
coupled locally or renmptely to an el ectronic tra i ng

great%}(%ﬁa%n&lg %1d%{qugé]galgﬁ tleM 6}{1 s&:?sl?)lbqg %@ (ﬁ@xm A Aﬁela ﬂ]tls all bids are

npl ar ating

aver%gggr{gﬁggtslgrlﬂi?g Lgd fflg{ngg: g}aulgagt gl].nog'rsqs rell!n?iglgrgge eergslﬂig)t ?ﬁg 10 are taken
of fers, Eredetern1ned time limt is inposed after

and whpﬁfhrSdmst ah thegnideliising calcplotedgn giop lBd eyt &t to irpemid fixing. After
anmount of tinme remaining to enter a bid or offer is

this, sHffiersi are Everhgbd1d @2neritn ticodftmtixiidD4, t he

[0083] The trades excluded method averages all bids remaining after step 1310 that are less
than the mid fixing to generate the bid fixing. If no bids are below the mid fixing, the highest
bid is taken as the bid fixing. Likewise, all offers remaining after step 1310 that are greater
than the mid fixing are averaged to generate the offer fixing. If no offers are greater than the
mid fixing, the lowest offer is taken as the offer fixing.

[0084] In the examples shown, the mid fixing is used as the fixed price for the volume
clearing. In addition, the bid fixing and offer fixing can be used as a reference in future
contracts as well as incorporated into the calculation of the mid fixing price in a current or

future volume clearing sessions.
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noti onal amount of a bid/offer for each credit
derivative is shown. In this exanple, the vol une

w@ paviozrsal armount) is fixed for all partici panPGT/UBtv0$/@74186
in other enbodiments this anount can be entered by the
participant. In colum 1206, bid prices may be entered
by the participant for each credit derivative, and, in
colum 1208, offer prices ady-be entered. The system
can al so safeguard agai nst choi ce prices (mhere a bid

[008i5§ eﬁ@'S bR &l ?abfl 1%1%1 z)mg%]vne&eie(ﬁ%g [ 1%% e?er%tir%ing a volume

greater than an

subm tting orders. h s expir I|d subntSS|ons

cleage PHES P& i2¢i A0 VEol ﬁege@ té&V(ﬁ Hiers &t &bAveh§1ds and offers
fixed price is determ ned based on the valid

contgbisad b% icighs plroiowsnts FILGTablg 1184.4he etripitad Pids @nd @ffessae separately
illustrating how a participant nay perform vol une

sortedl| weah ihighestride aad)dowest b&feanfinsg trepectivehye e aadondange twath step 1310,
change or upsize orders is shown in Field 1202. Col um

only ¥zl & pIRAGWE e af Julr ﬁﬁﬁs)ﬁﬁ k&R, ([hue onl;M%l\x}drlﬂlm Bani MAAPhAE €216 are kept
for each of the credit derivatives. If the

in th@%l 'f&lﬁglaalcﬁlagbﬂj @fﬂaﬁ? ﬁ)%vsgféﬁ@t A1t Qﬁﬁ' 1914 @H&Wlbuicfothat are greater

rice shown artici é.nt is require

than r%éqt% i1 R rehecry f(étt o PR, Bty X phpeot radabie

fixed price y entering it into the appropriate field
marksts. cRPint 14 3199 they 1PWFﬁé’1“baFCi highpd wffes ageng thip gre. mgking row 1414
| ower than the fixed price shown, the participant is

the last ¢raflatdelmackesel | at t he fi xed price. In this case, the
partici pant may further specify an additional anount

[0086p sEIds. an-dheref dxesaglapy isceen byoteHaehitiigdet Elidnbportictpating in volume
appropriate field of colum 1214. If the fixed price

clearify REHVEEMNVIAS Ri2ht deC iR oSh@fk& teRbinGe AL} frminal may be part
price, the participant may elect to either sell or buy

of orarﬂaf‘gé)? uple%,]logarllsrdor rerggte Vt% \é?ec&%n Q&dfng%?%elgt;t‘oﬁglgdi? Urivatives.

PRt to
al | additional orders are cessed by the .

l008§§ Ofnis HEOROWIBY Sicrh rpg 1 1H%fﬂ&5& 308§ aLFfpanigay e solicited

that descri bed in the volune clearing described above,

for bedscamgtofferat Indhpderdetpd gxaneplesulicgribe tr@%ng e solicits bids and offers, a

partici pants whose bids are closest to the fixed
predpreimi@ed fi@@8l@hit kt Gnp@€d iafteawhchdeds shbofferk lashe &ingagaccepted. The

the results of a volune clearing session.
amount of time remaining to enter a bid or offer is shown in Field 1202. In column 1204, the
notional amount of a bid/offer for each credit derivative is shown. In this example, the volume
(notional amount) is fixed for all participants, while in other embodiments this amount can be
entered by the participant. In column 1206, bid prices may be entered by the participant for
each credit derivative, and, in column 1208, offer prices may be entered. The system can also
safeguard against choice prices (where a bid is equal to an offer) and inverted prices (where a
bid is greater than an offer). Once the time limit for submitting orders has expired, all valid

submissions by the participants are collected by the system and a fixed price is determined

based on the valid submissions.
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Col ums 1216 and 1218 show t he noti onal anount

actually traded as a result of the trading activities
walemaiedsed above. In this exanple, since the PCT/US2008/074186

participant's bid exceeded the fixed price, the

partici pant was obligated to buy 25MM units of i Traxx

Eur ope. As shown, the participant also requested to

buy an additional 50MM unit25and successfully bought

75MM uni ts in totaI The participant was not obligated

H. Vol , ., but vertEeIes
[OOSEEq &i cﬁ&% r.}%m SCECETL 'sh i/l\}e \s/tzrmgt oW 3 Pagt 1c1pant may perform

not matche an el | orde Si nce.the ticipant's

volugyes dearifigs g&ﬁi}é Iag%lﬁ afﬁie AP Qfe&im’t?r fER1pBE tg'ﬁi I upsize orders is
Crossover, the participant was obligated to sell | QW

showmintigeldfl 202 gRbanay b?le@E@W.s afied peeg 8@4, pahimegdleaging price) for each of
requested to sell another 40MM units ofi Traxx

the dCedis danertiveOnlfytha ppaicipaat's biddeicedt gMylthan dbiseqfal to the fixed price
i Traxx Crossover was available |eading to a total of

showi) MM Pittitipakreis ri@c&ﬁféﬁ%@'ﬂuy de tddfided MacKeln @idedse ik lfﬂﬁlClpant may

d earing 0090] According to sone enbodi nents of the

furthg Epcé%ffg lah QM&BBhﬁ%mo g?to att(t’hé fedd B:% b{y %quﬁ@@ﬁle appropriate

ectroni c tradi ng ystemma one

earin i ons_f.or one, or

feld i g 2] T B Sps e S SR HR g do S 6 e rieg shown. the
during a precedin trading period. For exanple, at ar

partigRgir i s-Quied énee IR tae tiredoricg. dmghis ersenthe paricinagbimay further specify
day), a nunber of credit derivatives that have been

an afdisibna carhewit yto tsel dd dho fixkd \ieicseby entesingois tintprtheiapgropriate field of
i nterest nmay be selected for volune clearing. An

columMPPII@Al i Ht e iddedNricel 18 a¥ekgenPihie Cearfic@it's roftfer pice and bid price, the
determ ned based on trade information and/or bid/offer

partlbl%gtﬁ)trm ERA B%3@6 @ieH viytdy a‘?ﬁﬁﬁt of cleli® 88V RRESM the fixed price, but
credit derivatives. Then, buy and sell orders may be

not Bc‘o?l% @egg ﬂtedt%é i PP %9 %to?ﬁe%n pgsde){(pure(g al chtu%&? H}%nare processed

exec e tra xed V unme C

ice |level. ched at. the en trad
by tﬁf‘aﬁyst%i sﬁisrlae@g@ qt?t‘ijﬂia% theoPiietol Toiasto Rt QE%C“gig‘bé‘i the volume

vol unme clearing" (MOWC), or also known as "end-of-da
clearjng daseribideahovcexeertalyy B priowisy i assigned (of thase pasticiprndewhose bids are

vol une clearing may provide trader clients a val uable
clossppohe fired pritcd0 catch up with the recent narket

activities, get exposure to the hottest credit
[0089] FIG. 9C is a screen shot illustrating the results of a volume clearing session.
Columns 1216 and 1218 show the notional amount actually traded as a result of the trading
activities described above. In this example, since the participant's bid exceeded the fixed price,
the participant was obligated to buy 25MM units of iTraxx Europe. As shown, the participant
also requested to buy an additional 50MM units and successfully bought 7SMM units in total.
The participant was not obligated to buy or sell iTraxx HiVol, but nevertheless requested to buy
75MM units. However, this order was not matched by any sell order. Since the participant's

offer was lower than the fixed price for iTraxx Crossover, the participant was obligated to sell

10MM units of iTraxx Crossover. The participant also requested to sell another 40MM units of
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derivative products, and fulfill additional trading
needs, all at a reasonably fixed price |evel and
wowaobiogesalt short period of tinme. [0092] Many vaPCHUBZING 074186

of the market order volume clearing process exist, for
exanple, in ternms of timng of the process, selection

of nost liquid credit derivatives, and determ nati on

of volune clearing prices, -p6toritization and matching

of orders [0093] FIG 10 is a flow chart illustrating

iTraxyf osso erarésnlgeé hgl%ai Qdd? t%fﬁhﬂdnﬁ%lmo# eltl‘?XX &%ﬁ\é%r UK available

earing 1 n acc ance w one e

present inv . 094] In ste 202 an el ectronic
1%@%5@?&&@95@44\4 gerléertuah%tr dnore credit

derivatives that have been nost liquid or actively
MarketQederdolume Glepringet er mi ned tine period. The

[009? eg&éc% g?(z séﬁlgglinggﬁlglegtsn&%hg res% 1nve)1§1%?}9 one W?}% to increase trade

er vol ear i

tradin ay volune cl arrn one or nore

volumes, ff n% ﬁ]gﬁ‘ir 1 éf?gl réf SYERIR r{}"@f i%é%crhi AES °r gpoty volume clearing
preceding tradi ng week (end-of- meek vol ume clearing).

sessiphgfor ene Airtmetsgpreditedesivativ araduatst thad hive besremarediquid during a
referred to as "end-of-day"” volune clearing, the

prectding tradiog perdddinBorcixemplengt craswhn shenayl dien thddéng ddyy(or half a trading
vari ed. For ease of explanation, the follow ng

day)d£86mbet dfodtedit Hdrivaalke @ad Ka€ibagn HRyt @%VEI &raded or have seen the most
predeterm ned tine perrod of interest. 095] The

tradlggllﬁt‘éfe'spﬂlagfbet J%%kc):@asfor bt c1RhriRCt ' %ei%réﬂrﬁgeegolﬁﬁl%déléanng price

rivative e con ucted acc dlng 0 one or

leVelpP]él§ z)ﬁt& rr.lﬁ%}lg%eltda%aﬁé %Qﬂgtg dregra Oﬁl&l% g&e ﬁ,hvi/(gt%e&gn rmation associated
desired trading sector first before sel ecting

witheaghypf; thg s¢legred rrri@é derbyatiygs k Breng Py pnd, il prgers n@arherr@hclted during a
pur poses. For exanple, at the end of a trading day in

pred¢tormioad tiine limpy by thep mentghredfte eatsiute tralepiat theEined pelme clearing price
sectors for volune clearing. For a desired trading

levels ewthen Jaunbked dtatlé Bad ¥ 8 ttadingedayc alic ploats ayf Bavrdf@yed to as “market
indicators of trading activity or trading interest for

ordele%ltim‘e ieediihg davibvat) ¥egs ARl @nd-Br-ubalol8fe caring.”

096] Accordlng to one enbodi nent, the key indicators

[009?% 198!) %ntso ff )rr[rz;rg%%r(’iér | ?l?%llll?%@a?/ %%W&t tra(fe ilents a valuable

er noti1 ona

unt of %rders recei ved
opportumty to catch up with the recent market activities, get exposure to the hottest credit

derivative products, and fulfill additional trading needs, all at a reasonably fixed price level and
within a short period of time.

[0092] Many variations of the market order volume clearing process exist, for example, in
terms of timing of the process, selection of most liquid credit derivatives, and determination of
volume clearing prices, prioritization and matching of orders.

[0093] FIG. 10 is a flow chart illustrating an exemplary method for performing market order

volume clearing in accordance with one embodiment of the present invention.
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(orders not necessarily filled), all of which are

calculated for the trading day that is about to end.
woe@boeehl y, the three key indicators nay be UBETUS2008/074186

the order |isted above to evaluate and rank the anount

of trading activity of or interest in a set of credit

derivatives. For exanple, the credit derivatives in a

desired sector may be first2Borted i n descendi ng order

of their respective total traded notional amount. |f

[009&@1D ona?p Eij ernl éf@ ]‘I"]O%IC RRR ﬁ% S}/s?fan %\{at%/ é:eli]e%:t %%mz’élr tn{orgj cgedlt derivatives

f trades - come | eak. the t| . The o .

that daygyitecty é?‘?%t/m‘l% o, e vely aé@? UrHigng credAerpHbRfo Smeg period.  The
ranked ahead of the other one. The thirdindicator - '

predetggrainedh trieqreaiod ampyue; ferfexempte; § tiadigj dagdmarkphprdsr goluge clearing),
a further tie-breaking criterion and can facilitate

a half hendpigodayngnididag weblinte dearingatoneas more dedingviiveins {endehifihgur volume
is thin or non existent but there has been active

cleaﬂir?%dblng pké&%@ﬁl &iadu%c'@@ékd{e'ﬁg JfQvRR vliE ORbANS. That is, although the
odi nent , e indicators (i) and (ii) may

exe 5'!? REHA 9 %grlngtlﬁlnég fef ecd pELE « dl ¥ vdlurfie ’cletahﬁg, the timing of

age trade notlona amount, for ch credit

volufyrclidrint s BRR, iy E“%}?@é%ﬁwa%@‘éfﬁ%ﬁag%rﬂ? Rpfafon. the following

traded regularly online in the electronic trading

descgpdenswilbig {%e alrading iy as the gardgtcsparcditivgs pasiodish érﬁéreéq e.
voi ce trades) and those traded in previous vol une

[0098] eaFhengelsetsmi ofighe Avestrlijuid ¢roadgnelyerttadeld ropeddit dativatives may be
Eur opean corporate single-nane CDS' s may be incl uded

condubtetl hecqrodly , to dAE of aoré pgetadritéde Atdgdiag naeB®odimyenbeof the present
sel ected for market order volune clearing. [0098] In

1nve§tt1c§10 t}?ﬁoﬂ'adlﬁ'% YRk B Gl A b B8siRuI tERlid BN lor TRY Hefore selecting the credit
det érm ned Tor each sel ected credlt derivative based

den\?aﬁg%slt ﬁo&tnaagg%tn(%ﬁgn \qoh%lg HUeal 4 e% %r ﬁ% F(giru éxla?rgﬂlé,rb? tI%e end of a trading

e price 'on may

basi c, princi (Qg, rices contain
day Prr kiR & B1 Ban R RUrEPE GabthbrGPra) Syl (oF hghme clearing. Fora
bid/offer prices; and (b) the nore recent the pricing
desitie tigdimgtseesar, (lee @adlng pystRen nigly datsptagg § favh keyrindicatoss ef/arding activity
it isto the price determ nation. [0099] According to
or trabngeinggreo dommnh sredftderiesoles selilablead that edtitdr. der i vati ve,
the price determnation may be acconplished by through
[0098] degtcoirdifg ttbesfe EMBbdig¥%an MeSkdyhdi@tdrWhaid include: (i) total traded
notional amount; (ii) total number of trades; and (iii) total notional amount of orders received
(orders not necessarily filled), all of which are calculated for the trading day that is about to
end. Preferably, the three key indicators may be used in the order listed above to evaluate and
rank the amount of trading activity of or interest in a set of credit derivatives. For example, the
credit derivatives in a desired sector may be first sorted in descending order of their respective
total traded notional amount. If two credit derivates happen to have the same traded notional

amount, the second indicator — total number of trades — will come in to break the tie. The one

credit derivative with a greater number of trades is ranked ahead of the other one. The third
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factors: an availability of a last bid, a last offer,
or a last trade associated with the selected credit
walerwwaasive; a timng relationship anong the |BST/UB2008/074186
the |l ast offer, and the |last trade, if avail able; and
price levels of the last bid, the last offer, and the
| ast trade, if available. [0100] FIG 11 shows an
exenpl ary decision tree for28leterm ning a vol une
clearing price level for a narket order volune
1nd1<;taho(:“ra—r Lt@t%%%?&ln&ggt I un? %% eearsg )cze e\{\xnfetdh ongzgyc govgcge a u}ther tie-breaking
roc 110 g
y.Sstart ste n
critefjan i A ﬁ‘é‘&?t‘%\ﬂ’étﬂﬁ ing 9%3153%“@8{/ S pason P&rasﬂts ig thin or non-
| ast offer. In this context, a |last bidmay be a nost
existepiclay thepeipasdregn actine trasng iecrest adicagydgyto ah gtterpadvengnbodiment, the
filled, and a |l ast offer nmay be a nobst recent sel
indicarate i) dmi i(figmiah detooadineg tdayldnhad a walangiantiiy, lied.théaverage traded
| ast trade is a nost recent trade transaction that has

notidiREMm6IPloe bR @Ediagr eed on during the trading day.
[0101] If there are both a last bid and a | ast offer,

[009t7£ gie e &ﬁsfr(gﬂ LTt ﬁllg%t?l%dl&%gtrt dtgﬁtbgt{x)@s Sfe sdi ctgﬁa}ﬁay cover not

mned in step ere Is elt
bi.d. or | f neither t bid.nor
onty % RS Feulbrly B3ling Inefe cistico i ao i s S Bon Qb pRSfnucd over the
of this credit derivative due to the fact that it has
telephaph (iseVaiqedtdss 39A hase tiaded orrevippyuplameiclegring gesgions. According
actively traded or of nbst interest to traders) during
to onchembodigienty atl iuropae reorpomats tseygletnd®s CGINEs wolyhweincluded in the pool,
clearing price level may be fixed at the price |evel
and @b fiveef kasdindl¢ astaes hl B2}elddied for hfrlhg bedey di@ehel dleasing P
1107 that either a last bid or a last offer exists, it

[0093]33/ hhep R, debRLM él@fglﬂgrbrﬁte §8vel ilrilair b‘é’hﬁtel?ﬁfneﬁrf@f @ach SelRcted credit

last trade. If not, the volune cl earlng price |evel

deI’l\yXIth(l: b%?ehd‘ bt e]]g] Pl‘gélgg a3 S ?Ie tllﬁraml{& ﬁ rnlleg (R ?r%h%lé 1ci3ayas The price

ere alas i's a

t hen, st 1115 F '@% cl.earin rice
detetfr@%ttoq o ol 4WO PR ,BPP@B PelfaIragF P qogkyin joge infprmation and
there is a last offer instead, then, in step 1117, the
therafeyleupis glosareleyansr thee bigdpsfer i pricepx a8d 4b) tthe pefecéecent the pricing
| evel of the last offer. [0103] If it is determned in
inforsagion 14.§ .1 tradeg biddofifas thetmard eclexins itss td the peiye ddtenmibaion.
determined in step 1119 whether there is a last bid.

[0099]‘ tSchcoTrdlﬁQ toNsdrhe Rmbbdikndnts, | for ARLRIRIoRd weelk hrivhii:, the price
| as

determination may be accomplished by through a decision tress that examines the following
factors: an availability of a last bid, a last offer, or a last trade associated with the selected
credit derivative; a timing relationship among the last bid, the last offer, and the last trade, if
available; and price levels of the last bid, the last offer, and the last trade, if available.

[0100] FIG. 11 shows an exemplary decision tree for determining a volume clearing price
level for a market order volume clearing session in accordance with one embodiment of the

present invention. The exemplary decisioning process may start in step 1101. In step 1103, it

may be determined whether there are both a last bid and a last offer. In this context, a last bid
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bidis later in tinme than the last trade. If the |ast

trade is later, then the volune clearing price |evel
woregooloezosfi xed at the price |level of the | ast tPEEsSio08/074186

step 1125. If the last bid is later than the | ast

trade, then the price levels of the last bid and the

| ast trade are conpared in step 1127. |If the | ast

traded price is higher than22he price |level of the

| ast bid, then the volune clearing price |evel nmay be

may%%%l mi%liéc%% é'glgr 8151“'1110 X eet‘ra 1n§fcfa?/ tﬁzﬁ laassntoghc}gcg and"} last offer may

ste e prlc eve

her tha the last traded pric then t .
be acm%%rr?%at | erder dyne fhgyiraseng fl%glawaf et Bﬁ?%eAi Byietrade is a most
of the Iast bid in step 1131.[0104] it is
recegidtagde tiangagtipmthat kes been gomplgtedian egreed QH dotingthedeading dgy.
but a last offer, it may be deternmined in step 1123
[010Whet Hénhdrb alre IbaEht a Qfist éhid iand | aatast offar, ttherprédesmnbianehdsast step 1105.
trade. If the last trade is later, then the vol une

OthefwRal it Ry PeideRrhféglin fay 1Pg7 évhé‘tﬁgr tBeretiDSitHr h Gt bRV&!a last offer. If
of the last trade in step 1125. If the last offer is

neltﬂeﬁt 2Bfast Bﬂiﬁg?#g ILLQStIra §ts, {hgfeng‘fu@?hgx;e' Bgenl gv tstra((ll of this credit
t ast offer and t ast trade are conpare
.1 . . price. is t han th
deriyaly %F“%F {hﬁgattgg t %féafs%;en PHEHE ﬁ%o’\lﬁot\)/\ﬁﬁlj?ﬁ H&‘?Séétﬂt“ﬁgd)e fiost actively
price | evel ¥ be again fixed at the price | evel of
tradqdh@ Papstiipigirst [htradesp dpripg the frading day; cldepeipeiteryf 1% ghe volume
| ast offer is lower than the |ast traded price, then
cleaitrgeprvas! leved nolydwifixed apthie paick awel ofrthy lasetrddexed at t he
price level of the last offer in step 1133. [0105]
[010Ref erlf itngd&raekinédint e 1107 thiit didher RG6i IS @R atlise 6ffeiNex3dte At may then
1103, if it is determned that there are both a | ast

be dBbAniAld it 2811 10§ h&Fer thire TRY latshﬁrﬁlieb qr 46t efeWdd&dle tRaring price level
step 1105 whether there is a last trade. If not, the

will %gbgé@ baCsleg" ﬁ Ia ng 91{1 n%ﬁo;J% ﬁlo Sep d[TPPé alg%o %@ &1%1‘ étefa 18 Irarllas§ bP If there is a

accor |ng escribe

.qQnpect.i on IG . 12. If. a |las oes exi st

last ‘i’lg Wﬁ?p 1Béteé?\éftlé?nﬁiﬁ T Qtaéﬁlgﬂﬁﬁ?tl%ﬂ’?ist%@f %tfﬁéhq pqe level of the last
trade is later than bother the last bid and the | ast

bid. df there is pflass gffer nategd| there it sterd | b thyr yadbeme elgatingrpgjceplgvel is fixed at
fixed at the price level of the last trade in step

the ptit8%vel 6f thotast offermay be determ ned in step 1141
whet her the | ast trade precedes both the last bid and

[0108)e l1agtis @b®hined fn §6p 11 hEthdPh URBUEdLAGINAt Pl €l V@ termined in
may again be calculated in step
step 1119 whether there is a last bid. If so, then in step 1121 it is determined whether the last
bid is later in time than the last trade. If the last trade is later, then the volume clearing price
level may be fixed at the price level of the last trade in step 1125. If the last bid is later than the
last trade, then the price levels of the last bid and the last trade are compared in step 1127. If
the last traded price is higher than the price level of the last bid, then the volume clearing price
level may be again fixed at the price level of the last trade in step 1125. If the price level of the

last bid is higher than the last traded price, then the volume clearing price level may be fixed at

the price level of the last bid in step 1131.
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1135 according to a nethod descri bed herein bel ow
[0106] If the last trade falls between the |last bid
wa@paInkes7i ast offer in terns of timng, then iPCTEF2008074186
determined in step 1143 whether the last bid is later
intime than the last trade. If the last bid is later
intime then the last trade, then the price |levels of
the last bid and the | ast tB@&de are conpared in step
1145. If the last traded price is higher than the
[010&1 ! Celf ltglée‘ategnmieg % ?tgétl(ljpé ﬁia{ Lhe? plrstn(lg)ga?feltlér(rieblﬁlaelﬁsrtlo@%r it may be
Iast trade 11 he price leve|l of the st
deteggpigeq & FFF@Hé£3 Piasipe ﬁet ﬂaége B da§r gt fige, tLiﬂh%ﬁ lﬁﬁém c. If the last
volunme clearing price level may be flxed at the price
tradq g\later.ghen e Yaisme [slegring psice pevel a5y Heofioe] atlthe ree lleyst of the last
trade is later in time then the last bid, (i.e., the
tradd msdtepot 2. Ifshd Biseofférhamteithan dst lattreade) theh ienptideelevels of the last
price levels of the last offer and the |last trade are

offelCRTIP@EagktitMds ta@P cdrbfoled hif stepa 1bastf tHeadQOrdAel GRick Ss lower than the
| ower than the price level of the last offer, then the

r
price’ @%%gﬁ tlgévlglgt df&g tﬁéﬁ &aS\Jtoﬁ%ﬁ?% (élggﬂn erle@:i ggdy%dag?ﬁl ftu&% at the price
| evel he I fer n
teveoty 8 e e I et 1o 1o Rl fegsfigf{!f O cler gy i ghen the st
be fixed at the price IeveI of the | ast offer in st f
tradeghpgize, then Hig]voree dedingnsincilorre mardeizgd pbthe paice lavat pffhe last offer
the volune clearing price level in step 1135 is
instgfd 1St rated wi th anot her exenpl ary deci sion tree shown
in FIG 12. The nethod may start in step 1201. In step
[0103P03,Rede1gipp @ack t@mhelep dltieiladigoh ase ihetepilfldBri€nc® determined that
between the | ast offer and the last bid. In step 1205,

therd dre 'EB% abl%stqﬁ@ ehdnh DRt Rely hieb SR &RAndSin! 8$SI 108 hether there is
zero. so, that neans the Iast bid price is higher

a lash B ﬁa?g %@1{1{3 Rafifahile 1P B8, GELELILOPH ) P& uccording to

| ast offer. he last bid is |la , n . the .

o medfRbgeP e heitn bl Mrsyrion laFRe. 1ehdl B Gaeysr exise it may
of the last bid in step 1209. If the |last offer is

be dptgereined fthgtap tiha7 vdiethee thel lagiriradg ip lterethie bethenthy 1 bid and the last

fixed at the price level of the last offer in step
offerl 21T ko, th® ¥0Bimd ¢learing jwricdde el mayelsk fixedsitee p@GSlevélaif thdrinst trade in
spread is greater than or equal to zero, then
step 1139. If not, it may be determined in step 1141 whether the last trade precedes both the
last bid and the last offer. If so, the volume clearing price level may again be calculated in step
1135 according to a method described herein below.
[0106] If the last trade falls between the last bid and the last offer in terms of timing, then it
may be determined in step 1143 whether the last bid is later in time than the last trade. If the
last bid is later in time then the last trade, then the price levels of the last bid and the last trade

are compared in step 1145. If the last traded price is higher than the price level of the last bid,

then the volume clearing price level may be fixed at the price level of the last trade in step
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an initial md may be calculated, in step 1213, as the

nmean of the last bid price and the |ast offer price.
wab@n/0295m step 1215, it nmay be determ ned whet PEF/US1D68/074186

spread contains an odd nunber of price increments. If

not, the volunme clearing price |level may be fixed at

the initial md calculated in step 1213. If the spread

does contain an odd nunber -8f-price increnents, the

vol ume clearing price |evel nay depend on a

1150 eifetﬁl{%“éog%k'l 'o'@t ! SR PRid dhe ri%t ¢ 'El%d'p"%‘ﬁ’:i% %:elg the volume

i.s Iat the VO ear i r Inay i xed

cleargyg l?rFﬁ? FYﬁ ey be rﬁx&geﬁf ﬁﬁé’“ﬁ% b eg f]tﬁ% last b é‘E &P ?Eﬂz‘%
the last offer is later, the volume clearing pric

[0107 by el If theylagerade e btertin ttivee than thealastrbid, (heu shenlabty oféertlii biter than the
in step 1223. [0110] Referring back to FIG 10, once a

last tvalelrtrercthe arice tpvplisiof ¢hel lestelffehasd the dast dedeanicomgafedrin step 1147, If
each selected credit derivative, then, in step 206,

the 1hdt dQiDpridel i€ Mvier MR tAE phitylet BIthftiRe Fé.b’tmffetr t@Edides olihe clearing price
t he selected credit derivatives within atime limt.

levelgrﬂrgé{jJ %%)a AN 1X§c?l,1t tgé) glq@er le 36f It agtq}ag & g@]ﬁ h [ﬁj f{ Igg%:level of the

e tra at t ume clearing pric
204 m SSi 0

s %f?%téﬁi thfsh%i%ﬂi”f’sﬁé iy Aok AL et may e

bove, That is, each part|C|pant only sees his or her
mth%ﬁﬂ“bk&ﬂd§@%”6ﬁd@k§Hbﬂ?Phkﬁ ‘those submitted by others.

If an order is validated and accepted by the trading
[0108)/st efhe dfbementdercdnmythbé fenabevdatingathe yobxecdeaing price level in step
wi t hout any further confirmation fromthe partici pant

1133M3dllssthwad with RaoBEdexempng debisiopakdel thoparnh MG 120&he method may
bound by the executed order. [0111] In step 208, upon

start §# @!e[) abp PN 1Pkteh 1003, B rdddhhy HOEalOHIFRH a8 WRIiBE AR b&t%en the last
tradi ng system nay autonatlcally mat ch buy orders with

offer5 zﬁl thg ia%? f)]?i IIrg?epol@%grlt %&%b—:l (ﬂger%}/ed%he%ﬁeq%{l épt%gad is less than zero.

i ness rules

r exanp th articipants. and/or the| rder . .
If SOb@abmF%ﬂS. LL? Lastio PGt i WaRFT o lank a1 s agd 1 M&gﬁ fiféerxlmed in step
one factor in Ealrln up the orders. Additionally or
1207awhethpiathieagt\bid ihlates g dimee thay the et permalf dhedpst bid is later, then the
maxi m ze a total executable notional amount and/or to

Volumerdlmcrjing paict ddvel nray edixedfat thicapliicegletdl cif eheslasobidan step 1209. If the
last (I)f?:’rl;se la.ter, then the volume clearing price level may be fixed at the price level of the last
offer in step 1211.

[0109] If it is determined in step 1205 that the spread is greater than or equal to zero, then
an initial mid may be calculated, in step 1213, as the mean of the last bid price and the last offer
price. Then, in step 1215, it may be determined whether the spread contains an odd number of
price increments. If not, the volume clearing price level may be fixed at the initial mid
calculated in step 1213. If the spread does contain an odd number of price increments, the

volume clearing price level may depend on a determination in step 1219 as to whether the last

bid is later in time than the last offer. If the last bid is later, the volume clearing price level
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[0112] In step 210, the trades may be conpleted at the
volume clearing price level that has been fixed in
wGer@p/02641 and according to the matched orders. P¢DUSBPS/074186

FIG H A shows a table listing exenplary price

scenarios and the resultant volune clearing price

| evel s in accordance with one enbodi nent of the

present invention. FIG H A32ray be viewed in

connection with FIG. 1 1 and 12. It should be noted
mayLbE:?fiti)f(ee oa{}Et{lg finiEiz'ﬂemPc{ Iﬁ]%ﬁuj] Ca?_f? %Flt:%§%s§%%m\}\%f lgGgfa%i;:@asr{a%fep % later, the

0 OcCcur.

resenting exenplary trading data related to.rea
volufsreRapng et 1o ol et P %@36 sl pyd pfus gl faick Tn step 1223,
example, only top two credit derivatives are shown for '
[0118hch Ruiesipe dack nFKo\iék enega selemerclearing adige tl¢vghhasgleeen determined
one timng variation, the search of the nost liquid
for eaclestlected riedatdeviestivies tfeacinsaeh 806, traaitescl@ntsomdeibs invited to submit
created in the trading systemafter m d-day, making

ordefsNfor\tAé WBRctel &@A¢diN BedREiSEL Witfd @atrhy elnit.a Hagh fugdadt sell order may
vol une clearing. [0115] FIG 13 is a screen sho

indic%g:?%h&gre@ oﬁmhl%ﬁXt tlg%ttfagkd \ﬁf f}i}g Q/Whﬁltfg ?Hﬁﬂlrgﬂcgﬁﬁvel that has been

et order volunme clearing nmay be configu

. ontrol]ed in an el ectraoni ¢ tradi system The. .. .

fixed GoteB 208 e ShrBmo of atie® PR BE aTHBPE ek Sindipgga described
vol une cl earing paraneters may be changed. For

abovgy ahpitels: £#d RUFRPANOPHESeGDMIMBT BFaVNf RIRBPSCE OIS Mg not those
enabl ed by clicking a checkbox 1303. A launch tinme for

subnitted hpokets. df deprdeoisuvndidated and nereped diydhe fradinpeysan, the order may
Field 1301. A tinme for publishing the nane sel ection

be adbniatiealDSdechtedwithoat &6 furdher toriirmadsn f@ngthe pb@ficipant who submits
may be specified in Field 1305. There may al so be

the ogﬂé}y&ﬁietﬁe ﬁaﬂtikﬁ)tantok{/illt e dthd lB? $he &-RRKEE ofdepdi t

erivatives and checkboxes 1307 for including or

[011?/1;0I Ligl J Eé‘é:,h %rn,el.%xiéatil;aﬁglﬁl ieo;t‘ 6&1% gﬁje];%&gﬂq%o\?\:org%{ %uﬁ%nigsrio Fj‘rthe trading

| une ‘citearing.
clearing price |levels that have been automaticall :

SYStqnp sy %ﬁogﬁ%‘:aﬁﬁa‘aﬁtﬁ{jﬁ%‘}’s‘?@?ﬁsa‘ﬁ’@bﬁﬁ]ﬁr‘?&?ﬁr% {ﬁ‘@ (ﬁ@?rhéegchmg may be
descri bed above. [0116] FIG 14 is a screen shot o
condypigdiagePrd Mg ems| Arorgi singss wiesTaperBersd. nfplectamde the participants

accordance with one enbodi ment of the present
and/omntheintordars may te picediete findtned thelpriostizdtiomemasbs hmawfactan in pairing
FIG 13 (1305), all credit derivates (e.g., Top 5)
up thatdeRavAdBiEBAIBLOEElk@fhtively, TR KRfers may also be matched to maximize a
total executable notional amount and/or to minimize a total number of trading tickets to be
issued.
[0112] In step 210, the trades may be completed at the volume clearing price level that has
been fixed in step 204 and according to the matched orders.
[0113] FIG. 11A shows a table listing exemplary price scenarios and the resultant volume
clearing price levels in accordance with one embodiment of the present invention. FIG. 11A

may be viewed in connection with FIGs. 11 and 12. It should be noted that some of the price

scenarios shown FIG. 11A may be unlikely to occur.
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order volune clearing may be published in a w ndow
such as a "Top Single Nanmes" (or "Top S/Ns") w ndow
wab@e29sm FI G 14. The Top S/ Ns wi ndow may | i SPCT/82008/074186
five highest ranked credit derivative products, their
respective terns, and information of the |ast trades.
The information of the |ast trades nay be periodically
updated and may include a Fa3%t traded price, a |ast
traded notional anount, and an indication of whet her
[OIIEIESaLPE:Igdﬁg | gllé)%voram??]){/ ]t)regein(t)lrt%g e{xtﬁﬁg rtr\”?h'@ fa%a lated t(g/ real market
ord e? g? glrnzpl ﬁgq?ﬁll ayinegdgstr;ﬂ%llsjp ahg? e;g‘;t%um I qlz q%&p {P%g\ex}@&‘rétg}i? d \ftaltlggs are shown for
session. [0117] FIG 15 is a screen shot show ng an
eacheli@nptaar yonywsivarpigrcsestari nlg addiowas one digeng [Vaaptionmtle search of the
see during a market order volune clearing session in
mos@aliqod deediralevitvitives nefeemzaddimentes @t otdees geasémi the trading system after
i nvention. This wi ndow may be automatically displayed

mid-@y, tohkitd AE ivBRnkYGE LM QbssTBNfRlctivelRMARTDA Woﬁmﬁé aelfing.
cl1ent upon sone visual and/or audio aler t he

[011§f' e‘?ﬁléd 1%%‘3;1 Le &l s cﬁt éhY)@v?n%TﬁM REm gﬁqw}oht?olt Qﬁld\éw #fBugh which

eari ow at t e same me an
ti : qunt’ down rena

margh B ﬂ@lumiﬁﬂyng 55 SR MR e e B @s%%nﬁ folrpding system.
to a ticker may |nd|cate that this is a market order

The gentihavipdevashany wioys fiekds aheramatket P‘ESlﬁ’F selHEwe clsppiag pafameters may
vol unme cl earing sessions. The volune clearing price

be chapged. sFaresanipkp theyeatketaddr viohwig ddandandtionimpante erapled by clicking a
enter Buy and/or Sell notional anobunt for each credit

checllBd Y303.VA. lalihe @metipr BleSmakket prdey ivdRehatlemfiid a3sibOrmay be set in
participant to re-post an order if it does not get

Field lidle% @elBEphtlshing iné fAd sel%@h olf ?ﬂe thb& 11gBIkELdiPadRhatives (e.g.,

vol une clearlng may be repeated if a first session

Top g? P/?B gé:c?f‘ff?de mjﬂglﬁl I%b ml“hé’r%'n%%f algool?ep ﬁ o%%l%g %glsp 55 tlhe highest ranked

i'ng i nterest
i pant

credllt ﬁlgrlyq,tgfa? ﬁ]@d g@e}aﬁ@c & gl?)pz fg'h]ﬁﬁ]l NG eﬁ }%LF@F{‘/ cre%u d%nvatlve from

unfilled orders. [0118] Although the fore 0|qa
the regaketrarges sy ofrandg dearpyed erhey blevieke celuguy shay's aslupes qiepring price levels that

preferably an integral part of the functionality of an
havedieen tutomadcdllyafiheddpysis trading s yeemacdoeding tathe nwohadselescribed above.

clearing function may al so be inplenented as an add-on
[0116PdUIEG. $YGH aadercad hensHENEHE @n BRY¥mplary display of Top-5 single names in
accordance with one embodiment of the present invention. At a predetermined publish time as
shown in FIG. 13 (1305), all credit derivates (e.g., Top 5) that have been selected for market
order volume clearing may be published in a window such as a “Top Single Names” (or “Top
S/Ns”) window shown in FIG. 14. The Top S/Ns window may list the five highest ranked
credit derivative products, their respective terms, and information of the last trades. The

information of the last trades may be periodically updated and may include a last traded price, a

last traded notional amount, and an indication of whether the traded price was hit or lifted.
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be selectively installed only for trading clients who
are likely to participate in market order vol une

W@ b@an29sgl sessions. I n addition, the nmarket orPB&F/US2008/074186
vol une cl earing methodol ogy for trading credit
derivatives may be easily adapted for trading of
credit indices, single-nane CDS products, tranches,
options, as well as other tgpes of financial
instruments, as may be appreciated by those Wi th

Serv. dl n aﬁvall 2 etnla?lcegorrt&n\%lta o‘ﬁ t?éqe S\/IQS wmdow %%%'ber:] gls[aglyec? llnd updated

ove-descri et or
process hel creas de volunes f th nDst
“ntﬂlﬁ‘l?:fﬁﬁ?e&er&}l%ﬁfmﬁl rilgue % Batket erderpdpmecleagpg session.
need to increase trade opportunities for illiquid

[0112} ediKIGddpiiy at sovees, shoy showigg sinngemphirey obredl cleatieg aindow a trade
swap (CDS) products. For practical reasons, it nmay not

clienpemale see abirmgt © mperkboonder ovalume céleaingn gessi@nsinshamrdi@nce with one
on a fixed set of single-nane CDS products. In

emb8diflichi B thet fiBLt iivetiGh. €AY wRRlo@Nhiag! bef AltoRall§i &§flayed by the
trades to influence single-name CDS imarket as conpare&l

tradlhg_bgsgég'o} nﬁa%g%ﬂ%?ﬁ%engé%g% P} @l?e?ft‘ gQﬁ@ oiHe (f%ﬁél%ﬁ/or 2085 alert. All

ments o ent 1 nventi rovide for
a rocess for et .of i
e PR e R R P R B T %SWOE%%E%@% gyl same ime
to as "limt order volune clearlng (LovQ), or al so
and Rig RF Mese HKing ¢1oekp Ay equehdpwg. the tigeosmaping fargentering orders. A
flow chart illustrating an exenplary nmethod of [imt

flashorgler statad UERRDCE lievar naxg ta a tiskeronaameca thiht dureis a market order volume
enbodi ment of the present invention. [0121] In step

cleardigO2s difffeeentioet frdoh ioér Gypes &divoluthey El¢aingyesbedUThS volume clearing
a trading day (or other predeterm ned tine period) may

pricdRvE§ hRCIi§Hayeln&akh Giidh tp){rt{cﬁfan{ Jnla& AHief BLY hn@br §ell notional amount
credit derlvatlve may be eval'uated based on deal er

for eagﬁ grr ?‘?t eﬁvatf%nd T%{#ﬁgey gl% Eov?dc’edl an% %ltlgh i gﬁéglﬁ%nt to re-post an

eriva eva B ca

WRERN AT ORI N -

or a trading week. According to one enbodi nent,
be repeatedri§ anfiryt prssign|dswedot eayse skificientioliimeto b regded gaifsignificant
CDS products as the subject of Iimt order vol une

tradiog élﬂgliestg(oi‘ onfilegpardersy ubraninslayn thhheader olpartEipanehegtsioply allow the
traditrlrgl51 Zyst:‘m to re-submit the previously unfilled orders.

[0118] Although the foregoing describes market order volume clearing as being preferably
an integral part of the functionality of an electronic trading system, the market order volume
clearing function may also be implemented as an add-on module. Such an add-on module may
be selectively installed only for trading clients who are likely to participate in market order
volume clearing sessions. In addition, the market order volume clearing methodology for
trading credit derivatives may be easily adapted for trading of credit indices, single-name CDS

products, tranches, options, as well as other types of financial instruments, as may be

appreciated by those with ordinary in the art.
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based on information fromtheir clients and/or their
know edge of the credit market. [0122] In step 1604,
wo e@diozag7cl i ents may be invited to submt thei PCOUS®0%074186

for the selected credit derivatives within a tine

limt. The order submi ssion interface my be a w ndow
that | ooks sonmewhat simlar to the fixing contribution

wi ndow shown in FIG 9A. Easdh-invited participant nay
enter his or her buy or sell orders by indicating a

Lhnﬁug%gﬂRﬁﬁng'i & and a desirednoti onal anount for one

e Ri t derivatives selected in step
02.__A currency. cqlu may, be provided for products
[Ollg’ﬁpabﬂ@ dhoveraeTivg i ake PIdsr Sl slanes .Pr%eésoﬁ%ﬂpﬁgncrease trade

to sonme enbodi nents of the present invention, a visua
volugies gf) dheomabteliquidraiediedesivptivwypigduess.i ddpigas @lsoonaendr tenncrease trade
trading interest in a credit derivative. For exanple,
oppdrtuaitles rfer dltiquiel ¢rediordegsgporsli ughtas Angientine ulredit defadittswap (CDS)
derivative may be highlighted or flashing to indicate

prodi&at FSORRENAl fhsssi@map nderddanabie Q@{)el‘%}ni Véihme cREtihg consistently
deri vative. However, there is no further detai

di- e ez riGe, of:: r . i
on  FREL S8 Shah el By 6y Ay RS P BT prenial o
interest in.a credit derivatiyve be sufficient.to..
publilflafRie | iaPhED g B Trey Sl e barsio Goic Raices. Based
al ert. However, anonymty may be preferred until )
on thesgROFSIHEREO B eRMEotRPAI BANE PIpthe ERTEN AtGBL P PreNddfc &or a unique
on the market. [0123] In one enbodi nent of the present
auction peoresofor atvandde saloif dhgsidregditaderiahticweadduats, sgedi frpcess is referred
only a desired volunme to trade without providing a bid
to asOflinf Hrder Wwliuge cledied” @WOVCHer alkaknden hefdindedhinge dsartng.”
mar ket order. The nmarket order may be then placed in

[012ohe aqreer gbQok ﬂ@@/dcﬁali‘teﬂﬁ@trrﬁt.iﬂfgi RARkeAGLBLHelRA! $RRit Sfer volume
desired volunme at what ever auction pricce is fixed in

L he. pric t 1.nat i.0on. S 0 | tep 1606, an
el A Ry B e R SR b B i 11 o
ders to imze a.total executable notionagl anpunt.

0128 "3 pte@nfitEethe oAb G et ferr e sPeeRaity (RINE day (o other
limt expires may be considered. [0125] According to _ o
predetgrrpinedrBygi nepiad smay be rle¢ied s Ehg ligydientaraliquidia) pt ¢ egdit derivative

determ nation in
may be evaluated based on dealer interest in and market activities involving that credit

derivative. The evaluation is typically done for a preceding trading period such as a trading
day that is about to end, the previous few trading days, or a trading week. According to one
embodiment, brokers may be allowed to pick a number of single name CDS products as the
subject of limit order volume clearing for a particular day. The brokers’ selections may be
based on information from their clients and/or their knowledge of the credit market.

[0122] In step 1604, trading clients may be invited to submit their orders for the selected
credit derivatives within a time limit. The order submission interface may be a window that
looks somewhat similar to the fixing contribution window shown in FIG. 9A. Each invited

participant may enter his or her buy or sell orders by indicating a bid/offer price and a desired
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step 1606 nmay follow an exenpl ary decision tree as
shown in FIG 17. The deci sioning process may be
wat@pned7by searching for price level (s) wth PEEUS2008/074186

| ar gest executabl e notional anmount and smal | est
surplus in step 1702. The buy orders may be sorted in
ascendi ng order of bid price and the sell orders nmay
be sorted in descending ordéé-of offer price. Oder
subm ssion tinme may be further used as tie-breakers,

IlOtl%nﬁ.P thml} Itfé)?roglg Sk Qtrg f g}?!:gcgrredlgréiggwﬁwes sele??]tgc‘? Er tst%? 1‘%@& A currency
Then, the sorted buy orders and sell orders ma

colupifais e PiVIRder BEH EtHEaRBIT! wahesinah P ﬂ%ﬁﬁlﬁ es. According to
anount at each price level. As a result, one or nore

somgyefrbedinesngy of Wha [praspet Inzerfost aeyieealt eibiuslio gdarpmady be employed to
anmount may be found. [0126] Then, in step 1704, it nay

indidae dedcarmhneaddiag inerdsovin naryeditr Heevatiewel Borh avanplbethe line or cell
(same) maxi num execut abl e notional anmount. [0127] If

corrdspSicng fo &pagichlar CRAAIPIdrR At VMR He"lﬁéhlt%% dt brefldhxigNfdhdicate that
execut abl e noti onal anount but the smallest surplus,

soméd?lg e@s;ég‘{iag(ﬁ[hﬁpci b8 (ﬁ?%n ki’lfat feletiche tvatti\t%at a{)\iré\%? thEX8L nb Rurther detail

surp us refers to t e tot not’i onal
unt. o ed o of . or.

discIgiiphieie; ﬁéllegfamcsr?rf?@%aﬁhfgordgﬁd s Fette Rt iiigtion of other

this scenario is shown in FIG 20 _as Exanple 1. [0128]
tradqrg’ H‘Eﬁr?ﬁtpllnea Fgqudéié degvadive By S HEHERK® RYRE Higninterest ‘of a trader
execut abl e notional anmount, then it may be determ ned
receivings teqh a7 0Benvhatiowypa, @hogmipy usay depprothueddurdil @adsh have been
of the nmultiple price Ievels. Wien a surplus occurs on
compleedld gresestaindtidrinfhiqel dhsthe saklesier red to as a demand
surplus. When a surplus occurs on the offer side, the

[0123%J rply SoﬂeS ethBb&ifeRd of Qh@%re%el%uﬁﬁl:ﬂ/tlcﬁﬂ rti%'d@ls chérgg- 2Ry ‘oé allowed to
determined in step 1706 that only demand surpl us

spect Xloﬂe}; dgsrlﬁdh\%h)lr;%{%ftéa ?Ja?%erth&?th%rg}/ﬁi %a 4 {gllor er &%e. Such an order

2 An e et o er su n1SS|
may JaRiegRT faut Xkeér? S5 JF THBK WITANTHPE D SR iy figprder book
is shown in FIG 2 1 as Exanple 2. [0130] If it is

and detrartinipratiagraesstodpde Trsdesirad velwme a wdpt gvaspuptiQisprice is fixed in the
exists for the multiple price
price determination phase.

[0124] In step 1606, an auction price may be determined based on the submitted orders to
maximize a total executable notional amount. All buy and sell orders submitted before the time
limit expires may be considered.

[0125] According to some embodiments of the present invention, the price determination in
step 1606 may follow an exemplary decision tree as shown in FIG. 17. The decisioning
process may be started by searching for price level(s) with the largest executable notional
amount and smallest surplus in step 1702. The buy orders may be sorted in ascending order of
bid price and the sell orders may be sorted in descending order of offer price. Order

submission time may be further used as tie-breakers, such that orders with equal prices will be
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| evel s, the auction price may be fixed at the | owest
tradable level in step 1714. An exenplary set of order
WG aios®s7ons, auction results, and order book Per/as1008/074186
this scenario is shown in FIG 22 as Exanple 3. [0131]
If it is determned in step 1706 that the surplus is
split between buy and sell sides or there is no
surplus at any of the price3tevels w th maxi mum
tradable volune, t hen the auctionprice may be fixed at
sorted Wlthaffl% %ﬁler ilttled tap er BIV?H§|Sae hi %hgr raﬁ( S’i’l?e% ghe s%rt{aés‘guy orders and
auction’resu
d orde ook dat for th| scenario is s in Fl
sell orgers iy b BieUn 0 T*’g“f%%‘f UgoloB Pﬁ?fglta&lmot%%ag%r@ﬂmi ?baatﬁr?rlce level.
FIG 17, if it is determ ned that none of the buy and
As ageqult, prejerrsorequich layelsovigs e laraest exeratably rotippalpniuat may be found.
| evel at which trades can be executed. In that case,
[01267] meERhebeirdetepriTDhend may bt dpteindid8d ilhed Hexw thiaay eraedevels have the
both buy and sell orders in the order book. If both

(samBYhaRinhrs 8kdculibfieictiofsl sstount.n€N NO auction price is
set but a volune clearing price nay be set, in step

[0123118 1f ferd g%x@é{g @x%eprf?:fe 14036 tl‘f%? fids @k ([{na%ﬁl&rﬁ e§@&ht£lﬁﬁ notional amount

st o vol une clearing session na

bu @Eﬁ'ﬂ@ﬁgﬁ'ﬁ%ﬁé it fisgaf %sﬁﬁﬁes%%aé PR g pleh 1710. A

book data for this scenario is shown in FIG 24 as
surpog gﬁ%‘p% tag _the[ g)_tzggl}oqo[na]i ampuntyel BrEHedeerdsss. Sﬁépe@p@ary set of order
that either buy or sell orders do not exist, then, in
subngissepnsl 2gGjonneesaltrs tand rorgeri kekwildth fore thaetceando ne shaovune FIG. 20 as
clearing session will be |aunched. An exenplary set of
Exar@plddr subm ssions, auction results, and order book
data for this scenario is shown in FIG 25 as Exanple

[012§] [ G %ﬂl]ltlfﬁ@ brife feWEls RRLst WithURE frakin®in @kedioivid ﬁ)otlonal amount, then it
det erm ne the auction prl ce, a nunerica exan‘p e

I

may Ibﬁvd% e¥1!nr}%E|SJé)§teB ggﬁé (‘E;}EF @%&éﬁf P_.[%Eks %gﬁjduﬁetp gtn%tglg)of b multiple price
v S SRR bR L e S s
Whe?lrzrlosl{lnrr]ptlus( (;cglurzseo"n tlhfr:] oglerI sllclieo rg}?e) su?;?lgs fas rgfrelrrgg to( ;spar ;u%gly surplus.

[0129] If it is determined in step 1706 that only demand surplus exists for the multiple price
levels, the auction price may be fixed at the highest tradable level in step 1712. An exemplary
set of order submissions, auction results, and order book data for this scenario is shown in FIG.
21 as Example 2.

[0130] If it is determined in step 1706 that only supply surplus exists for the multiple price
levels, the auction price may be fixed at the lowest tradable level in step 1714. An exemplary
set of order submissions, auction results, and order book data for this scenario is shown in FIG.
22 as Example 3.

[0131] If it is determined in step 1706 that the surplus is split between buy and sell sides or

there is no surplus at any of the price levels with maximum tradable volume, then the auction



10

15

20

in bps). Fromthis sinplified exanple, it may be noted

that there are three tradable price levels or limts,
wdosesand 64. [0136] FIG 26B shows a vi ew OPCT/H82008/074186

order book listing both the limts subnmtted by the

banks and the resulting surpluses at each |imt. The

limts are listed in a descending order starting from

64 and down to 30. At 67 bp38-the limt submtted by

Bank 4, there is no tradabl enotional anount, the

pricG EETAY LRSI PEPHECRTER S THE Moty se of order

demand surpl us and the supply surplys, 150MM, .

Subr@ﬁwsaraw}opnafe%l&& @ae,orfiﬁeﬁ%olﬁ QatsdRAANS EFRBTR Is shigwn in FIG. 23 as
demand surplus is zero, and the total surplus is 50M

Exampledo bps, there is 50MMtradabl e, and the total
surplus is 50MM At 40 bps, there is 50MM tradabl e,

[0132hd tRxderriap dlacls tr gep$7048inSEIKM1 7 Alf 166 deesmircl ehia nose nbHthe buy and
tradabl e notional anpunt, and the total surplus is

sell drdofYbudhO0diZrdssBaes dna® if e pAEdRT el fhigh@NMes icBn bk Gxecuted. In that
26B, the auction price may be fixed (in FIG 26C) at

case,61@ %ﬁl‘l Q%Yde@fﬁ'iﬂgdzih RE t]]@bglwl‘{e[}%g ﬁﬁlreealja%!ﬂp arﬁf%ﬂ%fléarg% the order
m nim zing total suPp us. I'n this particular exanple,
t e.are thre ice.levels - 40, 60 and 64 bps. - .

booly {355y1Eaty dnd" o oPesneve Hihie e Reet> SHtihe VOLBRGlearing price
If these three | evels caused the sane anount of total

may bg sl ifsster hels, abibe ayarefgett tBe ber®ikprisdingdhg Best pHer price. A volume
nmedi an price level (i.e., 60bps here) or an average of

cleatirgeses$ipe enayshé¢rdbd kuottpd en thas avdregalupridedevabr iAmecxeapdiry set of order
unless a last traded price exists. If a |last traded

subnfikdicm, @xEtsdnS resalty rand eori@viedokcdas €t tHiO sédnerid ds khéw@de FIG. 24 as
price may be chosen fromthe three equally viable

ExaRple®es in order to mnimze volatility. [0138]
eferring back to FIG 16, once an auction price has

[OISQEE% f?ttelg rdg{regrgﬂleidrﬁt %Ee%plﬂj%qgat ezt(}];&la Enlc’)% Hi gesllséléial%fdot F(?toeﬁ(ist, then, in

rs may bDe execut auc

jce. The first subset of orders are those . executable
step 2{7 b@h"é’ HTEPT BRH r"‘iﬂtf geéﬁHthdaQP BeUHs FEE BS5Ph iwﬁli&J i’% qa“n‘:hed- An
the total nunber of trade tickets issued. Trades ma
exenjay et af etleatsubmissigus tauenorp Fasels, fad vasder book data for this scenario is
counterparties with bid and offer prices equal to or
shovbeintlG. 2hanExdmeplaGet i on price. According to

[0134] For a further illustration of how to determine the auction price, a numerical example
involving six banks (Bank 1, Bank 2, ... Bank 6) is shown in FIGs. 26A-C.

[0135] FIG. 26A shows order submitted by Banks 1-6 respectively, each order being either
a bid or an offer and each including a notional amount (“Size” in millions) and a price (“Price”
in bps). From this simplified example, it may be noted that there are three tradable price levels
or limits, 40, 60 and 64.

[0136] FIG. 26B shows a view of the order book listing both the limits submitted by the
banks and the resulting surpluses at each limit. The limits are listed in a descending order

starting from 64 and down to 30. At 67 bps, the limit submitted by Bank 4, there is no tradable
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one enbodi nent of the present invention, the orders
may be filled in the order of best to worst price.
wab@v/02es71 buy orders with the best bid price aP€r/us2008/074186

matched with sell order with the best offer price, and

so on. Wiere there is nore than a single order at a
particular price level on either the buy or sell side,
the tine that the orders ard9submtted nay be used to
break a tie, with anearlier submtted order taking

. precedence. Al .0f st 608, ;a L
nodioP AT B oPhald GuPl ifters. AR 0 0e ST R hgretore ce
total?sir,ld 15%@ tllgegé?rg%q tkgpgrggr?ﬁ%%gllué%e l@é%ggﬁy %}lér%’fl}s{) MM. Similarly, at 64

determ nation and aucti on execution phases) wll take

bps, thers/is| SOMMetradabde, the deamapd surglus Theato, dnd the ttal serpdus iy SOMM. At 60
vol une cl earing session may be |aunched at the

bps, dkd¢rerini S0dtMatadabien apdithe total furplusais SOMVId #et400bps, there is SOMM
orders. The second set of orders may include a second

trad2bD 284 t1Qf tofl ABfpPusSivBOMNIC At 3D §s€ hedd o deRbRI fRional amount, and
subm ssi on phase) but remain unfilled at the end of

ﬂwtﬁﬁgﬁﬁgggﬁaggﬂﬁwsecond set of orders may further

additional orders solicited frominvited

rtigci pants duri nother Limted tine.period. . .

101375 fsBT 88 Breeptia R PRl inblsT b ot A i e ppabs fixed din FIG.
vol une clearing w ndow a trade client may see durin?

26C} #edOhpriby nybmizing O pradade gptignal propntgrganinggizigetotal surplus. In
cl earing session. As shown, the trade client has

this parbeilart ecdmpld Where abethreequrics lgpeds - e Gl SKIMA bipre- that lead to the same
Novenber 2012) at a bid price of 28 bps with a desired

traddbtd haivahl @hombNMOMIAL 41 thekd GreellSvdlScaus&rihe 8iims Aibunt of total surplus,
showi ng an exenpl ary vol une cl earing wi ndow a trade

thenCddeSRiing @Yo @bl R MOLiHIB& RALI(NE. BBRR Bef oflan average of
imt order volunme clearing session. As shown, the

' a I f I f . .

the hleB5uE) b Chosslis MOGRASE oL JFF Thich SE MR e s 17 a s
5MM of 5-year-term KJTGC at 35 bps. [0142] Whjle the

ad G G QOIS U] I AP S e R SBICRI T B hOser from the three
specificities, it is to be understood that these have

equals etpblpriqed ébordgr togninpsize golstilisxpl anati on only, and
are not to be interpreted as Iimtations of the

[013B} es dtxferring diatk anFIA.tl16wohde dneavepp@pecd histbechdsermined in step 1606,
skilled in the art

a first subset of the submitted orders may be executed at the fixed auction price. The first
subset of orders are those executable at the auction price and may be matched to minimize the
total number of trade tickets issued. Trades may be executed at the auction price between
counterparties with bid and offer prices equal to or better than the auction price. According to
one embodiment of the present invention, the orders may be filled in the order of best to worst
price. That is, buy orders with the best bid price are matched with sell order with the best offer

price, and so on. Where there is more than a single order at a particular price level on either the

buy or sell side, the time that the orders are submitted may be used to break a tie, with an



10

15

20

that other nodifications to the enbodi nents descri bed

above can be nade w thout departing fromthe spirit
wa@e@sewspe of the invention. Accordingly, suchPCT/US2008/074186

nodi fications are considered within the scope of the

invention as intended to be enconpassed by the

followng clains and their |egal equival ents. CLAIMS 1.

A conputer-inpl emented net he@l-for volume clearing in

an online trading systen1of credit derivatives, the

earhcar gub%g t&? nPJer ‘%%kng% 8? t I N &ne egd %ff cf?eé) é)tSaFl maximum amount of

I VES, on bei ng oase

interest in an ctivities of each of the set
ordegsriy IE‘HFPC%WC@QPFWQ? ?ﬁ%ﬂl&eﬁ%da@t ermned tine
eriod, thereby resulting in potentially different
[013§bt s Infancaesen trealetite slactreric feading systeset wepst §106 and 1608 (i.e., price
different tinme periods; inviting trading clients of
detetnhieatégdreaid anition texadlitiog hystsemill calewany tittlaMimeito cantpla® Then, in
limt, buy orders and sell orders for the selected set

step b1, raeﬂilﬁmg RlchMAs ka€dn BACKe RUNCHRHGE theSReGHfiNddEhcBoRpelce to fill a
price and a desired volunme to buy and each sell order

secogcg F{t';offﬁfc[égs afheosfef:&{d &4t bfz&d@ﬁqn%/ Hefiik EQC%%H%B?SC{ gf orders submitted

etermning an auction price or eac

. sel of credlt derlvatlves b

in s 4B P G ar e b s W u e Tt A s A B Higp 1608. The
limt, such that a total notional anount of trades

secopdh ¢t Q;faqfdgré a6 Biythef ingludengd difiqmal ﬁleﬁr sdigited; fropinvited participants
| argest possible and a total notional anmount of

duringdnotheg tinored éing pesiodhe snal | est possi bl e; executing a
first subset of the buy orders and the sell orders

[0140hat FIan 186s costpdent St Showing ded-@ipldied ohiind cRArifE Mafdow a trade
and launching a volune clearing session with a volune

clien® nfRreOQuRFd 91% clr@é&eslub&%slotn%htaﬁeop@flﬁﬁtrﬂrﬂﬁdvO@Hﬁé tRBring session. As
pri e, the volume clearing session |nclud|ng at | eas

shovf}h Stﬁé: ?ﬁge %Hgftel‘% subHﬁ?&idby %uﬁ roqﬁ Sfo?%d :P?erﬁleFk%\}g é&jl?er fh November

have no een ed exec on o
flrsL subset
2012) at a bid price of 28 bps with a desired notional of 5SMM.
[0141] FIG. 19 is a screen shot showing an exemplary volume clearing window a trade

client may see during the volume clearing phase of a limit order volume clearing session. As
shown, the trade client has placed a buy order for IOMM of 5-year-term SKM at 29 bps as well
as a sell order of SMM of 5-year-term KTGC at 35 bps.

[0142] While the foregoing description includes many details and specificities, it is to be
understood that these have been included for purposes of explanation only, and are not to be
interpreted as limitations of the present invention. It will be apparent to those skilled in the art
that other modifications to the embodiments described above can be made without departing
from the spirit and scope of the invention. Accordingly, such modifications are considered
within the scope of the invention as intended to be encompassed by the following claims and

their legal equivalents.
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2. The method according to claim1, wherein the
determ nation further conprises: sorting the buy
woe@enssaccording to bid prices and sorting t hrCEHEE1008/074186
orders according to offer prices; andaligning the
sorted buy orders with the sorted sell orders to
cal cul ate an execut abl e notional anbunt at each
potential auction price level: 3. The nethod according
to claim?2, further conprising: fixing the volune
clearing price level at a e of the highest bid
price and the | owest offegggéiéis if no executable
trade exists based on the buy orders and the sel
O AR ARl BBt B e Ui AR PR S of
price Jeve%i 4. The nmethod according to claim 3,
credifdgriwtiyes. ke medrd §empPEsise'si npl e average. 5. The net hod
according to claim 3, wherein the average is a
webdedting ageeofagedit grivitieespiheoldctaachniny baged on deal¢mmerest in and
further conprising: selecting at | east one potenti al
marlat adtivitiespificach dfalie ket ofiatedit deriegpendsriiga pledeteaniged time period,
execut abl e notional amount. 7. The nmethod according to
theréblyabdilthg ih WotenBh1 ¢ @ifRREdn® kdt9of &BlieaérVdived BB {e@tdl for different
| éast one potential auction price |level, one or nore
Lk auction prices that would lead to the small est
ung%ﬁg S)’Inotional amount of unfilled orders. 8. The
met hod according . to claim?7, further conprising... . o
£ 1 g g et ot o lectiop g Shisy CEpbEYE Withiggq gme timit,
one or nore auction prices if the unfilled orders are |
buy gydersig self gress fopHig selegier getioh sredifcderiyatiyssi aagh hry prlsr specifying a
| owest of the one or nore |likely auction prices if the
bid privkiahd edegrederdurae ® taiylandehth wildeder. specifijheg meofierdrice and a
according to claim?7, further conprising: fixing the
desiU&bivge prselt:e at an average of the one or nore |ikely
auction prices if the

determining an auction price for each of the selected set of credit derivatives based on
the buy orders and the sell orders submitted within the time limit, such that a total notional
amount of trades that can be executed at the auction price is the largest possible and a total
notional amount of unfilled orders is the smallest possible;

executing a first subset of the buy orders and the sell orders that can be completed at the
determined auction price; and

launching a volume clearing session with a volume clearing price level set to the

determined auction price, the volume clearing session including at least a second subset of the

buy orders and the sell orders that have not been filled in the execution of the first subset.

2. The method according to claim 1, wherein the determination further comprises:
sorting the buy orders according to bid prices and sorting the sell orders according to

offer prices; and



unfilled orders include both buy orders and sel
orders or if there is no unfilled order at any of the
woer@ooedsnore |ikely auction prices. 10. The neP¢DUS2008/074186

according to claim9, wherein the average is a sinple
average. 11. The nmethod according to claim9, wherein

the average is a weighted average. 12. The net hod
according to claim1, whereéh-the first subset of the

buy orders and the sell orders are executed by

magl(f hnlnql %agrte(fl%l ord‘gli% 1{h Igoertgdltﬁrg]: ersf cal \{\flate aff g%elg:ﬁtable

th t a bu order with the h| t b|d price is mat ched
notiqfjat pmgunt &f pac rpﬁéqnt% at“ﬁtl?lhE“‘Fetg)l\ﬁkéét of fer price and so

on. 13. The nethod according to claim1, wherein the

3. SelrRe hﬁ%oﬁ%‘éc&ﬁm‘éﬁ@ G1a§m ‘iefdrésh\% &dfﬁ;%‘ns%gmr i se

singl e-name credit def aufl t hat™ are deened
a klﬁﬂlu tlg% \éoléilrl Ie%lgt Egg Epcedl%V% ata mﬁ;]%\Feera en?Pf S fl Rest bld?prlc-lehand the
sel ecting, .invitin determning, e utln and
loqueafﬁemrwg ihpe ewfagh%egﬁl% Sahen B by efdiay Hy! hgyell orders
and wherein the predetermned tinme period is the
submifted wiiindtag timedimitipadnet hod according to claim 1,
wherein the buy orders and the sell orders are
S ubnhéHirg thenohymoeisdihg stesionAwitk ttectalome clehriagpiig: level.
systemof credit derivatives, the system conprising: a
processaor; at |east one _storage device coupled to the
4 pr dheaetiod ageqrding o flauppaw, CTEHUBF BYETREF I8 RSIPPIE AREa ST
via one or nore communication networks;wherein the
5. PreaERRMod S tHRRYE Hlal R 3C QRPN Gahferbd £ ai8etRtd hRRsd
one storgbg'cev?@e aﬁ&ﬁ he user ?nt%wgake {o°execut &
instructions to performthe follow ng tasks: selecting
6. a 3b¢ methodraechrtiingeo claah 2y Bsthet frenmddiect i on bei ng based
on dealer interest in and market activities of each of
t heel&ing @t 1east@flk hokati VALl HESriEUEVd Shat cHi@PBh®Y tBitE™rgest

executable notional amount.

7. The method according to claim 6, further comprising:

selecting, from the at least one potential auction price level, one or more likely auction

prices that would lead to the smallest total notional amount of unfilled orders.

8. The method according to claim 7, further comprising:

fixing the auction price at the highest of the likely one or more auction prices if the
unfilled orders are all buy orders; and

fixing the auction price at the lowest of the one or more likely auction prices if the

unfilled orders are all sell orders.



time period, thereby resulting in potentially
different sets of credit derivatives being sel ected

wo evoomedsferent time periods; inviting tradi ng BCT/881088/074186
of the electronic trading systemto submt, within a
time limt, buy orders and sell orders for the
sel ected set of credit derivatives, each buy order
specifying a bid price and-a3desired volune to buy and
each sell order specifying an offer price and a

degired val ume 1 d Lm0 n auction price
. fo?heeachh acf%rdm ? Fur CoFo et (]:f%t deri vati ves

based on t he bu¥ orders and %Hg sel | orde subm tted
wi HKINg RHBLIPRBLIFT 7 47 VSTRER Of Higtong of BYost Tk3Y pihign prices if the

anDunt of trades that can be executed at the auction

unfilpad; erders snofugle Hoglt besserdpisswil belborsiags qa ift theeglis peunfaled order at any of
anmount of unfilled orders is the snallest possible;

the omx ec utordikedy huetwh gicbset of the buy orders and the
sell orders that can be conpleted at the determ ned
auction price: and I hi ng ol unme cl| earing session

10. i the Begiraeengde ch %r Mg iERVaRge g MRS average
detern1ned auction price, the volune clearing session
In t o]

R B R S R R R G
execution of the first subset. 17. The system

12. actbe dietigpdtaocatmigno thjmuhwheicim thh fird etlesenofithe boyorders and the sell
further conprises: sorting the buy orders according to

ordeld e BXdcGRE b3S bAG BuR®ré&ih (RISl fibak Gaihtiabl cé@iparably ranked
of fer prices; and aligning the sorted buy orders with

sell 51189[ AQhd Bt §LﬁJset QlH]hR alth %@d&%lr}f the ﬁﬂgh@@i%‘f&'faﬁ@ i€ matched with a
noti onal anpunt at each p tential auction pr

. The system according to claim 17, wherein

sl it s 0 D%} R e " o 1 x t he ol une
clearing price level at an average of the highest bid

13. Pr TR mtHbdtad€orlneRs tlagth flewhereiC@e sélbctddse@veeretirabBvatives
trade exists based on the buy orders and the sel

comﬁﬁs%es'ir?glé‘—Hm tiaf d\éfahﬂ's@afn!‘t%a{ 4B Redihdd ﬁhqu‘?@ Qunng the predetermined

time period.

14. The method according to claim 1, wherein the steps of selecting, inviting, determining,
executing and launching are performed at the end of a trading day, and wherein the

predetermined time period is the trading day.

15. The method according to claim 1, wherein the buy orders and the sell orders are

submitted anonymously.

16. An electronic trading system of credit derivatives, the system comprising:
a processor;
at least one storage device coupled to the processor;

a user interface coupled to the processor via one or more communication networks;
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| aunch the volunme clearing session with the vol une
clearing price level. 19. The system according to
w@b@vedsdT wherein the average is a sinple aver@nes2088074186
The system according to claim 18, wherein the average
is a weighted average. 21. The system according to
claim 17, wherein the processor is further adapted to:
sel ect at | east one potentidd-auction price |level that
corresponds to the |argest executable notional anmount.

Zzwhérrlg?n e rsp%o%fasso Ol %tag d & g dﬁ umcate wuh}lmg Telkst ohg sto¥age device

pr ocessor ap fr oM
| east .one otentlal auctlon Qne or nore
and fhe wéwntg{fe% BFXpryte BStrpgiipns r@) a?q lovingtasks| | est

total notional anmount of unfilled orders. 23. The

syst em sdessingiarsgt efceredibdarivanyeswheseleptiarheing based g deqler interest
further adapted to: fix the auction price at the

hi ghesitmakettdedvitick ef gaché thersenali @editiddrivativggrdutiag aipfredetermined
the unfilled orders are all buy orders; and fix the

aUgiine@Rribd, th&ely rekil@ink ﬂiﬁ?&éntﬁiﬂl td'i‘f@er@ﬁl%ef%rof RRIdR dekik&@ives being
auction prices if the unfilled orders are all sel

org§&§aig&dﬁﬂggn§¥ﬁg§%%g§cord|ng to claim 22, wherein

he processor 1Is r ‘adapted to: fix the auction

or i ces. 1P G ieBls i AEtoRls SR ol iy Bpife panin @ cme

and sell orders or_if there is no unfllled order at

anlimits bpnerdgrsang selhprdsry fok theyelgeted s¢frpf sraditelerivatsyes gqgh buy order
system according to claim 24, wherein the average is a

si Apkcdyagartaderigtandihdesgyd yelmade brnyiambeach sell aider Spkcifying an
wherein the average is a weighted average. 27. The
sysfferpraecad didegrddovathrae fo sefl; wherein the first subset

of the buy orders and the sell orders are executed by

mat chi nge@AGRinRUY agEt‘fJ&f ridd th&chiof te SHPRALeMW R BB vatives
conpar ably ranked sell order in the first subset, such

t h '%seg oS gl%(ei uz}/?o%;er\éma}lﬁ' hhe%%ll% &tl]se gitbnﬁ{(ted !Q/{thl%%hé émggltnglg %gch that a

iotal notional amount of trades that can be executed at the auction price is the largest
possible and a total notional amount of unfilled orders is the smallest possible;
executing a first subset of the buy orders and the sell orders that can be
completed at the determined auction price; and
launching a volume clearing session with a volume clearing price level set to the
determined auction price, the volume clearing session including at least a second subset of the

buy orders and the sell orders that have not been filled in the execution of the first subset.

17. The system according to claim 16, wherein the determination further comprises:
sorting the buy orders according to bid prices and sorting the sell orders according to
offer prices; and
aligning the sorted buy orders with the sorted sell orders to calculate an executable

notional amount at each potential auction price level.



28. The system according to claim 16, wherein the
sel ected set of credit derivatives conprise
waemglozesmanme credit default swaps that are deeP®€rUS2008/074186
illiquid during the predeterm ned tinme period. 29. The
met hod according to claim 1, wherein the steps of
sel ecting, inviting, determ ning, executing and
| aunchi ng are perforned at -the end of a tradi ng day,
and wherein the predeternined time period is the

18. er,]{i‘Ee )%tetn?chgﬁgn%Fo i aruén L q} G aleldqlrggesg T 1$ %ur{her adapted to:

subm tted ano ynDusI 3 A co uter-
etk dRF YRYME SchrRe eméim‘!! gt h ARl e 1&11%835149?% Spe e lowest
of credit derivatives, the nethod conprisin
offerguicecif inagxedqutaing wags) QR baspd op thertagiardere ﬂnd/grﬁsvlé ordegg submitted
| east one nost liquid credit derivative that has

withai thb@meliaein, andaded or seen trading interest in the
online trading systemduring a predeterm ned tine

Pelauféhi thd @b dlbdithgde Wb Rh Ble8@I1ME clRAitEpi@veVel f OF
the at |least one nost liquid credit derivative based

on: an availability of a last bid, a |last offer, or a
19. | aghe pystae acposding bt deinwd §.hwherein ge dvetsge isohemplssaverage.
liquid credit derivative a tining relationship anong

the, | as he. | d the |ast tr
20. 3y Shles® gt % Db e PRk Pt W5 wbelRB e
of fer, and the Iast trade, if available; inviting

21, tragé B}@;teﬂ’lll h&Rdtdn®fo dlhier €7, i@ fro@didigs Sirheeifapeed to:
subnit, within atime limt, buy orders and sel

or gﬁ%é at Eﬁsttohg Pﬁ% 1ﬁ@l§£tl 1(:%9@&;61 Hag E‘(‘)ﬂjes};&'ﬁﬂ'tg the laﬁest executable

der| vat Ive at vol ume earing price evel eac
ot ¥ roor sel | order specifying a desired vol une;
%ﬁ'% "the buy orders and the sell orders subnitted
Wthin the tine limt to maxim ze
22. The system according to claim 21, wherein the processor is further adapted to:
select, from the at least one potential auction price level, one or more likely auction

prices that would lead to the smallest total notional amount of unfilled orders.

23. The system according to claim 22, wherein the processor is further adapted to:

fix the auction price at the highest of the likely one or more auction prices if the unfilled
orders are all buy orders; and

fix the auction price at the lowest of the one or more likely auction prices if the unfilled

orders are all sell orders.

24. The system according to claim 22, wherein the processor is further adapted to:
fix the auction price at an average of the one or more likely auction prices if the unfilled
orders include both buy orders and sell orders or if there is no unfilled order at any of the one or

more likely auction prices.

25. The system according to claim 24, wherein the average is a simple average.



a total notional anount of the at |east one nobst
liquid credit derivative that can be traded at the

wae eloaoe9sel eari ng price level; and conpl eti ng tPer©s2088/074186
the volune clearing price | evel according to the
mat chi ng of the buy orders and the sell orders. 32.
The met hod according to claim31l, wherein the at | east
one nost liquid credit deriv¥@tive is selected fromthe
plurality of credit derivatives based on one or nore

d f
2. 7 ?E?Eﬁ?%§%na(ﬁﬁ%g rogﬁeég% credi eﬁ@éﬁ%%afpgwdfﬁm?ge

has been traded durlng t he predetern1ned time period;

27. a TBé aystdl BaREdiE td ¢1aide 56, Wiikeil eheefileRibs& @fMfHetiughrlds and the sell
each credit derivative that has been traded during the

ordei%ra%j @ie%ﬁf@ﬁrﬂ)ﬁqnﬁt&}ﬁﬁ P& Hﬁg‘hor@é}qn ﬁletfﬁrstaéubwtvh@lr@t:h @&HHzﬁﬁbly ranked

orders that hav been recelved for each cred

sell o]rﬁer mz%]%ehiy t sulf)setn cygﬁ t edet erﬁ t\?\lﬁ&l}ge%gst%tl%gnce 1s matched with a

d' 4ceor
Ieast one nost liquid credit

selecting of th
Sdlﬂ@?ﬁWﬁ?HWé°W8ﬁﬁg?§%§“VﬂﬂﬁPﬁ@>the plurality of credit
derivatives first in a descending order of a total

28. NOf}Q Ey%'ten"fl ARISMin %to aaah1 &, fefidin q%rs‘e}’e"&‘te'd\é@t S@ldi83ivatives

been traded during the predetermned tine perlod and
erlvaélves

com]%%s[e sg) rginﬁ%rﬁo cre E%e%tu sgggs atdarﬁ dgg V%cp %l%ufl guli“%ﬁ %‘F p(rjedetermined

nunbir of trades that have been conpleted during the
timeeEA¢t er mi ned ti me period. 34. The method according to
cIa|n131 wherein the sel ecting of the at Ieast one

29. m)T d%c&f ?ﬁ’l'(gtto QE‘F qagvhéﬁ%l §§Isse %qg{/iﬂg%%etermining,

tra any o he p urallty 0 d|t ative
art of

execga%%qﬁpﬁﬁlc&@d; qre H%rf%rér}ew E& LG R artr%ld{ngddéllgf,l 2'911% vtvlli]eerem the
predetermined time period is the trading day.

30. The method according to claim 1, wherein the buy orders and the sell orders are

submitted anonymously.

31. A computer-implemented method for volume clearing in an online trading system of
credit derivatives, the method comprising:

selecting, from a plurality of credit derivatives, at least one most liquid credit derivative
that has either been traded or seen trading interest in the online trading system during a
predetermined time period;

determining a volume clearing price level for the at least one most liquid credit
derivative based on:

an availability of a last bid, a last offer, or a last trade associated with the at least

one most liquid credit derivative,
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35. The nethod according to claim 31, wherein the
plurality of credit derivatives include public voice
wo e@dozsand vol une cl earing trades. 36. The neP¢DUS2008/074186

according to claim 31, wherein the at | east one nost
liquid credit derivative conprises five single-nane
credit default swaps that are nost |liquid during the
predeterm ned tinme period. -37:- The nethod according to
claim 31, wherein the volunme clearing price level is

g?: glrjl ?é?%oﬁ%reilaglon%m@ iamb)n%‘iheelast%a& tlﬁ %{ of? ?C lfllﬁrtﬁe lastftrade if

bot h tpe last bid and the last offer exist but the

| ad¥2Pleg@does not exist: fixing the vol ume clearing

price level at or wwthin a limted range of an average

of the paetlewtlsobihg laskhbid, &etla%pffer, angl thetlpg tladestif eyfaflable;

is greater than the last bid; fixing the volune

¢l eitimgraplingdichevdithatledthmipridies $yatet toofubtrie withat a time limit,
bidif the last bid is no less than the |ast offer and

buy biBrsl a8 selPbidRfs BF e RasttdMe a8 tiqiid dreddtérilhekied thdWdlume
vol une clearing price level at the price level of the

Ckm%ﬁgﬁyéyﬁ . zihpastdgﬁgngpggg eE&nﬁ%ﬁfa%%ﬁg?? gStThe

o R E? ik Ofebra e Ficaes MR i T A—

| ast trade if: the last trade occurred subsequent to
a totplotipaalamguat efithe pHigast gae moptliguid predis dorivatiyve ¢ qlraégrn be traded at the

trade occurred prior to the last bid but subsequent to
volutngeldagigg pofd kvel, amdl t he price |level of the last trade

was hi gher than that of the last bid; or the |ast

t r aslapledagitricdd apthie Golinge ¢1B&ingasiice ¢évieblicdotting tthhe eladdting of the
to the last bid, and the price level of the last trade

buy w@@ngmeﬂg&mQﬁd&@at of the last offer. 39. The nethod
accordrng to claim 31, wherein the volune clearing

price level is fixed at a price |level of the last bid
32. i f The¢ hhethodwasortiing tb akim Bil dwhereinribe attlhast baes moetf lfqeud oedit derivative
the last trade;
is selected from the plurality of credit derivatives based on one or more parameters selected
from a group consisting of:
a total notional amount of each credit derivative that has been traded during the
predetermined time period;
a total number of trades that have been completed for each credit derivative that has
been traded during the predetermined time period; and

a total notional amount of orders that have been received for each credit derivative

during the predetermined time period.

33. The method according to claim 31, wherein the selecting of the at least one most liquid

credit derivative comprises:



the last trade occurred prior to the |ast bid but
subsequent to the last offer, and the price |evel of
wo bh@ojozest1 t rade was | ower than that of the | asPCbiUsR009074186
the last trade occurred prior to the last bid, there
is no last offer, and the price level of the |ast
trade was | ower than that of the last bid. 40. The
nmet hod according to claim 34§ -wherein the vol une
clearing price level is fixed at a price |evel of the

| ast ,of f.er 4f:. the . last. offer. but not,.the |l ast bi .
or i e i ol pRE A8 4 PRt ot Bhf nociona

the | ast offer. but subsequent to the | ast hid, and . the .

amopgjof sasherretit drivafiue frachastesn gaé@séqﬂn@ﬁ@? PRAGAMIAgE e period; and
the last offer; or the last trade occurred prior to

thent he | ast offer, there is no last bid, and the price
| evel of the last trade was hi gher than that of the
| astnkofgfeeedidderivatieesratingeqadacded ngridnal ehain® Bila descending order
wherein the steps of selecting, determning, inviting,

of a tHRd1 Giiber SNehde® MMt Riveze@tSmpRidIQuimg (it prédi@erdifedime period.
tradi ng day, and wherein the predeternined tinme period
is the trading day. 42. The nmethod according to claim

34. 31Thewethedrmcedrding g claid i swherdintthe sadedting of therat legsteone most liquid
subm tted anonynously. 43. An electronic trading

creds istieniveicompeskst derivatives, the system conprising: a
processor; at |east one storage device coupled to the

Pr ex&edifg a t1§dé1§iez[nyi TRy ﬁlafaﬁtf@ﬂkﬁécﬁﬂdérﬁfaﬁhés tRAGB RSPt of a switch
via one or nore conmuni cati on networks; wherein the

or a FIICEERSMe hq@daRLEM k@ ,cAPFUNi cate with the at |east
g R

one st Orag evice an e user interface to execute
instructions to performthe foll ow ng tasks:

35. selleetretmd abcating tpklairal3il  whatinahegiukalde bf sradit desyatiats include
| east one nost liquid credit derivative that has

publRi QI trR8eAnd VAR cRArif€BAddsr adi ng interest in the
el ectronic trading

36. The method according to claim 31, wherein the at least one most liquid credit derivative
comprises five single-name credit default swaps that are most liquid during the predetermined

time period.

37. The method according to claim 31, wherein the volume clearing price level is calculated
as follows, if the last trade occurred prior to both the last bid and the last offer, or if both the
last bid and the last offer exist but the last trade does not exist:

fixing the volume clearing price level at or within a limited range of an average of the
last bid and the last offer, if the last offer is greater than the last bid;

fixing the volume clearing price level at the price level of the last bid if the last bid is no
less than the last offer and the last offer precedes the last bid; and

fixing the volume clearing price level at the price level of the last offer if the last bid is

no less than the last offer and the last bid precedes the last offer.



system during a predeterm ned tine period; determ ning

a volunme clearing price level for the at |east one
wOo®v/0k4squi d credit derivative based on: an  PCT/US2008/074186

availability of a last bid, a last offer, or a |ast

trade associated with the at | east one nost |iquid

credit derivative, a timng relationship anong the

| ast bid, the last offer, au@-the last trade, if

available and price levels of the last bid, the |ast

nd the Ia a ble: ;inviti.n
38. tr fg : Hlé:ﬁlgg acc?rdmg {:l%le él?éc fr;l‘glrl]llt e Y(?lagle clearm% lprlcg{evel is fixed at a

. Su time limt, buy orders and sel
P“C%kﬂgkgﬂFg%“ﬁﬁg g% | east one nost |iquid credit

derivative at the volume clearing price |evel, each

buthedas sladdpcoyeied sehsdayens pretbi 1ast big aad dlessistedfov.df ame:

mat chi ng the buy orders and the sell orders submtted

Wi tHeilmst tdade déauered ipribt totthe taxbidibnesudbséqpiea tonlnd fastrdter, and the price
amount of the at |east one nost liquid credit

leve§¥Tthy/ Rkt t¥RletAthi dglﬂﬂ tHaf thdt dE e 1adt bidiervol ume cl earing
price |level; onpletlng trades at the vol une

cl ﬁl%gérlsg Gall bcccglnjeﬁ éﬁ ﬁctﬁg fagf &gertb%hgdiﬁ%(gﬁéf/?ttg%lag bih,%d the price

buy ers an ers

evefi R gy P RCFCR Bl (O ne

plurality of credit derivatives based on one or nore

39. PaTAERleeod 2888k RE claiiR M awBEBMRhE OB S cldAdin®biic@level is fixed at a
total notional anount of each credit derivative that

during the predeterm ned tine period;
pnugﬁ?dQﬁﬁﬁﬁhﬁggfﬁof trades that have been conpl eted for

each credit .d ive tgl %ﬁ %Q n traded during the
o Bttt R S Rt bt B o o RSPt | onal avount
of orders that have been received for each credit
debieJagt trgde occurred prior to the last bid but subsequent to the last offer, and the price
level of the last trade was lower than that of the last bid; or

the last trade occurred prior to the last bid, there is no last offer, and the price level of

the last trade was lower than that of the last bid.

40. The method according to claim 31, wherein the volume clearing price level is fixed at a
price level of the last offer if:

was the last offer but not the last bid or the last trade;

the last trade occurred prior to the last offer but subsequent to the last bid, and the price
level of the last trade was higher than that of the last offer; or

the last trade occurred prior to the last offer, there is no last bid, and the price level of

the last trade was higher than that of the last offer.
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during the predetermned tine period. 45. The system
according to claim43, wherein the selecting of the at

wo e@s2wne nost liquid credit derivative conprPGEES2008/074186
ranking the plurality of credit derivatives first in a
descendi ng order of a total notional anobunt of each
credit derivative that has been traded during the
predeterm ned tine period; -a&nd then ranking credit
derivatives having equal traded noti onal amounts in a

41. ge%ﬁg O%eat% 0681&1[% (o c]%lr{th whe gnttﬁe stg]ig]s (éf fé:%ts in 'da{erra i g, inviting,

een” conp

eniacco din erei the
mat@gige@ag&ﬁ e e Grormag st ﬁénﬁﬁgnt trrilagﬂay anggiherein the
derivative conprises: excluding a trade of any of the
predpfietniapd tipnegeried esdhe trdding vay.i ves that forns part of a
switch or a roll during the predeternined time period
. 4IRS AR PRy Pr O I OB B o e
tra es and vol unme clearing trades. 48. The system
Submjfte, ARATYEIOUYY el ai m 43, wherein the at |east one nost

liquid credit derivative conprises five single-name

43, Cr g‘ﬁ'eﬁecﬁ%flﬁl{tahm% Bt (Q"%‘ire(fi‘tr cf‘ert@gﬁvesl {hd 'éi/s%rg 46 ?Hsﬁlg

predeterm ned ti peri od . The systentacco din
clain%4% wherein the vqune clearing price level is
caf RLSPRY as follows, if the last trade occurred

prior to both the Iast bid and the |last offer, or if
boRHed%hang serepevishePupid t 4 PIOFISErT: exi st but t he

| ast trade does not exist: fixing the volune clearing

pr i geerliptgicearoupled i theiproeessar via eng aramgye cofmanicatien agfworks;
of the last bid and the last offer, if the last offer

I swheedt e prdeassor eadnptsd tddéammbinixatagvithntte woleant®ne storage device
clearing price level at the price |level of the | ast

and fhk GsdrfindelBcd @kedtdlinsGudtonk &S gertdiAnné Hﬁld\@ﬁ’g taQkd: er and
the | ast offer precedes the last bid; and

selecting, from a plurality of credit derivatives, at least one most liquid credit
derivative that has either been traded or seen trading interest in the electronic trading
system during a predetermined time period;
determining a volume clearing price level for the at least one most liquid credit
derivative based on:
an availability of a last bid, a last offer, or a last trade associated with the
at least one most liquid credit derivative,
a timing relationship among the last bid, the last offer, and the last trade,
if available, and
price levels of the last bid, the last offer, and the last trade, if available;
inviting trading clients of the electronic trading system to submit, within a time
limit, buy orders and sell orders for the at least one most liquid credit derivative at the

volume clearing price level, each buy order or sell order specifying a desired volume;
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fixing the volune clearing price |level at the price
| evel of the last offer if the last bid is no |ess
wo ban/oedsel | ast of fer and the | ast bid precedesPtesioas74186

of fer. 50. The system according to claim43, wherein
the volune clearing price level is fixed at a price
| evel of the last trade if: the last trade occurred
subsequent to the last bid-ahd the last offer, if any;
the | ast trade occurred prior to the Iast bid but
fﬁgslegg ﬁintchgn et}lel;]\ggy ﬁfc’de san]at%{t]e se q{d%rs tég Wi %le me limit to
or the last trade qceurr e rior to the | ast offer
suB¥tignt @ rofenglagioupt of tﬁ% AdeRthanp gt iquad erediy fietw?éwe that
| ast trade was |ower than that of the |ast offer.51.
Theanshestrased at e rvelumee ¢leardigairiee dselihér ei n t he vol une
clearing price level is fixed at a price level of the
| asémplietng fradeis hethe wehiend dearimagirichilelebadcordihg tothe hasthing of the
offer or the last trade; the |last trade occurred prior

buy 61@eis%d|t1@§§ellbirderblﬂ subsequent to the last offer, and
the price level of the last trade was | ower than that
of the last bid; or the |ast trade occurred prior to

44. t h&h¢ swstenbpetording faeclpisn #b Whesein Sfefas fleastons mors lignideeedit derivative
| evel of the last trade was | ower than that of the

is seleaet! flvintlthe pluralliyef sysliteleriasiives dhseg dnne loaintord Barameters selected
wherein the volunme clearing price level is fixed at a

ﬁpnﬂ{%@ﬁpb&%ﬁhn?Bﬁthe | ast offer if: was the |last offer
not the 'ast bid or the |last trade; the |ast trade

OC & tt{t%ﬁgm%ét I tuﬁt 6%&1 Hlt%%E@{tn@%at%ﬁ?ﬁ&%tﬁ%l&d hﬁ’rlﬁg]&le

price eve the Tast tra
d'taﬁw' bhan th t of the last offer; or the | ast trade
predg{epinpd, nﬁﬁ”ﬂ? to the last offer, there is no Iast
bid, and the Frlce | evel of the Iast trade was hjig

t hatpteliaimbst of Wader sat haye ksen cgmpletsfos 9%,ctléfﬁ¢dat:%tvatlvf‘gthat has

to claim43, wherein the selecting, determ ning,
beeni tradied dnign g the predetermined time period; and

a total notional amount of orders that have been received for each credit derivative

during the predetermined time period.

45. The system according to claim 43, wherein the selecting of the at least one most liquid
credit derivative comprises:

ranking the plurality of credit derivatives first in a descending order of a total notional
amount of each credit derivative that has been traded during the predetermined time period; and
then

ranking credit derivatives having equal traded notional amounts in a descending order
of a total number of trades that have been completed during the predetermined time period.
46. The system according to claim 43, wherein the selecting of the at least one most liquid

credit derivative comprises:



mat chi ng and conpl eting are perforned at the end of a
tradi ng day, and wherein the predeterm ned tine period
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excluding a trade of any of the plurality of credit derivatives that forms part of a switch

or a roll during the predetermined time period.

47. The system according to claim 43, wherein the plurality of credit derivatives include

public voice trades and volume clearing trades.

48. The system according to claim 43, wherein the at least one most liquid credit derivative
comprises five single-name credit default swaps that are most liquid during the predetermined

time period.

49. The system according to claim 43, wherein the volume clearing price level is calculated
as follows, if the last trade occurred prior to both the last bid and the last offer, or if both the
last bid and the last offer exist but the last trade does not exist:

fixing the volume clearing price level at or within a limited range of an average of the
last bid and the last offer, if the last offer is greater than the last bid;

fixing the volume clearing price level at the price level of the last bid if the last bid is no
less than the last offer and the last offer precedes the last bid; and

fixing the volume clearing price level at the price level of the last offer if the last bid is

no less than the last offer and the last bid precedes the last offer.

50. The system according to claim 43, wherein the volume clearing price level is fixed at a
price level of the last trade if:

the last trade occurred subsequent to the last bid and the last offer, if any;

the last trade occurred prior to the last bid but subsequent to the last offer, and the price
level of the last trade was higher than that of the last bid; or

the last trade occurred prior to the last offer but subsequent to the last bid, and the price

level of the last trade was lower than that of the last offer.
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51. The system according to claim 43, wherein the volume clearing price level is fixed at a
price level of the last bid if:

there was the last bid but not the last offer or the last trade;

the last trade occurred prior to the last bid but subsequent to the last offer, and the price
level of the last trade was lower than that of the last bid; or

the last trade occurred prior to the last bid, there is no last offer, and the price level of

the last trade was lower than that of the last bid.

52. The system according to claim 43, wherein the volume clearing price level is fixed at a
price level of the last offer if:

was the last offer but not the last bid or the last trade;

the last trade occurred prior to the last offer but subsequent to the last bid, and the price
level of the last trade was higher than that of the last offer; or

the last trade occurred prior to the last offer, there is no last bid, and the price level of

the last trade was higher than that of the last offer.

53. The system according to claim 43, wherein the selecting, determining, inviting,
matching and completing are performed at the end of a trading day, and wherein the

predetermined time period is the trading day.



