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

FX Alliance LLC. Phutembealeidige Sysemz concept, has
exi sted for many years and involves a party with
credit trading on behalf of a party wthout credit for
a fee. Fi¢ldof tha lhvéatidn A W shes to trade wi th Bank B

b h ith b
bt P A e B 0Pl
wi hefwdearttadprs, Bahik partiaiibal to teninenndr ivt which tradingsfoots ara identified

{118 e Pidg Sy e S0 o8Bl oo Bl i A bl Bnda

diexelugvaly, wapesrnad wiki mrimebrokasagensystemsage can be
integrated into an anonynous autonated trading system
20 Anonynous trading systenms are well known in the
art. ckargipd o the lpyentions  syst em oper at ed by EBS

Group W@Zdoﬁﬁb4912M@&ﬂ0nt@'ér6k@xgt8‘é‘ﬂ€est% Qéé&ﬂbé?‘é:

Eot currencies and precious netals in the int

kErage pyemy SHmg D GWQMWQPEQ%WCB&UW%@?@ X

amtiansd LECItFria ﬁr&(etrég%d 8s abbrﬁdékég ha@eﬂtédﬂﬁbr maﬁy?éar‘béﬁﬁ(
Cesait ri ces her wi

e not o
il b Pary S GBI ighultor bbb aaronuieuEied 8 oo Taus,
?dfanlank\AMIsftela ¢o nmuw:ermﬁtsxtﬁa hels hdm BiratersiagatitafithdadR 8, bank A
me. apm th t
| Ry b8 O BB K LR B BB A LR v
f antenintcod tfarpnacm with bahke Bamnidrobarlge kel A hdekfos badifigpdn thicle
PhHLAE: br oker bank can nake a profit out of the

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

CHRkOMBE carPe Rtidated| ] ’ﬁ{% é?{ér{SﬁyrEB%{%ftqrﬁé@& 95% systsdt, 1S

t he bank that uses
abnerymops tradigg syptems are w@@w indhe A Qe exembledk the EBS

ThRYerBYerhied b9 BBS Grodp Limited of London, UK to trade foreign exchange
spot currencies and precious metals in the interbank market.
The system of W02004/04022 enables traders at an institution to trade
through a prime broker bank, giving them access to prices they would not otherwise
. be able to see. The prime broker bank enters into a deal with the counterparty and
then executes a deal for the same amount with the party on whose behalf they have
traded. That latter deal may be at a favourable price to the prime broker bank so that
the prime broker bank can make a profit out of the transaction, alternatively, the
prime broker bank may charge a fee for making its credit available to their customer
bank.
The prime broker customer, that is the bank that uses the prime broker's
credit, actually logs onto the system as the prime broker. They may log onto a
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specific prinme broker deal code which is a virtua
code shared by prine broker custoners. This deal code
will be seen as the counterparty to prine broker
trades by third parties and will be seen as one of a
nunber of trading floors oper?ted by an institution.
QG her trading floors wll eal trading floors at
various locations around 5 the world. Wthin the
system all the trading floors, whether real or
virtual, have the sanme status. Alternatively, there
may be no prine broker deal code and the prinme broker
C usyieoifie prite gsokendea) cadedvHicteig @ vir@g), cotld ehd1ed Hjepth}ﬁ@lS@Jker

ties .cannot en see
e R R ok SEE %0 o T LB RREY K Bre biPRdtires by
anthir@ partieha@wwitl he seerpas dne of aaumber dfaalling Gbérs gp&rated by an
pr 0 ch-to increa
R 6 Ber fucl oS i o AR A8 s 1 VBl R p@ons arounc
thhﬁtﬂ@dd Vhﬂ"ﬂmélﬁ system. albthe ffadingfioare Whethleereal oradriial, have the
SWah{d¥titgs.i S used. The systemwaits until it can see

that a potential deal exists were it not for a |ack of
cr edi t Altgiativehe thessungy he 0 prime ibrikart deaycade apd éheorinténroker

Pajubiofier fogs bR, éi'ﬁiq}adfeg a@ tf?ﬁﬁﬁrﬂe %Qertb%ﬁk :b%uﬁ{eﬁginrﬁes Gnfif

the deal . "The ties e nane swtch can
r /BHEFS \é!helth%rt ey ‘E’dg ﬂfﬁﬁ%‘gltw\ihﬁ lBales pviolraing floph peswith an

aﬂﬂkﬁtﬂﬁ‘rl‘thfr@ﬁéﬂyﬁﬂétf@%ﬁlﬁQ&ﬁ]g@@%‘dﬂﬁfe'ﬂ?&epf al'l bids and
offers, Egedlt [imts and ownership quotes in order

that n %Wt@ewoaﬁwﬁw?ﬁ%ngé@wdwﬁ d@@bﬁ%ﬁﬁf\!@%@omt
i S)f REmErsSLurhlt@d Rtaﬂheﬁthbﬁ %&lné }é SHREbAIEH |nb|ﬂ§fswt@mrgf' i8luSedtThe

st , off are {F%E: ?%?ut ed and cre
c r’?‘é E‘@d" s ”E‘ °§3ﬁ%e %P?tSPPa PSR weEe %Hrf%’a Ig¢heef credit
t ?nad thdnesmﬁcfms&h@sipmﬁy ® ok offie ;%)glesltd) ihg dp&Iap e%ahys whe has
6] 1 r| ke e on tra
et o e dBB, PRONHIENE i bl oh HeRppapipl e ©
r @D&tl@r@weihlqaclb etheed hlsplpplmcibreqkleﬁs doasthst naoitotigeafrall bids and

c gﬁﬁ'g ggétgtnh lgglglﬂ %ﬁzﬁeﬂé@ﬂﬁf éuét@s W?) thaE %{ﬁ% qu}t(%g)ppéﬁ&nelt@s
SGWhﬁ‘? @eweﬁﬁéls Inpye Atitedrio W'aestlsmstemtamhrtectum whtese sibbid and

asHas bfe mALRE], E%c@%@?ﬂ%r&cﬂ%ﬁ@?@& aPthe '§§me gﬁéﬁ’&dl y, the

|nvent|on resides 1 n use O paren ependent
or chi V@ haveappreciaigd that ihepare aspasisaf tm@stmprqpesai%m

bMﬁériﬁQ pie iﬁ%ke?@eﬂﬂ&ra@%tsystﬁrﬁs @hlch %Ftﬁnot 3&15?4&3?9 UGiss he

Brggﬁemsa%lﬁwo el B PO Sbip AR IMB PP BaTiS G thefusiomers,

smd eniaphedin @dichGhe RidHEERnRINGRE Bnd RIBARE Bk €S,

uons‘ch'lps a plurality of counterparty trading

Summary of the Invention

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

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

More specifically, there is provided an electronic trading system for trading
products between counterparties, comprising: a plurality of counterparty trading
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,a. 3 floors, for submtting quotes to buy or sel
products being traded on the system each trading

fl oor having a unique trading floor code to identify
it to other counterparty trading floors; wherein at

| east one of the counterparty_trading floors conpri ses
a parent trading floor code And at Ieast one
dependent trading floor code, and wherein 5 trades
made via the dependent trading floor code are shown to
counterparties as trades with the parent trading

fl oor code. The invention also provides a nethod of

t r&udrd) Gor 80brAIRtinG lq@6tel ey dr"sa%rﬁ&m@weﬁﬁ(ﬁmdee omthé@stem each

r d n on t re arran
P Aol Bire s iwie VarotbSooRh o, Qe Py B otbeepuproarty
c dcﬁilrtgdlobriewherbm dt kast aredif g cbhﬁéﬁpatt@tr&trﬁt?ﬂodré eshhitBes a

PR 0 b o AR ST A

ort@dparrede viaitizldergnién trdiog flenr cadedars Bhowm{p douaidaRrtade
Vel BERGAIPRLDY ASh By | 0Or code as f1ades

tween a C er par Yt he parent trading floor
code ﬁh@iryﬁdiﬂnyalsq mewm;eemelend oﬁtmmgmg dnl edentropio thading
as:ﬁét@l’i‘ﬁlq whigh ﬁal‘ﬁEe ggdipgé Ok Bl sxﬁéﬁn% %Hr@gd mtc% ﬁ?dl%ﬂciors each

br okerage to'th
A h@i"ﬂﬁé unijgee kfé@ha@ éoctrrcadﬁ ngﬁntltydhe traxtieg ffawy tquatbaritading floors

PrifatiRg Rh MheLE 8@, 'ir% Aethtd E&ﬁ'ﬁfsmg%%g}ﬂﬁé Qgepé?'adent tradlrgﬁ floor

count er part em and ™ havT ng ni que

st
f 1°88¢ toh Jf@sfy%?é’a&%treg@@ flogs sede. ﬁn%a?owwéadea\madg g the
d@Bﬁéﬂb@ﬁﬁtrﬁdﬁr@%oﬁ%@es%ﬁé@béﬂwé&ﬁa &'dnf@?pemy%@:rtﬁ'&g rbﬁt

%Ed to,the dependent trading floor code of
cﬂl@f“B Porgafi&. 20 Preferred enbodi nents of the

| nvent Pesferhisly,¢hé bependyiaaing ﬂbchebd@rseds@nm a gine broker
%rﬁjned fromthe c a cust oner . bank

e ke S Bt ety B SRR O o SBR[ o
bbmkenaag gadingies cademap prbvice @EmE beuKetdge te 8 stgomer ik bding

f h k hild fl

e S80Sl RS 58 g6 B e E5QRElack e e iflomer
t henkutpor mﬂethapﬂne apiepﬂlmebtﬂﬂoecwe\/wvhhe'm todpirde brokerage is
IBRIEGH b baddEn ARl Y8E: G085 RE LdaASIARed Lo each

prine epen may have
mul ti p?refqyeﬁeﬁ@eﬁrrne@ea:f treon\e@tnoreraayh thyf advantabe thahdredit may
Vb aslignkl H8mtthd Eﬁﬂ'fﬁgr ccﬂ@to\‘ g E&stor{le}%ﬁk teRe ggmoop@cﬂe ofa

codes may trade with each other. Trades nm
deB? B'@lﬁ?f bl Prwaﬂj%rgk%{ee%tﬁadeﬁ grecesndvated Bem thescustetner ghild

Ofidife Bth Pk i@ vi v’brtl%j@l_ﬁ]ﬂe BibR&rAIPRook. f@&ﬁrﬁcm%‘énwa&ﬁbeo the
par nt deal cod ey use 30 credit assign ?1
ma% gperetgdlgough muitlple prime brokers with a child or dependent trading

ﬂoor code being assigned to each prime broker dependent deal code. As a bank

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

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

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

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




The use of parent and child deal codes has advant ages
beyond prinme brokerage. A trading floor may be

subdi vided into two dependent deal codes once z | |
e | 4 the nunber of traders trading on the floor has
exceeded the maxi mumthat a single floor code can
handl e. The splitting of the €ode into two dependent
deal codes, enables further traders to be added

wi t hout having to establish a new deal code that is
seen by counterparties. This nmeans that the
counterparties do not have to assign 5 credit to a

f r smuchbat oftadersanding be trdot haexeéeded thdRBXiMURCLR4L a single
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t 1 [ | [ i ch: _Fi el is a
schhee e BTG, Tt SEBAE eel Bt sk AdBitidRot e

t rragratigs adiag flegra betweers gifferent veRiiang of systan bofbraraveimrgwae.
concept of a prinme broker parent; 15 Figure 3
illustrates the relationship between a prine broker

par ent Brieh Degcripipn afitbe Beawiegs Figure 4 illustrates

t he r elcatdoamsdmtdofiet WERSRoR WMo e LR b of €88 pie only,
ri me bank deal code; Figure 5 shows how a

and  ap ea ) > 5
t r3diig refersare tedhe arcawanying rawigs e whighi ng sever al
20 di f frejuet isteednemaitetustbticibie Mirdeh Bigtdaftig@Rols tRdRS on a

bet ween rime custonmer and the prine parent; Figure
ﬁfaﬁﬁgﬁ’ggﬁes trades between traders on the sane

physi c&igufd Diliustuitésthe Gorfcbptra? atoriteardkegpsenes; Figure 8
i spl RS IRRERRInS R Ref odlveg s R Pk e i and
paimemanket; f i gure 8;
Figure 4 illustrates the relationship between a prime customer deal code and
a prime bank deal code;
Figure 5 shows how a trading floor can trade on the system using several
different deal codes;
Figure 6 illustrates frades between a prime customer and the prime parent;
Figure 7 illustrates trades between traders on the same physical floor with
different dealing codes;
Figure 8 is a partial screen shot of a prime broker customer display:
Figure @ is a view of the trader deals panel of figure 8;
- Figure 10 is a view of the prime broker customer’s deal log; and
Figure 11 is a schematic illustration of the message flow in a deal involving

" prime brpker customers each using mulfiple prime brokers.

Description of Preferred Embodiments
Embodiments of the invention may be implemented on any type of trading
system in which parties may be prevented from trading with one another, through
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Figure 10 is a view of the prinme broker custoner's

deal log; and Figure 11 is a.schematic illustration of
the nessage flowin a deal involving prine broker
custoners each using nultiple prime brokers. 30
Description of Preferred Enbodi nents Enbodi nents of
the invention nay be |nplenen§ed on any type of
trading systemin which parties may be prevented from
trading with one another, through N5 Ilack of credit
or sonme other factor. The enbodi nent to be descri bed
is an anonynous trading system but the invention is

nola;:lk bidréditcbrisome lbder tayPe Tgfa eﬁfthﬁﬂlﬁightt bR debéribdl Rtan
system n r 0 messa
o AP i ot Heduiion R ulpdieBie Bhel Bos Ay slgg The
a mmrhg gysteat may ksesmdéductaﬁed nfwmcllrnt(ﬁlsﬁe&nesgaﬁ@sﬁnematﬁrﬂe&veen
i cul ar rec
{ PeRferE SREihG Biferh & PRAY e Bt ofbogtteh 26 e gt The
ex@@mmow@iesmlbeqb iscpertisulariyreitentest. to avveading, of aifieancial
' WM&HH&E‘B@ a%ﬁ@#gigﬁ%%h% éx??ﬁorl%r énfeagﬁ?l%e%l nag\'%\} [3fl ng

any tradabl'e pro ncr a
i riQquUﬁ'?eﬁtaPPEmhﬁﬂ@IElmytraﬁngmytemtmeimgtawdtabalﬂe goddst, whether it

Wit BifiRaddng wfsﬁé‘rlngﬁtoéon})r{néd}?epé otﬁé?“?%ﬁ%lﬂ@ B%oc’ds MEIH the realm of

|nvent|on|sap|ca I nan
i fppeipdtrumenisnidr inyeripndsT @me@ﬁbéﬂ toteny tradakie &ma)ncahldstrument

eNﬁch@ﬁQt?@T@ ?&Rgr ﬂfe%@ur%ﬁ and. Q*b?nang%e!ﬂ%agé’l FRINES gThug)ﬁﬁQ'ﬁJHSwmg

is intended only to illustrate principles of
i i¥ampledninignded enlhE& ilustrateithe pripcintgseof Eedysinopands not
t niatkingg @y@éﬂmmeﬂ@g&a@m gwa@.@hdmm& &hbddifert¥aRE in98ntion
S
a5 PG Bcitsietd P USRS wdshssoghen. thnsartents & which are
|d mmrmme:tatﬁ Béfehmy%ferehye rl?ftlﬁ?ef Rlisifing bé‘afhﬁ%n; QJfér&VMeBﬁ) a trader
|1 O e 0, a re

P REL PR R BT RRR A RrnieE et Bifins o setem
wior to arhautomated irgdisy intetfate, orhichds awotkstatiombeding raaeiding
B oAt RN Ot OB,
d spedilites c Befareneas foatrimecaniis andprime Resteners oxdear to WOpqstamns
baRksr tﬁé‘gormi e%Hl?# QE%[I&OI‘FISIISe abedt Y4 %ﬁlﬁ Ak l%ﬁe M%Fﬁé

ankKs a

t he cont ol of Ccus oners ren

ddBplenenied Oﬂﬁ}? seeey differsnbwerisstatipns mstimy mmeecugtomer intra floor
digbfiRbgsy. workstations as may prine customer intra

floor deal codes. In aty EI cal trading system such

as t heleREpipalirading SYSomBRUaH a8 {otRBR FRfseebiadingsysems

Depérateg bl mmééﬂﬁg Rbétﬁxrce%rlﬂ@'tféﬂfn@f@@rrs%f BharlcialABtifns trade
m;tltutl one another. An institut]on

h PR PPt et ik IRguds ssupral irasting flaery Iqeated in different
dpértsedfeind world and belong to different legal entities ail forming part of the same

global institution group. Thus, a large multinational bank may have local trading
banks in different countries. Each of these is a legal entity in its own right. Each of
those legal entities will have one or more specified sites. This is a contractual
definition related to sites to which the system provider agrees to provide services. In
practice, this has been interchangeable with deal code, trading floor or a dealing unit.
A specified site may have a number of products associated with it that trade
on the same trading systems. Thus, a specified site trading on the EBS system may
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may have |ocal trading banks in different countries.
Each of these is a legal entity inits own right. Each
of those legal entities willYhave one or nore
specified sites. This is a contractual definition
related to sites to which the system provi der agrees
to provide services. In 30 practice, this has been
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a trading floor that
Nak #eéiéchteg detl%ﬁtetd bYAhtpﬁwma@nbﬁ‘é’ﬂ@mur@a}tbaﬁallmy the
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custonRr .to utilise the P%s bi | at er a
prime customer IS a user of the system who has chosen to utilise a prime
“bank’s access to greater depth in counterparties and better prices to trade. A unique
deal code is created for the customer that allows the user to trade through a prime
bank. This is illustrated in figure 4. The prime customer PC is a different deal code to

the prime customer parent ABCL. The prime customer trades through the prime

- bank 1XYZ. This arrangement contrasts with the prior art system of W02004/04022

in which there was no concept of a parent and child banks and to secure prime
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credit in the market to deal in the market in
situations where they would have insufficient credit
to deal thenselves. Figure 3 shows the rel ationship
between the 25 market, the prine broker parent XYZL
and the prime broker bank (or_child) 1XYz. A prine
custoner is a user of the sys?em who has chosen to
utilise a prinme bank's access to greater depth in
counterparties and better prices to trade. A unique
deal code is created for the custoner that allows the
user to trade through a prinme bank. This is

il broBéra@, @dradler ffongbdrk ABC Wh@d BaVEBgded @ MRE trBéing System as
B’f b?E deal code to 30 the prinme custoner parent

A 39_ prime custoner trades through the prine bank
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Thus a
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Thus L reB resents Iﬁon on and
services to customers and have establlshed prime bank codes. Bank DEFL has set
up two prime bank codes 1DEF and 2DEF and as GHIN and GHIL are part of the
same global institution they set up their own prime banks as 1GH! and 2GHI. Each of
the prime banks have customers PC1 to PC8.

Tables 1 to 4 show the perspective of some of the trading floors. Table 1
shows the perspective from ABCL spot trader; table 2 from 1XYZ PC1 trader at bank
ABCL; table 3 from 1DEF PC2 trader perspective; and table four from the
perspective of a spot trader in GHIN. That trader will not see any of the prime banks

as they are shown to the market as prime broker parents.




represents New York. It follows that GHIN and GHIL are
different floors of the sane bank. They may be
different legal entities of the sane gl oba

institution group or they nmay be part of the sane

| egal group. Four of the banks offer prinme brokerage
services to custoners and have established prine bank
codes. Bank DEFL has set 25 up two prine bank codes |
DEF and 2DEF and as GHIN and GHIL are part of the

same global institution they set up their own prine
banks as 1 GH and 2GH . Each of the prinme banks have
custoners PCl to PC8. Tables 1 to 4 showthe

alaga - Inﬁ fl oars [ahl e 1

PX spot trader;| table 2

shows t he persp@EfPE\/e |
from 1XYZ PCl tCREMT af lcrRERIT 30 ABBEAL$/able 3 froml

de f : dit f
EGUNTERPARTRAET RQWTPECE | VEMAD C@m&ﬁjﬁg‘{ﬁu [g%ﬁ%l COLOUR

perspective of 3 spot ftrader |n

Mok (Spedragay Of t NEA prijme bahks [as th?éy are|showd to | Yellow

ERE * 5 P e brjokerypareqts—F R
R e P TR AL & COUNTERPKRRY Lin T 11w g Yelow

ABRRIGET Torden. Bl LLMALE COLOUN JKLL (Spdt Tr adler ) PN/A Y  White

NFAY Y YeltowABEH
Yellow

DEFCNASPOt Trager)
(antﬁi'léZder NANNIN Wite 1XYZ(PC1) I\VAYN\Q
YeIDEBWPC2) DEF PCZI)UAI\I/A Y NY Yellow 1BEF(PCB) NW Y Y Yeliow

FEH—EPES T—NA—YY—Y—YfeHon—Tabte——PC-PB

péP?:Fr beed) T B0 T I0EALY COUNTERPARTY LIMT Yim 1 Yelow

MARKEIPCBATA BI LLMBLE GOLOUR J KLL (Spot Trhder)Y Y Y |V Yellow

ORGP ot rater Y Vel owl—ABGE
(Spot Trader) Y Y NY Yellow

Table 1
PC/PB PB/CTPY
CREDIT CREDIT DEALS/

COUNTERPARTY LIMIT LIMIT MARKET DATA BILLABLE COLOUR
JKLL (Spot Trader) Y Y Y Y Yellow
XYZL (Spot Trader) Y Y Y Y Yellow
ABCL (Spot Trader) Y Y N Y Yellow

1DEF {PC2) Y Y N Y Yellow
1DEF (PC3) Y Y Y Y Yellow
1GHI (PC5) Y Y Y Y Yellow
1XYZ (PC1) N N N N White
5
Table 2
PC/PB PB/CTPY
CREDIT CREDIT DEALS/




1DEF(PC2) Y Y NY Yellow 1DEF (PC3) Y Y Y Y Yel | ow
I XYZ(PCL) NN NN Wite

1GH

(PC5) Y Y YY Yellow

5

Table 2 PC/PB PB/ CTPY CREDI T CREDI T DEALS/ 9
COUNTERPARTY LIMT LIMT MARKET DATA BI LLABLE COLOUR

JKLL (Spot Trader) Y Y Y Y Yel
YYYY Yellow ABCL (Spot Tr

3

| ow DEFL (Spot Trader)
der) Y Y NY Yell ow

1XYZ(PC7) Y Y NY Yellow 1DEF(PC2) N N N N Wite
1DEF (PC3) Y Y Y Y Yellow 2DEF (PC8) Y N Y Y Yel | ow

IGH (PC5) YYYY Yellow Table 3 PC/PB PB/ CTPY
CREDI T CREDI T DEALS/ COUNTERPARTY LIMT LIMT MARKET
DOURTERFAARTYLE CULfelyR  DRCepqiPPOT Mhﬁﬁ@f DATR A BlLLAELE COLOUR
Yetow—GHH{Spot—Frader)} N A Y Y Yell ow
KL {$pet Tradstled aboVe, the cof umm |marked PC/ PB ref ¥r s tp Yellow
m@%,}oth@gé@e n the prjnme custoner ang tne gri meybank| Yeallow
L and—is—discussed-below The PB/ dounter nnrt\/ credit
ABGKi($rot Fiadethd es cF edi t| ext &hded |bet weBh prirfe br8ker Yellow
pangRyscANd yari oys TU| COUR €T pagrii esyon thg Sysyem Yellow
- The—Deal [Market Data clplum refers to the dilsplay of i
dotREFdREA)s and nellket |dataMand fhe bi NI abl e {col uln White
I efppEspdd) Whetherythe [Takely Wi be R tted by tje Yellow
wl e 1 fol exanple, deals
beARRESRCHBCL] and Y ABCL areNintra-fl oo deal § andYnot Yeliow
bl IdrifPce) (or [ TTadab! e) FiRat Ty the {/ast—cotunmy Vellow
Table 3
PC/PB PB/ICTPY
CREDIT CREDIT DEALS/
COUNTERPARTY LIMIT LIMIT MARKET DATA BILLABLE COLOUR
JKLL (Spot Trader) N/A Y Y Y Yellow
GHIL {Spot Trader) N/A Y Y Y Yellow
5 Table 4
In the tables above, the column marked PC/PB refers to credit between the
prime customer and the prime bank and is discussed below. The PB/counterparty
credit limit indicates credit extended between prime broker parehts and various
10 - counterparties on the system. The Deal/Market Data column refers to the display of
done deals and market data and the billable column refers fo whether the taker wiil
be billed by the system operator. In table 1, for example, deals between ABCL and
ABCL are intra-floor deals and not billable (or tradable). Finally, the last column
indicates the colour that the quotes will appear on the screen, although any
15 combination of colours could be used. In this example, yellow indicates a dealable

non intra-floor deal and white indicates a non-dealable price from the same floor.
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i ndicates the colour that the quotes will appear on

the screen, although any 15 conbi nati on of col ours

could be used. In this exanple, yellow indicates a

deal able non intra-floor deal and white indicates a

non- deal abl e price fromthe sane floor. P 10 Thus

figure 5 shows how a bank, thr'ough use of prine

custoner deal codes, can have access to several prine
brokers via their prime banks. In the system of

*02004/ 04022, the prine broker custoner traded as the
pri me broker using their deal code. The arrangenent
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C ueeenatnd F@O!”tmﬁmagﬁmm The R dbAean only @esigmgredit todhé floor code of

eﬁ? PB%nH WPé’E&Hﬁt IR0 @eg Beft %ﬁllcfrgl‘? thé gﬁ X n@%ﬁ? nor are

credit event 1 ncludes an |nd
cFr@MlaP’elt%a$5&0 Gedittafipaist ed. The system does not al | ow

t rader g PQs hhéblé 1384eb aRYBreBit bE&Es It odclAsRNSer snpé BRd #r
same P%d@jaeal code can trade with one another. These

t InteRAnkgpArRst A srepit event ifslugpsoan indication that crritilew o he PB
aBhabi§ted.The system does not bill the taker (or the
maker)_f or

The system hc?oség nE){ aﬁ]%\aevs"(r'aders to hit their own prices but traders in the
same PC deal code can trade with one another. These trades do not affect the credit
limits between the PB and PC. The system does not bill the taker (or the maker) for
these trades.

Figure 6 shows how a PC trader may trade with a prime broker parent. These
trades are reflected in the done deals information and market data information that is
made available to other traders. These trades will cause a reduction in the credit
between PC-PB, PB-PC and PB-PB parent. A prime customer actually deals with

the prime back which in tum, proxies for the prime parent in dealing with the
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Figure 6 shows how a PC trader may trade with a prine
broker parent. These trades are reflected in the done
deal s informati on and market data information that is
30 nmade avail able to other traders. These trades w ||
cause a reduction in the credjt between PC PB, PB-PC
and PB-PB parent. A prine custoner actually deals with
the prime back which in turn, proxies for the prine
parent in dealing with the ti 11 counterparty (that
Is, the prine parent code itself is conpletely out of
the picture in the literal transaction flow). There

| Scauntrpunty Kibbt i, RGN paBNIRUBREN is Bémpletely out of the picture in
and one "prinme"
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Thus, the tradi as we counterparties
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t coungarpartles mtertactmg w:g-n hg pnr%g I?)Eoklern é:/uestnotnge?' rs]aw all messages as
originating from the prime broker. In the embodiment of the present invention
described, the prime broker customer (pbc) has its own dealing code, which is a
child code of the prime broker customer bank. This bank is eligible to trade on the
trading system in its own right but may choose to trade via the prime broker to gain
access to better prices from counterparties who would not extend credit to it. Thus
the pbe is an active tréding floor and orders that are submitted by the pbc are
submitted from the pbe trading floor directly to the market regardiess of whether the

order makes use of the prime broker and regardless of whether the order will appear
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descri bed, the prine broker customer (pbc) has its own
dealing code, which is a child code of the prine
broker customer bank. This bank is eligible to trade
on the trading systemin its own right but may choose
to trade via the prine broker, to gain access to
better prices fron1counterpaﬂ@|es who woul d not extend
credit to it. Thus 30 the pbc is an active trading
floor and orders that are submitted by the pbc are
submtted fromthe pbc trading.floor directly to the
mar ket regardl ess of whether the order nakes use of
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plurality of prime brokers in a priority list. This list is used by the trading system
during deal initiation. Where the pbc is a taker, the trading system will choose the
appropriate prime broker which has both literal credit with the counterparty and
higher priority. Credit between the prime broker and the customer must also exist.
The maker procedure is simitar with the system using the priority list to decide, on 4




access to the sane deal able price. This problemis
solved by including a prinme 25 broker priority list in
the order subm ssion nessage. This nessage is simlar
to that described above but instead of including the
identity of one prime broker, jincludes a plurality of
prinme brokers in a priority ﬂﬁst This list is used by
the trading system during deal initiation. Were the
pbc is a taker, the trading systemw || choose the

_appropriate prinme broker which has both literal credit

10

15

20

25

30

with the counterparty and 30 higher priority. Credit
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is floor PB2. By virtue of the prime broker/prime customer relationship between PB2
and PC2, trader PC2 102 will see PC1’s quote on his trader terminal display as it is
the best quote in the market, and the quote will be displayed as a dealable quote .
Trader PC2 wants to trade and hits the quote at step 3. A hit is an invisible order
and at step 4 a hit submit message is sent from the PC2 floor 108 to the arbitrator
112, the message including the PC2 floor's prime broker priority list. At step 5, the
arbitrator sends to the maker floor PC1, a hit notify message which includes

information about PC2 and the chosen prime broker for the hit, PB2. At step 6, a
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arbitrator will cause this quote to be distributed via
a market distributor to trading floors with whomthe
sel ected prine broker has bilateral credit. One of
these floors 25 is floor PB2. By virtue of the prine
br oker/ prime custoner relatlog hi p between PB2 and
PC2, trader PC2 102 wll see PCPs quote on his trader
termnal display as it is the best quote in the

mar ket, and the quote will be displayed as a deal abl e
quote . Trader PC2 wants to trade and hits the quote
at step 3. Ahit is an invisible order and at step 4
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The second major difference is the introduction of the hidden deal code.

The actual deal code used by the prime bank 1XYZ etc is masked so that
counterparties are unable to see which prime bank has done the deal. The parent
bank will be shown as the counterparty and will be the party whose name appears
on the deal ticket. The use of hidden deal codes also prevents prime broker parents
from seeing prime customer bids and offers.
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also gives rise to the possibility of nultiple dea
codes at a single physical or virtual trading floor.
This in turn enables traders on different deal codes
on the sane floor to deal with one another, so
increasing liquidity. It also means that orders to be
executed using primnme broker Pedit as submitted direct
fromthe prinme broker client 25 trading floor rather
than via the prinme broker. The second major difference
Is the introduction of the hidden deal code. The
actual deal code used by the prinme bank 1XYZ etc is

masked Be usbat h.dmmtssnmamtdoe@s BdsSapiiicbeoltoids B ;Mech
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i gisktraightforward, all counterparties nust assign
credit to the new deal code before it can trade

ef f ect PY&PIP9 highen prreatiphiiddsal podesy the existing deabesidagan resoain
achoi asivd hiRIrdeabPécRed hitehed & it @aéﬁ‘&h@%aﬁdogé\’théQab nBRB&AR

cre ading fl oors and they nee

C iR wifindieiole] SXaeSdnt e mumbanial QM A SHersingle deal
c andea dloivgver| the @etsﬁmmmkét ofilly se6LMk parint Al Eodeti @At J
1Qe$%§§383§¥g¢1§0 tﬁ%@gtegﬂg?aé parent/child deal codes, the

exr e 8%  but has two child deal

- codes &tflll’&lehbehef ivofihidderacpareitichitt diemtodee dfisdyabhah a system is
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P gect e rbt BBl A Bty F @R roganne
HMR%‘@ deal cpﬂ@wwlase tsbs’mgm’(é(mth@ nbgradeeiesystele Thiacemmedealloss
Cﬁlq%dﬁ‘iﬁq"r%r cﬁQ' §evéré hﬁ'lﬁ%tﬁin e'%%t?ﬁ/ﬁ%rg H{?%%ée% &f %ke zf‘arc ﬁ"ﬁr‘ﬁ afe

further en or
fé%i*l""@ﬁ?d@?”aﬁ" |t%%\§0f¢ﬂf'€é°ﬁfeé9ns%x§h@mﬁ|mrkﬂlpgnemdd FAturn this

PR HystehSPepibrg \%r‘y%l@ct&ht’f@ uﬁ%ﬁ&élggs é’\Wesg 3%.3.’1 a‘ésol{.ntely
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t ihagk ;ﬁtﬂerttial”@lr@hceﬁ\'le?@/\ﬁétﬂ'ld fofﬁhb@:bkt ié\%fpb%dﬁhen
upgrad@l can_t ak Iac here are ew t1 nmes when

al | 5P PRt @PB’E}' st FRdeg SVeraeTREY Wisareblem by assigning

| mpaivefrehild teab codes to a parent deal code. One of the child codes carries on
trading while the other migrates over to the new upgraded system. This allows the
parent deal code to carry on trading while the new equipment is installed and tested.
The migration over to the new system can then take place without any loss of trading
capacity. This provides a technically elegant solution to the technical problem of
handling upgrades and also makes it much more attractive for a system operator to

~ make more frequent, less fundamental upgrades.




makes system operators very reluctant to upgrade
systens unless they absolutely have to. Consequently
systens do not develop or inprove as fast as they
mght, with mnmany potential enhancenents waiting for
the next major upgrade. The use of parent and child
deal codes overcones this prd@len1by assigning 25 a
pair of child deal codes to a parent deal code. One of
the child codes carries on trading while the other

m grates over to the new upgraded system This allows
the parent deal code to carry on trading while the

new equbtheredpblidaions\siipatdneahddiild te4 kedbs ard PEsIBIdAR] Wit Becur

over, to the new s em can then take p|ace wthout any
" BB Py Y T MEgorinnd et b Seeclecrmelsr | 3
el degenitied bbby araris timitéchanlyt BcthaifgiawinglcRibhem of 30
handl i ng upgrades and al so nakes it nuch nore
attractive for a systemoperator to nmake nore
frequent, |ess fundanental upgrades. 16 O her
applications of parent and child deal codes are

possi ble and will occur to those skilled in the art.
The invention is not limted to the specific exanples
descri bed above and is Iimted only by the follow ng
clainms. | 17 dains 1. An electronic trading system
for trading products between counterparties,
conprising: 5 a plurality of counterparty trading
floors, for submtting quotes to buy or sell products
bei ng traded on the system each trading floor having
a unique trading floor code to identify it to other
counterparty trading floors; wherein at |east one of
the counterparty trading floors conprises a parent
trading floor code and at | east one dependent trading
fl oor code, and wherein trades made via the dependent
trading 10 fl oor code are shown to counterparties as
trades with the parent trading floor code. 2. An

el ectronic trading systemaccording to claim1,
wherei n the dependent trading floor code is assigned
to a prinme bank offering prime brokerage to third
party banks trading on the system 15 3. An

el ectronic trading systemaccording to claim 2,
wherein a prinme brokerage trading floor code provides
prime brokerage to a unique trading being a
counterparty
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on the systens and having a unique trading floor code,
the uni que trading floor code having a dependent

fl oor code, wherein the prime brokerage is provided to
the 20 dependent trading floor code of the unique
trading. 4. An electronic trﬁging system according to
claim3, wherein the custoner'‘bank dependent trading
fl oor code assigns credit to the prime bank dependent
trading floor code. 25 5. An electronic trading
system according to claim4, wherein the custonmer bank
dependent trading floor code includes a trading fl oor
adm nistrator for setting cCcrithd |inmts for trades
made on behalf of the custoner bank dependent trading
floor code by the prine bank dependent trading floor
cotle. 30 elgctrbBic thdingsysitre ddrtating ptodacks Detwags teiMterparties
aQ%ﬂ[ggﬂ% to any preceding claim wherein a trading

f 100 e has a plurality of dependent trading fl oor
codes, agdurhlity ependtermarty tredidg figprs, lfaraubmitiey deitesgo buy or sell
assi t dj . adi ng syst.e

7 PR o, ol BT bl I b oL g3 i Hoor
wefe foideniidy ibloadgs couderppity tsastingAlvoesy vbeneineat leastotien] the

| .

{ o oRRRy LAIR oo orhiite Sy BB AL A0 SRa ket ohe
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codes assigned to prine banks, and at '|least on

trading floor code having a plurality of dependent

t Radi ngnkler@onic BEERY syRER S8R0 RIAIME, WHSEIR MRS dependent
ust oner, dependent tradi ng fl oor

trader each. prinme | C ) )

o 38% Boor 35S e s S s s AT GRS T DkAasl p i party
b&akksdegimgdarthe tysga.ng fl oor codes. 15 9. An

el ectronic tradi ng system according to any preceding
clainms, wherein at |east one of the trading floors
c@npr i Aeslegtranic trariig sjein awdelingay clagn DovENIE a@Rne brokerage

t ' M .20 .10. A et hod of
A oS0 o e B S
par fhesystemgdind havinga uhiqus yadirgricar eods, trengiieitratiing floor code
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dependent trading floor code of the unique trading.

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

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

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

floors trading on the system the nethod conprising

assigning a dependent trading floor code to at | east
one parent trading floor code, and show ng trades
made via the dependent tradi fl oor code as 25 trades
between a counterparty with tie parent trading fl oor
code. uu | Abstract Trading Systens (Fig 5) In an

el ectronic trading system prinme brokerage services
may be provided by assigning one or nore dependent or
child deal codes to a deal code. Prine broker trades
ar@ conuabadnititading sysien aoetedihg tealy raamg RIsim aResdn a

BB 3 B0 o PR Sy 58 S e
prtravingfok catestetgmssigsedato depahdeirdineal the dédingsystdme

cust oner bank which also trades on the system
allowing credit to be allocated by the custoner

debendém eleairodis tiading pysters abeonding tot dlait s whérethethd poddet
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exlating Mgortin.ze of trading floors beyond that which
can be supported by a single deal code and to assi st

in mgration between system versions.
. An electronic trading system according to claim 2, comprising a piurality of

trading floor codes having dependent trading floor codes assigned to prime banks,
and at least one trading floor code having a plurality of dependent trading floor codes
assigned to prime customer traders, each prime customer dependent trading floor
code being assigned to trades with one or the prime bank dependent trading floor
codes.

9. An electronic trading system according to any preceding claims, wherein at
least one of the trading floors comprises a virtual deal code having no physical
traders trading via the deal code.

10. A method of trading on an electronic trading system in which parties trading
“on the system are arranged into trading floors each having a unique trading floor
code to identify the trading floor to other trading floors trading on the system, the
method comprising assigning a dependent trading floor code to at least one parent
trading floor code, and showing trades made via the dependent trading floor code as

trades between a counterparty with the parent trading floor code.






