1 A METHOD AND A SYSTEM FOR TRADI NG STRI PPED BONDS TECHNI CAL FI ELD 5 The
present invention relates to an automated trading system and in
particular to an automated tradi ng system designed to trade bonds

i ncluding so-called stripped bonds (STRIPS). 10 BACKGROUND OF THE

| NVENTI ON AND PRI OR ART A bond is a witten unconditional prom se to pay a
specific principal sumat a determned future date, and interest at a
fixed or determ nable rate on fixed dates. Bonds are issued by governnents
to finance their budget, but also by 15 other entities having a high
credibility such as banks and |arge conpanies. Thus; a bond is a debt
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a so-called coupon. Naned for its historical 20 simlarity to actua

coupons you would clip for grocery shopping, the coupon is usually a fixed
i nterest paynent mnade to the bondhol ders' sem -annually or sone ot her
periodicity. 25rEmndsacamrral,so be bought and sold on the secondary market
at current market prices; in that case you get interest for as |long as you
own the bond® BdHus PXRECEENVERTG BN yrelpheed P t ReY RuEGOBRISY &xpdigver
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conventional bonds, there also exist a market for so-called strippe
bonds. A strippiapisied it® &rade bonds including so-—called stripped bonds

(STRIPS).

10 BACKGROUND QF THE INVENTION AND PRIOR ART
A bond is a written unconditional promise to pay a specific
principal sum at a determined future date, and interest at
a fixed or determinable rate on fixed dates. Bonds are
issued by governments to finance their budget, but also by

15 other entities having a high credibility such as banks and
large companies. Thus?; a bond is a debt instrument meaning
that it is a loan payable to the holder of the bond for
some fixed amount known as the bond's face value. Attached
to the bond is a so—-called coupon. Named for its historical

20 similarity to actual coupons you would clip for grocery
shopping, the coupon is usually a fixed interest payment
made to the bondholders' semi—annually or some other

periodicity.

25 Bonds can also be bought and sold on the secondary market
at current market prices; in that case you get interest for
as long as you own the bond. Bonds are conventionally
traded either manually, e.g. over the phone or using an
automated matching system,

30
In addition to conventional bonds, there also exist a
market for so-called stripped bonds. A stripped bond is a

bond that can be subdivided into a series o0f =zero-coupon




bond that can be subdivided into a series of zero-coupon 2 bonds. The only
difference between a strip bond and a regular bond is that sone financi al
institution renoves the coupon paynents and sells both the face val ue and
the coupon paynents separately. Thus, rather than receiving the 5 face

val ue of the bond plus coupons, a bondholder of a stripped bond will only
receive the par value. The profit investors nake from purchasing stripped
bonds surface through the spread between the di scounted purchase price

and the maturing value. 10 Wien a Treasury fixed-principal or

I nflation-indexed note or bond is stripped2 each interest paynent and the

princi pal payne econes a _separate zero-coupon security. Each_conponent
has its own i deg’%fl%s/i' ngﬁ]rﬁmﬁﬁfy aﬁ{&fgﬁﬁeﬁ%e 1%’%@?“0rat rHdd® sBpBRt afEPy . aFor
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and the maturing value.
10
When a Treasury fixed-principal or inflation-indexed note
or bond is stripped, each interest payment and the
pbrincipal payment becomes a separate zero—coupon security.
Each component has its own identifying number and can be
15 held or traded separately. For example, a Treasury note
with 10 years remaining to maturity consists of a single
principal payment at maturity and 20 coupon payments, one
every six months for 10 years. When this note is converted

to a stripped form, each of the 20 coupon payments and the

20 principal payment becomes a separate security.

The Treasury does not normally issue or sell stripped bonds
directly to investors. Thus, stripped bonds can normally be
purchased and held only through financial institutions and

25 government securities brokers and dealers.

Stripped bonds are traded with increased popularity among
investors who want to receive a known payment at a specific
future date. For example, some State lotteries invest the
30 present value of large lottery prizes in stripped bonds to
be sure that funds are available when needed to meet annual
payment obligations that result from the prizes. Pension

funds invest in stripped bonds to match the payment flows

-,




30. present value of large lottery prizes in stripped bonds to be sure
that funds are avail abl e when needed to neet annual paynent obligations
that result fromthe prizes. Pension funds invest in stripped bonds to
mat ch the paynent flows 3 of their assets with those of their liabilities
to make benefit paynents. Stripped bonds are al so popular investnments for
i ndividual retirenment accounts. 5 In the process of stripping a bond, a
financial institution, government securities broker, or governnent
securities dealer can convert an eligible Treasury security into interest
and principal conponents through the conmmeycial book-entry system
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issue date wuntil its call or maturity date.” However, "at present, the bond
mar ket and st rilpgesf ondpapeekiet. ar 8trippseépafbatresmar ket s allisbouglopdiear

traders 15 trading in the two narket re in general the same people. This
inturn result +$§%§Eﬂa9'§mﬁoai? d%¥F$ tﬁﬁ?%ﬁ%ﬂ%@FsaCSHFPE?s. Al so, since
the sane traders trade both in the conventional 20 bond market and in the

stripped bond narket, those traders need to cover two markets ) ,
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present inventifﬂtéo interest and principal components through the

commercial book-entry system. Generally, an eligible
10 security can be stripped at any time from its issue date

until its call or maturity date.

However, at present', the bond market and stripped bond
‘market are twc separate markets although the traders
15 trading in the two markets are in general the same people.
This in turn result 3in that liquidity on the two markets

suffers.

Also, since the same traders trade both in the conventional
20 bond market and in the stripped bond market, those traders
need to cover two markets simultaneously, which is

difficult and is also associated with an additional risk.

SUMMARY _
256 It 1is an object of the present invention to provide a
method and a system wherein the bond market and the

stripped bond market are linked to each other.

It is an additional object of the present invention to
30 provide a trading system, which provide a single user
interface for trading in the bond market and the stripped

bond market.



30 provide a trading system which provide a single user interface for
trading in the bond narket and the stripped bond narket. 4 It is yet

anot her object of the present invention to provide a nethod and a system

t hat supports generation of derived orders in a conbined market for bonds
and stripped bonds. 5 1t is a further object of the present invention to
provide a nethod and a system supporting conbined orders in a mnarket for
bonds and stripped bonds. 10 These objects and others are obtained in a
systemand a nethod as set out in the appended clains. Thus, in accordance
with the present invention an autonated tradlng systemis prOV|ded for

tching bids apd qff 15 dt tem b mber of trad
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system and wherein both fjxed- inconme_instruments paying a coupon (i.e
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i.e. stripped hopgds) are traded. The systemis additionally designed to

derive prices for bonds using information from stripped bonds and/or vice
versa. 25 UsPng such a systemit will be possible to nake use of the
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prices for a stai pettioBorahd r em gydtees supporting combined orders in a

market for bonds and stripped bonds.

10 These objects and others are obtained in a system and a

method as set out in the appended claims.

Thus, in accordance with the present invention an automated
trading system is provided for matching bids and offers
15 entered into the system by a number of traders connected to
the system. The system preferably comprises a server
hosting a matching processor and an associated memory
forming an orderbook of the system and wherein both fixed-
income instruments paying a coupon {i.e. bonds) and fixed-
20 income instruments not paying a coupon (zero-coupon -~ i.e.
stripped bonds) are traded. The 'system is additionally
designed to derive prices for bonds using information from

stripped bonds and/or vice versa.

25 Using such a system it will be possible to make use of the
relationship existing between a bond and a stripped bond to
generate prices for a bond from a number of stripped bonds
as well as generate prices for a stripped bond from prices
of conventional bonds. In addition the system can use the

30 relationship between bonds and stripped bonds to generate
derived orders (baits) in the stripped bond market using

the existing price on bonds. The linked markets of bonds




of conventional bonds. In addition the systemcan use the 30 relationship
bet ween bonds and stripped bonds to generate derived orders (baits) in the
stripped bond nmarket using the existing price on bonds. The |inked markets
of bonds 5 and stripped bonds will create a nore liquid market both for
the bond market as well as the stripped bond market. Furthernore the use of

such a systemw |l integrate the 5 trading of bonds and stripped bonds
into a conmon nmar ket place where the prices for stripped bonds are directly
reflected in the pricing of bonds thereby creating nore liquidity in the

two markets. This in turn will elimnate @gny arbitrage pricing between the

two markets. V, ; - f.y::9N Nt erf W L d
provi di ng di rggr@pb%lﬁelﬁ%te?ot ot Se erjlegr ddﬁBélgt%tF %)E%%ﬁ? P‘]‘Fé{l?%:%&gém
The present invénatitde wohtl mevkdte adesedilbed thenstripetdibond maxkeway of
non-limting exanples and with reference to the acconpanying drawi ngs. in
which: - Fig. 1 illustrates paynents for an inaginary bond - Figs. 2a - 2f
illustrates a rMuntkerebrdi fther ante &0 kovgi RAryystdn ppedl bondsgrafégenk i S
a view of an aytomated hange system for _conbined trading of bonds and
s & 5 PR Gt e
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tradi ng sequence._ - Fig. 5is a flowchart illustrating different steps

performed in tHEIdpSEem om Fike Briaingcefddendsy thepeby creating more

liguidity in the two markets. This in turn will eliminate
any arbitrage pricing between the two markets. Moreover, a
10 user—-friendly interface will be created, providing direct

benefits to the user.

BRIEF DESCRIPTION OF THE DRAWINGS
The present invention will now be described in more detail
15 by way of non-limiting examples and with reference to the

accompanying drawings,; in which:

— Fig. 1 illustrates payments for an imaginary bond
- Pigs. 2a ~ 2f illustrates a number of different
20 imaginary stripped bonds
- Fig. 3 is a view of an automated exchange system for
combined trading of bonds and stripped bonds
- Fig. 4 is a flow chart illustrating different steps
performed in the system of Fig. 3 in accordance with a
25 first exemplary trading sequence.
- Fig. 5 is a flow chart illustrating different steps
performed in the system of Fig. 3 in accordance with a

second exemplary trading sequence

30 DETAILED DESCRIPTION
In fig 1, payments for an imaginary bond are illustrated.
The bond payments as illustrated in Fig. 1 are only for

purposes of illustration and are not intended to correspond




second exenplary tradi ng sequence 30 DETAILED DESCRIPTION In fig 1,
paynments for an imaginary bond are illustrated. The bond paynents as
illustrated in Fig. 1 are only for purposes of illustration and are not
intended to correspond 6 to a real bond. Also, in this context the term
"bond" is wused for all fixed-incone instrunents paying a coupon, such as
bonds, notes etc. The bond as depicted in Fig. 1 is a three-year bond
havi ng sem -annual coupon paynents. Thus, 5 the first coupon is paid after
6 nmont hs; the next coupon is paid after one year etc. The |l ast coupon is
paid after three years when the interest-garning anount, the face val ue,

al so i s paid. | S, € I i | hary_ b h a val aQf; and
pays a coupon o $a1§§%%13é%%hgﬁﬁ$g i%“fﬁ@g%o§§n28§%0%§§ %ﬁ$%igp°¥d2aﬁibe
converted into wsaturer alaf fitedpipedrizondstaureata- payhog boedsporlhesuch

paynents for these stripped bonds are depicted in Figs a - 2f._Since

the last paynerft® fskb?ncﬁﬁhe rgcg“r?f cf’g:ﬁ'ctTé‘(? P PF gﬁgbc’g%Qrs%&SFfLﬁe tadé \Aal ue
of that bond thghreRsilelarofbondC hatriagn\wig-annuell! ledosi YoSidmipaed hanls as
depicted in Fig. 2f and one each for the stripped bonds as depicted in
Figs. 2a - 2& Y0P Higstaconpgentt Aaif efiter &nrantbmat EBet Red PR ek 20
100 is shown. Tha systedd 100 Pheykdet A MRtket ober G ypurers O dif fanant
financial instrunments and in particular fixed incone’instruments including
but not |imtedhrpepordars ndeas, tid | latesestppednboadsamauns., Thhe syt

conprises a nNupbgle of,7&IMOLE L1 NA) s 101801 2 F9NIRELEHaED BoRENHAE! 5
face value of § 5 and pays a coupon of $ 1 semi-annually.
10
The bond depicted in Fig. 1 can be converted into a number
of stripped bonds or =zero-coupon bonds. The payments for
these stripped bonds are depicted in Figs. 2a - 2f. Since
the last payment for the bond depicted in Fig.l also pays
15 the face wvalue of that bond the result of such a conversion
will be six stripped bonds as depicted in Fig. 2f and one

each for the stripped bonds as depicted in Figs. 2a - Ze.

In Fig. 3, a general view of an automated trading system
20 100 is shown. The system 100 provides a market for a number
of different financial instruments and in particular fixed-
income instruments including but not limited to bonds,
notes, bills, stripped bonds, etc. The system comprises a
number of remote terminals 101 all connected to a central
25 computer server 103 comprising a matching unit 109
including a computer processor, and an order book (memoxry)
111 associated therewith., The central computer server 103
is loaded with suitable software, such as the CLICK TM
software sold by OM Technology AB, Sweden, and forms an
30 automated exchange having all features and functionality of
a conventional automated exchange. The remote terminals 101
are designed to send data to and receive data from the

central computer server 103. The terminals 101 are further




25 conputer server 103 conprising a matching unit 109 including a conputer
processor, and an order book (nmenory) 111 associated therewith. The
central conputer server 103 is |loaded with suitable software, such as the
CLICK TM software sold by OM Technol ogy AS, Sweden, and forns an 30

aut omat ed exchange having all features and functionality of a conventional
aut omat ed exchange. The renote termnals 101 are designed to send data to
and receive data fromthe central conputer server 103. The term nals 101
are further 7 designed to provide an interface for investors, such as
broker firms etc., trading contracts incluging conbination contracts at

the automated gyehi : | ng_ of | ARut ;L ch a temis
performed in the cgﬁggaltgggﬂ%ﬁieﬁrg SQ%erl\r/lg‘rgggég?he uni %ﬁﬁ%ss%elssi'gng%c of% hi s
task. The syst dmokerFifgrm3 esct ur thedickesegmedhdios | indklddieng tacadiingtibn

bonds with tradj in,strjpped bgnds. Thus,.the systemw. || nmake use of
t he rergtionshg%ﬂg%#Eanakgg?ﬁe %?@Hﬁdbgﬁﬁhﬁﬁgea iﬁ?i%ﬁé@xﬂﬁhd) GgSSEE%ate

prices for a bdmgukr am sachusberstem Stkr bepedrhendsnaplé Ofe il SaL
addi tion tﬂi system can use the rel ati onship between bonds and stripped
r

bonds to ge VE&Er PYelbergYs I seedpned £aE LELEi B®E- bond market using
the existing price on bonds. The 15 |inked markets of bonds and stri pped

bonds will create a nore |liquid market both for the bond market as well as
the stripped Hé¥d faskem. oA tHiligh3t hes efbadihesnt designel 80 ndindat ket hat

the 20 term nalggi@l ahepBAAL SwLin t@fa@ﬁ’?gt[ M 1000 s Yded HndAehukhat pQt her
enbodi nents are viabl'e, for Instance a system
system will make use of the relationship existing between a
10 bond and a stripped bond to generate prices for a bond from
a number of stripped bonds and/or vice versa. In addition
the system can use the relationship between bonds and
stripped bonds to generate derived orders (baits) in the
stripped bond market using the existing price on bonds. The
15 linked markets of bonds and stripped bonds will create a
more liguid market both for the bond market as well as the

stripped bond market.

Although the embodiment of Fig. 3 indicates that the
20 terminals 101 are parts of the system 100, it is evident
that other embodiments are viable, for instance a system
only comprising the central computer server 103 to which

external terminals 101 are connectible.

25 In Fig. 4, a block diagram illustrating a trade where a
buyer wants to buy a bond in the system depicted in Fig. 3.
It is further assumed that the buyer wants to buy the bond
depicted in Fig. 1 and that there is a market for stripped
bonds including the stripped bonds as depicted in Figs. 2a
30 - 2f integrated in the system of Fig. 3.

First, in a step 401 the buyer sends in his bid. The bid is
received by the matching system, step 403. Next the




only conprising the central conputer server 103 to which externa

termnals 101 are connectible. 25 In Fig. 4, a block diagramillustrating a
trade where a buyer wants to buy a bond in the systemdepicted in Fig. 3.
It is further assuned that the buyer wants to buy the bond depicted in
Fig. 1 and that there is a market for stripped bonds including the
stripped bonds as depicted in Figs. 2a 30 - 2f integrated in the system of
Fig. 3. First, in a step 401 the buyer sends in his bid. The bid is
received by the matching system step 403. Next the 8 matching system
tries to match the newy received order mnth a correspondi ng order stored

in the orderbo%,tc%fl%% A@ﬁ: . nt Ie%ert?o R %:pgr g}rt NS JHBLel! %g:ﬁi(?% th

process of the tchlng ries uy a bo
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t he process ju to a e 417 where a deal is forned and later to a ste
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proceeds to a step 407. In the step 407 the process collects sell prices

for all strdpfedUoRePonednsr eaded torvthespend thenduytt e mafickcdd an
order. Next, inyRcel &uioghéhﬁl;éé@% lﬁg[:?sckt.so 14 doed Ner¢ vﬁ% 'de38S fPr
ere al'l suc

al | reqU|red stri pped bon st prices for strlpped
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bonds agai nst &E%kr%%ekp dmggggkorder. If the match is successful, the {
procedure proceeds t0 S an

10 If however there is no match between the newly received
order in step 405, the process proceeds to a step 407. In
the step 407 the process collects sell prices for all
stripped bonds required to form the bond the buyer has
placed an order. Next, in a step 409 the system checks 4if

15 there exist prices for all required stripped bonds. If
there exist prices “for all such stripped bonds, the
matching process tries to match that combination of
stripped bonds against the received bond order. If the
match is successful, the procedure proceeds to step 417 and

20 later step 419 as described above. If the order still
cannot  be matched the procedure proceeds to a step 415
where the order is stored in the orderbook of the system
for matching against future orders received by the system.
The step 415 is of course skipped if the order type is such

25 that it does not allow storing in an orderbook.

If in the step 409, it is found that there exist prices for
all required stripped bonds but one, the matching process
proceeds to a step 411. In step 411 the system generates a
30 derived order (bait) in the stripped bond market for the
missing stripped bond at a price such that the combination

of stripped bonds including the derived order matches the




20 later step 419 as described above. If the order still cannot be matched
the procedure proceeds to a step 415 where the order is stored in the
order book of the system for matching against future orders received by the
system The step 415 is of course skipped if the order type is such 25
that it does not allow storing in an orderbook. If in the step 409, it is
found that there exist prices for ‘all required stripped bonds but one, the
mat chi ng process proceeds to a step 411. In step 411 the system generates
a 30 derived order (bait) in. the stripped bond market for the m ssing
stripped bond at a price such that the conmby nation of stripped bonds

i ncluding the dggdmed grd - er tching pr ss then
proceeds to step 415 as ?@?ggbgggigéﬁkégIéﬁéhl?ﬁégg?g% §€98??8igisoﬁﬁﬁ
that there existesuripeidcebovE.in nore than one stripped bond the matching
process proceeds directly to the step 415. In Fig. 5, another exenplary

tradi ng sequence is depicted. 1In the exanple of fig 5 it is assuned that a

trader wants 1Qrf cirsethe astsdy iquedithond fdurddeasustaneas depiccted di g
3. It is fur%her assuned_that the stripped bond is the stripped bond
[

depi cted in Fi gt? 240058 ; &pan nome gihFiRped g bopgddether apdhrhsnan RidasS S o

sell a 15 strignatdind:rdbe1 praercio seld stle stripped bond is then
recei ved by the matching system step 503. Next in a step 505 the matching

process tries to match the sell order with a corresponding buy order. The
?g;i ?; d:; can bf, & {LIY,arn R rOLd8hp1 BHE Mdﬂéosg&&geeriél e&!ap%.rcq:%rd.
In the example of fig 5 it is assumed that a trader wants
10 to sell a stripped bond in the system as depicted in Fig.
3. It is further assumed that the stripped bond is the

stripped bond depicted in Fig. 2a.

First, in a step 501, a trader transmits an offer to sell a

© 15 stripped bond. The order to sell the stripped bond is then
received by the matching system, step 503. Next in a step

505 the matching process tries to match the sell order with

a corresponding buy ordexr. The buy order can be a regular

buy order, but may also bhe a derived order (bait) as

20 described above in conjunction with Fig. 4 step 411. If
there is no match the matching process proceeds to a step

507 where the order is placed in the orderbook of the

system, if the order type allows for this.

25 If the matching process finds a match in step 505 and the
natching order is a regular order to buy a stripped bond
the process proceeds to a step 509 where a deal is formed
between the seller and the buyer. The deal is subsequently
reported to the market in a step 511.

30
If the matching process finds a match in step 505 and the
matching orxder is a derived order to buy a stripped bond

the process proceeds to a step 513 where a deal is formed.




20 descri bed above in conjunction with Fig. 4 step 411. If there is no
mat ch the matchi ng process proceeds to a step 507 where the order is
pl aced in the orderbook of the system if the order type allows for this.
25 If the matching process finds a match in step 505 and the matching
order is a regular order to buy a stripped bond the process proceeds to a
step 509 where a deal is forned between the seller and the buyer. The deal
is subsequently reported to the nmarket in a step 511. 30 If the matching
process finds a match in step 505 and the matching order is a derived
order to buy a stripped bond the process ppoceeds to a step 513 where a
deal is forned. forned. i n. s wi ]| bhe a conbination dea
i nvol vi ng thesg%?iggggfqgﬂﬁﬁ égyo?tgﬁrﬁggegébé% 2%afd © Qﬁfﬁfnbdﬁﬁ?fThe
conbi ned deal i $nsobsewenthdysedpbng edf tao mlsbenr ket ,ststiepadl HofsThend
met hod and system as desgri ed 1qerei W|§I]C$51 hence, integrate the tradi ng_ of
bonds and stri pped-pdnds At & ec%ﬂﬂ%ﬁ‘ r#@2 ! pi8cSURABARCRREY pFPRREE S,
stripped bonds &sechdlinadidty &egpesisd in the pricing of bonds thereby
creating 10 gnre liquidity in the two markets. This in turn will elimnate
any arbitrage pricing between the two markets. Furthernore, a
user-friendly ifger a8 oM | e &fpatpdyg t ' Vi ptabhl i d
flexibility for the user\.a 1én?:LAIQI\/B as E\Qéc#ﬁ%& HEEAFPLARL] T hdn Bl
integrate the trading of bonds and stripped bonds into a

common market place where the prices for stripped bonds are
directly reflected in the pricing of bonds thereby creating
10 more liguidity in the two markets. This in turn will
eliminate any arbitrage pricing between the two markets.
Furthermore, a user—~friendly interface will be created,

thus improving adaptability and flexibility for the user.

15




11 1. An automated trading systemfor matching bids and offers entered by
a nunber of traders in connection with the system the system further
bei ng associated with a matching processor having an associ ated nmenory
form ng an orderbook wherein both bonds and stripped bonds are traded,

the systemincludes a data processing nodule for deriving prices for bonds
using information fromstripped bonds. 10 2. An automated tradi ng system
for matching bids and offers entered by a nunber of traders in connection
with the system the systemfurther being associated with a matching
processor having an associ ated nenory formmng an 15 orderbook wherein both
bonds and stri pgegmponds are traded, the systemincludes a data processing
nodul e for deriving prices for stripped bonds using information from
bonds. 3. In an automated trading systema nethod of 20 matching bids and

of fers for bonds ent ered, by, & HURBAT+0kal205L S gAnBeCt Abl .10, the System

the nmethod conprising the steps o -"Tec ng rronma an or
buy or sell a bbfeks aadt@fed bwmatshnngbehe odr daracagai nist  @omusderorofwith

tri db t hat df bond corresponding to the bond
orderTCa T ot bl YR STHeR STORRERE, e Sne et th g varRar® | ¢

al so mat ched ag@ateiidy dsredesebirensivialy aeom@eiddionals bengdsy 18orming an
orderbook wherein both bonds and stripped bonds are traded,
the system includes a data processing module for deriving
prices for bonds using information from stripped bonds.
10 '
2. An automated trading system for matching bids and
offers entered by a number of traders in connection with
the system, the system further being associated with a
matching processor having an associated memory forming an
15 orderbook wherein both bonds and stripped bonds are traded,
the system includes & data processing module for deriving

prices for stripped bonds using information from bonds.

3. In an automated trading system a method of
20 matching bids and offers for bonds entered by a number of
traders c¢onnectable to the system, the method comprising
the steps of:
- receiving from a trader an order to buy or sell a
bond, and
25 — matching the order against a numbexr of stripped bonds
that aggregated forms a bond corresponding to the bond

order.

4, A method according to c¢laim 3, wherein the
30 received order is also matched against bids or offers for

conventional bonds.




5. A nethod according to claim3, wherein before the bond order is natched
agai nst a nunber of aggregated stripped bonds it is checked if there is a
current price for all required stripped bonds. 5 6. A nmethod according to
claim5, wherein if a price exists for all required stripped bonds but
one, a derived order for the mssing stripped bond is generated. 10 7. In
an automated tradi ng systema nethod of trading stripped bonds, the nethod
conprising the steps of: - receiving a first order to buy or sell a
stripped bond, - matching the first order against existing bids or 15
offers, and - when said matching occurs fog,a pending bid or offer being
the result of deri ved Ord%kﬂ enerated in resgonse to,an order for a bond
2d°
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trying to match agai nst "a
trade between &dnd0 cxdeirppes heutdhadequis eflsfora a maisdy agai néigﬁé%@@d
order, including the first order, and the stripped bond into the ond

order. 8. An auiordiRsd thenrfisnglisyss eﬁ@?@?e%%éhltgﬁr@i d$ FhPULIRIGf fRised or

bonds entered if40 dihe ra¥sl e8hbY: 8 JRED e efs traders connected to the
system the systemconprising: - means for receiving froma trader an order

to buy or s2ll a bond, and - means for matching the order against a number

of 30 strippeds bonds thatu3aghedabafalff o % LONd 607 £PONGIN0 o 9L e
exists for all required stripped bonds but one, a derived

order for the missing stripped bond is generated.

10 7. In an automated trading system a method of trading
' stripped bonds, the method comprising the steps of:
— receiving a first order to buy or sell a stripped
bond,
— matching the first order against existing bids or
15 offers, and
' - when said matchihg occurs for a pending bid or offer
being the result of a derived order generated in response
to an ordex for a bond trying to match against a number of
stripped bonds forming a combination trade between all
20 stripped bonds required for a match against the bond order,
including the first order, and the stripped bond into the

bond order.

8. An automated trading system for matching bids and
25 offers for bonds entered into the system by a number of
traders connected to the system, the system comprising:
- means for receiving from a trader an order to buy or
- sell a bond, and
- means for matching the order against a number of
30 stripped bonds that aggregated forms a bond corresponding
to the bond order. ’




13 9. A systemaccording to claim8, wherein the received order is also
mat ched agai nst bids or offers for conventional bonds. 5 10. A system
according to claim8, wherein before the bond order is nmatched agai nst a
nunber of aggregated stripped bonds it is checked if there is a current
price for all required stripped bonds. 10 11. A system according to claim
10, wherein if a price exists for all required stripped bonds but one, a
derived order for the mssing stripped bond is generated. 12. An autonated
tradi ng -systemfor trading stripped 15 bonds, the system conprising: -
means for receiving a first order to buy O# sell a stripped bond, - neans
for matching the first qrder ggainst exi st %g bids or offers such that

when the matchifg occur & f G¥SESM202GENERHRE bi &P or CHR¥®r Brei PRIy edilla of

a derived orderr&eniefeal @ddet NRSRABYE ra® cABAC:YR 1 nskOh1@sPRd JAbrRg £-
mat ch agai nst a nunber of stripped bonds formng a conbination trade

between al'l st r¢PpEntionad pendfred for a match against the bond order,
the first order is included 25 into the bond order.

5 10. A system according to claim 8, wherein before the
bond order is matched against a number of aggregated
stripped bonds it is checked if there is a current price

for all required stripped bonds.

ic 11, - A system according to claim 10, wherein if a price
exists for all required stripped bonds but one, a derived

order for the missing stripped bond is generated.

i2. An automated trading system for trading stripped
15 bonds, the system comprising:
- means for receiving a first order to buy or sell a
stripped bond,
~ means for matching the first order against existing
bids or offers such that when the matching occurs for a
20 pending bid or offer being the result of a derived oxrder
generated in response to an order for a bond trying to
match against a number of stripped bonds forming a
combination trade between all stripped bonds required for a
match against the bond order, the first order is included
25 into the bond order. )




