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BACKGROUND OF THE INVENTION

15 The present invention relates generally to methods and apparatuses for

electronically trading and investing in securities or other assets, rights or liabilities,
such as commodities or futures. More particularly, the present invention relates to a
method and apparatus for electronically trading over wired and wireless networks,
including over the Internet, and investing in securities or other assets, rights or

20 liabilities that enables a user, at a reasonable cost, to create and manage a complex
and diversified portfolio of such securities or other assets, rights or liabilities.

Currently, small investors generally have two choices with regard to making

investments in securities. First, they can acquire directly shares or derivatives on
shares (for example, buy 1000 shares of Microsoft or an option on Microsoft stock)

25 or can acquire directly a derivative that derives its value from multiple securities

(such as an option on the Dow Jones Industrials). In this instance of direct purchases



5 (which interest could itself be a security), such as a trust, corporation
or other business vehicle that derives its value frommultiple other
securities (such as a trust that contains a portfolio of stocks |ike the
st ocks t hato ®omwpesi se the S&P 500, or a portfolio of other PETRSREYISOIThi s
second category of internediary pr oduct? is principally conprised of
open-end nutual funds (such as the Fidelity, Vanguard, 10 Scudder and ot her

tual funds) that ipvest.in other .securities. but also includ
Cl osed- end RARHER raREE v A rTen S Bt ARpetin bRl 8RB oL o1 ea 1o

col I ecti vel yer AV G[\Vﬁé’te tHeURAStor owis lalleBvaReaBELUrRRSRe W6 denerallpvesting is
done through an internediary vehicle, the investor owns an interest in the

vehi cl e. Thbas noeiwrership imteressnmthownderiying sacdeti¢sy whirhsisteomirteithg vglagof n a
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descri bed below. A Chief Anong The Structural D sadvantages |nherent In

t he Fund Prbuehirsss vehiclathat darives paypive fxom muipieetheiSiecumtiasi(sush@s ajmst t or

~Sel ection of Securities..An .investar, i fund is .precl rom sel ecting
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are her ei nafi&blib BEbMEERodKS). "BRE tcbhd Bfedory Of ink@mediahusiedudidlis or excl uded
from the fund's portfolio. 25 An investor can attegt to select the

gener al typprimfipakycomprisesofiapeneni muiteal dendsi(suchiae therfudditprVangowdr al | asset
al l ocati.qn investing in a ted fund that, f.or ,ex I states it
will i nvlg?stgé'lgléiﬂlasqd\f’éli’% Wﬁu%m%gﬁ}?gl%%é’éOgﬁéf’eﬁgggesr E“ﬁ??%pﬁﬁﬁ}‘ﬁgﬁ conput er
sof tware. Bupdihal melaghh®Nusit trhdts BRO¥heeshidie, MRagaemed i dofesplefct ed
fund with wde discretion to select from hundreds of securities. 30 In

addi tion, ehkaeiptasffnds?irethissegendeehse wihers, the invegingds dgnegbidvgk aior t he

i nvestor to express an references - even general,.qnes, - r rdin
mat ters suchiSRRLER: WRIR e BV eon Uan e Tehndae HOUCRambt s ES Mor onl y
wanting to, (irNY&ae the Mn8QRANRSrfiiahs WQ BRAAPRRE). Bedd i58&Q50810 engage in

business with certain governnents or have operations in certain sectors,
such as ldef eadig)nal BEwestrient stragepeesf-esithien6) aading indhiadenl sequatigeered fund exi sts
for those es of preferences, the preferences that. the jnvestor can have
el ected attanyehplieh SiRRHRS arlPH PR o RS n A Rl gBh B ab 1
to select speedibd WhichaekdescBbddlow 0

A. Chief Among The Structural Disadvantages Inherent In the Fund Product

20 Are:
1. Inability to Select Securities or Monitor Selection of Securities. An
investor in a fund is precluded from selecting the individual securities (or
derivatives, which unless otherwise noted are hereinafter included in “securities”) to

be included in, or excluded from, the fund’s portfolio.

NS
(4]

An investor can attempt to select the general type of securities to be included
in the investor’s overall asset allocation by investing in a targeted fund that, for
example, states it will invest exclusively in companies whose business is primarily
computer software. But that selection still provides the manager of the selected fund
with wide discretion to select from hundreds of securities.

30 In addition, except for some targeted funds, it is not possible for the investor
to express any preferences — even general ones — regarding matters such as social or

moral issues (such as not wanting to, or only wanting to, invest in companies that



5 include or exclude, fromthe portfolio. It is also not possible for the
i nvestor to control what specific securities a fund will hold inits

portfolio, 0O it.h what wei ghting or anpbunts. An investor ct a
fund thatwroe 9(4&5{85, for exanple, an index, but the fund thggwilﬁ\glge/%%?!s@i n
what ever securities, and with whatever weighting, conprises the index. 10
Consequently, when the investor invests in a fund, the investor may be

i nvesting i nengageun businsss withwiitain gomernimenair haversperaliot fecamagsebiond er not
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I nability To, (o ts. Ar?. investor in a fund receives ordinary
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constraints), andi:id@BeRGHEsiOR thide FARRQE I ns] %h%’sg%%ﬁ% E%agiﬂgﬂ%t Fggdﬁ ot

that churn portfolios 20 generate nore transactions t

but the taxabind vdildwold inuitsi porsolar, er withvemt erightig bhenbuiigl' &n aflebivi s - not

the i nvestor! srétlgwgdro t fﬂ‘?ds, such as typical open-end nmutual funds (which

account for the @ \EHEGHY fora €, gn indgxakait gheffundithenvessisemt  vehi cl es

w th such fuRdstetlseduds r ki Llion of knvestor noney), net
UMtied anf SHEY %ﬁ&é\%r‘%v%l%h;npg éo?n&xﬁ%sr tth\led(S?

tax gains "flow through” to the 25 1 nvest 1hn & an investor is
saddl ed w0t hCorsageandly, Whawthe imesighirtvasts 8a fundf the inREBIRAY Se ﬁ%ktvdgrihes have
gener at ed --Seandt.suché]?%iotgs.are taxed at ordinary incone rates. The

i nvest or has>fo  Cont PSrcidie mvesias worldrathrwisgipaefeionos éo havered intgresber notn a
osition of QaMudhdlaq ik ! gali he fund, even where the
anestor has engaged inélbr%tt ?ﬁggggg?i%ﬁn?%{%ﬁ%t%vﬁ Sd‘h?’i“ﬂ{j’l? ﬁg‘%gﬁ at

Mor eover , 30haldscibtranyastaent sequnities bibertihat solblytond fld, &iff UREybe Only taxabl e

gai ns. Conseguent.l an jnvestor .can only receive a tax liability fromthe
fund, not a tax’ %%%E‘fl Pt ‘.‘“%@@’E@GBWWY‘%MF‘GS@W gocks frEquentlyemipiout o avoi d

WOr ThUpi 16 an naacs: T GhRes b PP S s Mo some - T
flexibility, but those strategies are expensive to inplenent and not useful
for smaller 2. IIgggﬁlItyorr%)'Control Tax Effects. An investor in a fund receives ordinary
income distributions at the discretion (subject to certain legal constraints), and
depending on the management style, of the fund. Funds that chum portfolios
20  generate more transactions than funds that do not, but the taxable distributions are
dependent on the fund’s activities — not the investor’s.
In most funds, such as typical open-end mutual funds (which account for the
overwhelming bulk of all diversified investment vehicles with such funds holding a
remarkable $4 trillion of investor money), net tax gains “flow through” to the
25 1investor. In other words, an investor is saddled with whatever flow through tax gain
the manager’s activities have generated -- and such gains are taxed at ordinary
income rates. The investor has no control over these effects whatsoever, and can be
in a position of having to pay tax on gains eamed by the fund even where the
investor has engaged in no transaction in the fund during the year. Moreover,

30 taxable loses cannot be distributed by a fund -- only taxable gains. Consequently, an

investor can only receive a tax liability from the fund, not a tax benefit.



5 Alternatively, an investor can invest in a fund that attenpts to limt
the fund's wuncontrollable tax effects. For exanple, a fund that engages in
no sel ect | ocks - such as an index fund or a fund t

i nvests ilxp(?%ﬁ éz:l’gtrgest 500 or 1000 corporations - would have |tt’P§eQM
turnover from a manager buying or selling4securities in order to adjust
the portfolio's holdings. Even in these funds, however, there are 10

pur chases and sal €bo yerpptao hvoid these pedbliend, soae aiveitognsitosufiéistly large
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whi ch are eneral I‘%/ tax,fbowthrou gh funds, will receive a taxable gain,
regardl ess of t hei#ltTB{EL, ap \Reptar canciRVvest i ind dkat geiempisft it the fund’s

i nvestments fe8atrdIR l e ta ffect cause
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nore difficult.) 20 3. lity To I\/anagrgTax Ef fects. Invariably, some

securities i FPFFaiPAs ‘\M’qq h%\‘(?é‘@%ﬁ?@%‘feé & gurianager huying pselingrsapuriticas
appr eci at ed p he investor in an
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depreci at bl pemhnicsiand sz(lemy tlhlaémfdmdeﬂécﬁ ﬁid%rr@ﬁﬁﬂ@ér dags ot R1eAb bl 0SSes) .
Conversely, it is also not possible for an investor to make the choice to

obtain a 25 CRFPR AHPATCH) VeSS PRyinthEhedppd. dod meragenbwemeort af tef und t hat
233 edgltor teﬁ{eaggés&é@eeﬁeg%ﬁ%efs. J&Lgf}écferﬁn;gﬂ)%%&drotﬂé anagag&;s&ﬁa@ ﬁgcﬁfbﬁt@e;ngr €

rranager

affect all |m/elsamrcsshtmpaJyeo fherfdnd holdeRog® drevedeynBp théir Birarefi Sinfthed
i nvest nent v s wher? the tax effects do not flow through, the
i nvestor doe ‘B’B‘E%ﬁeﬂt Yl thges Wassr nqt gaig Omrtb@ﬁettﬁ’ésﬁppn%bphiﬂsonthese) or

depr eci atlﬁnfﬂrﬂst»bl%ch'gg hé(x'an cﬁ%?}l’goﬂ%&ﬁ ﬁv%\%f 12Lceh@N ¢ Ol s6h ! part or

all of h|S|nterest|nteen|re SPERSRE S%ﬁ?lnagaln

or a | oss depenadilesyobtheiNdesisy. AGGNE: RICT b USAPRARRLALobvs WhivERMehfigrdund has
appreci ated or depr %gl ated as a whole relative to the investor's tax basis
in the fund. TVESIEIS efssvidlRea orlitdoaxptisaghecarse st fund valli almestt or cannot

sel | some of effi&ively, be acquiring securities. When the fund eventually has net outflows,
however, limiting the tax effects will be far more difficult.)

20 3. Inability To Manage Tax Effects. Invariably, some securities in a fund
will have depreciated while the fund overall has appreciated (or vice-versa). It is not
possible for the investor in an appreciated fund to make the choice to obtain a capital
loss by selling depreciated securities (and the fund itself cannot pass through losses).
Conversely, it is also not possible for an investor to make the choice to obtain a

25  capital gain by selling the appreciated assets in a fund that has depreciated overall.
Those transactions in particular securities are made at the discretion of the fund
manager for the fund as a whole and affect all investors in the fund.

In those few types of diversified investment vehicles where the tax effects do
not flow through, the investor does not obtain any gain or loss from the appreciation

30 ordepreciation in the underlying assets. The investor can only sell part or all of his

interest in the entire fund, which will either result in a gain or a loss depending on



securities in the fund, and therefore has no ability to manage for his own
benefit the 5 various tax effects that originate fromthe underlying

securiti egvéjr%(“tﬁpﬁ fund. 4. Inability to Exercise Sharehol d@&T@JSgQ{,S%"p_r

Ri ghts Re g Reinvestnent or Distributions, Etc. As noted, securities
held in a fund are owmmed by the fund, n@ the investor who nerely holds an
interest in the fund. Consequently, the investor in a fund has no right to

vote the undevhethenthedendihidstapprecialdd drelegRtiatedras AVhJIERURHE 16 R TR s
t akeover contest,. elect. to receive a reinvestnent of dividends, elect to

receive a di g medintk instead of cash, exercise any preenptive
rights, or otherwgsgi i.S her rehol der franchi se aqr ot her
shar ehol der ri ght tﬁa@%‘géséﬁlo\g? l>{r\</)v|8%}|‘*|°rrIéo ’gﬁalr{vgs?ﬁ‘éa@@cﬁ?ﬁisﬁnéé’?ﬂﬁl din the

fund. 5. I nakicufitigs inahdvhmitf sndaher€Rné had noQSitS 1o Wahkbe PR owfnfb%hfﬁt%f t wo
types of 15 charges: Charges, |evied #ch])n an investor directly for buying,
selling oP hﬁ?rlﬂ”ﬁgax stRcertbaiasigingte fiemfthqendeslyigsheuriies in e figdl. agai nst  t he

i Tor menagl oy Bl AR PSR A% RHlRE S RAAS RS S 0 e

Al t hough an investor ma i'n a positi

char ges di r eReinyeitment 6eDisteibutieshs, Bc. DAY hoed Gecsfles hog ih%%ﬁnd 4k %@Hgﬂt l'y, or
by buying directly froma fund as opposed to through a broker or other 20

i nt er medi ar yoX 9§ éendagotthe inviester wha sareln belds enprtengdt ih et funthar ges a fee or

| oad, the i ffect.or.control the charges |evied against the

fund. Those dg%%?%%a?&ﬁ?ﬁveg P relgluae%ut"fiQa%?%n%’a’égdoﬁﬁp%“’ﬁfgfl&?ﬁtsﬁiz}@t’@& asset s

under nmanagewrddr (oratoe tdpderd thbn id HRkEVRE caHIEk SBEY & P '5@?9@{?:‘?vetsﬁen§% urns, or
e Intra Day

increase the | osses, of the fund. 6. Inability to &K
Mbdi fi cat i orfdVidapds; ploetde srceive addividaed awstockdBstemket cast, gxertige hmyest ment

deci sion - - £.Q. el.l interests in the fund. Because of the
structure 01&?} géghelﬁi‘}g%cég %? ﬁétpg?ﬁﬁedesxe(?ﬁeang\?&%@fﬁ%&r%@%ﬁ’rﬁen%frﬂthertype of
fund), that seehsidanis ok hegikisewanyeRIRARPSLLARY: hdi9l GXAIR € an

or 0 be

investor who believes the market is going down, ieves it may be
goi ng down duri iy lnAbilip fmMagifyuar €engrolfedstsWithiftndssthgei angtwiptybes dfhe

based on®) ntraeas, P redened ot B BN heaRy i indorclie ipking 25 of the
oG Sharerm AR g e B AN .
6 sel ling aRECFEgaPHIEBsVises inrbniundeislthongiean imxsstpi meebe turpasgionhe day -
receive a regulate to some degree the charges directly incurred, either by buying or selling less
frequently, or by buying directly from a fund as opposed to through a broker or other
20  intermediary (such as a bank or insurance company) that charges a fee or load, the
investor cannot affect or control the charges levied against the fund. Those charges
which frequently are based on a percentage of assets under management, are paid by
the fund and serve to reduce the retumns, or increase the losses, of the fund.
6. Inability to Make Intra Day Modifications. An investor in a fund can
25 make only one investment decision — namely to buy or sell interests in the fund.
Because of the structure of open-end mutual funds (the overwhelmingly dominant
type of fund), that decision is effective only once per day. For example, an investor
who believes the market is going down, or who believes it may be going down
during the morning but then believes it is going up in the afternoon has no
30 mechanism, through an open-end mutual fund, to buy based on intra-day prices. All

open-end mutual funds are priced as of the close of business - in fact prices are

available for such funds only once per day; and all investors — whether buying or



price as of the close of business. This lack of execution flexibility is an
i nportant consideration for sone investors and one that forces themto use
br oker age r vehicles as opposed to nutual funds for |

i nvesti ngﬁg”%}g?{éai n funds ot her than open-end nutual fundg,ctr;s"a&g /056(1);0

cl osed-end funds or sonme trusts, as well6as derivative securities, do
trade during the day and therefore can reflect intra-day price novenents.
Each of thesechbinpend weghididse sf whemenerorddrasas pleedtiniey GBARACtREHaL ¢S that

have made them uggg{pgl a]‘rg Wlé h investors, including discounts to fair
mar ket val ue PGf€ 07898 9f buginest dhistlagksof exeaion fenihplity ésvyinpvatand 0
open-end nut yghsiddiss, ' abl st at i ortfoligs, and

t hey are not gselneral I{éfﬁqﬁﬁghﬁgséﬂgQﬁ?ﬁ‘ggg%cﬁsgbe%%o %Sﬁg’ﬁ@@ﬁ@er?ﬁf’ F fund.

| n addi ti on, vehiclehesepposehioahesalafandefol theitigvéstiMest or buys or sells only an

interest in the fyund,. not the securities owned by the fund. 7. Inability
to Moni torg.| and Cozgpﬁﬂ“r}ﬁ‘%ﬂ@tﬁ%\}@”soﬁﬁtfﬂdgﬂlw@@n@ such ab plpset-embyfundsior

investor in gyheadstsan [ ' ' i nfornat.i o to,risk and
returns for the fusrltd. I\/lj"? &gldgﬁﬂ%hétsg{%ﬁgéfrdeoqggfi%f‘%ﬂﬁgéééﬁqjthﬁr Qopposed
to passivel yameflegentri-daleprind rhonetisenel BacRoF theROSthEOlehR1ds! MswSver, H3L €
managed by individuals,. and frequently by teans of individuals, mnmaking buy

and sel | declS53NE ChafpRTIishihabhaverpads themivapemwddroviteipaestors Heclhding, t he
"style" of ipgMesinkd\g hange.. .Even if those |ndividual
managers never depart EH‘E‘%%’UQE’ ﬂglgrlrlagra{r}e’tpmgFéi’”B?seECéﬁ'tra‘lsﬂﬁrﬁ{’W‘pﬁ“fewer or
great er ofpoopamsértdirestutidubdiyoraelagedly us@RUEEAblE Staid @r&foﬁos,ﬁﬂﬁme Yoy Style”
t han they had before. their views as to the market may c ange and with

it their inveQERNVIGHed asspbstitytes 05 ab pRen-pnd motiel funddé adiitépt, it these changes
in style andygdjjsiectsi Wi ' rt of what they are paying for
with the 25 ‘r/mrgagerient ’?{égévﬁﬁﬁ/gpgs&h%@\%{gally,ané?tﬁfﬁtp‘f‘ t}ﬁeog‘ég’l@éfhef unds based
on the fundssecustgspoged byitiskifungect or of interest and other factors

(including previo sl{aﬁturns or returns relative to an index). It is not
possibl e to cont r ol INaRYEx te Nienites and GCeptsel Riskdevels and ¢Sariest ofhovever

unl ess the fuRAsERIM |cal ..style of .ipvesting with extrenely
limted discretlon - ; S O?Egﬁfﬁ?%’%%e ONGH R A owsk gnd ar e 30

for an acti vetynsfantgeand. uiidtuaBfuntinedat hrietayti¥edy Sahk _nggg Fagihies or Funds
w t hout Consequences. Because funds are organi zed and Rageotl b
particul ar iR HBINagS PG WD Or 81886 8omiTiip USES/-GEOM@naged by

individuals, and frequently by teams of individuals, making buy and sell decisions.
When some of those individuals depart the fund, the “style” of investing of the fund
20 may change. Even if those individual managers never depart the fund, the market
may present them with fewer or greater opportunities to buy or sell securities under a
particular “style” than they had before. Or their views as to the market may change
and with it their investment mix. Some investors in these funds accept these changes

in style and direction and view that as part of what they are paying for with the

3]
W

management fee. Others, however, attempt to select funds based on the funds’
supposed risk, sector of interest and other factors (including previous returns or
returns relative to an index). It is not possible to control those factors in these funds
in advance, however, unless the fund commits to a mechanical style of investing
with extremely limited discretion — which is typical for an index fund but very rare
30  for an actively managed fund.

8. Inability to Switch Fund Families or Funds without Consequences.

Because funds are organized and managed by particular investment company



7 advisers, they are proprietary to a particular fund conpl ex.

Consequently, if for exanple, an investor were in invested in a Fidelity
S&P 500 f gkeWi shed to switch to a Vanguard S& 500 fppgResaese, for
exanple, the tees were |ower or because for exanple the investor sw tched
j obs and her enployer was offering 5 Vanguard instead of Fidelity, then the
i nvestor would have to sell all her interest in the Fidelity fund and buy
an interest Rdvissis théyrageiprogriétarydo algaktisdartflivel doMiRee St ensugteatlyieksd i n tax
advant aged accoupqts l.i ke a 401(k) account, that transaction would be

taxabl e. | ndSAPPIe\ABANERIOF Y16 1nvestaddna Fidelisy S&P S00rund andawishérbto Fi del ity

fund is taxab; : t hel d in tax advant aged
accounts) . 1%b]£|t9&1 tf)hl%?%ﬁ?y%}b %glg@ b%ﬁ%%’gfpree’iarrﬁ%estt%%fiw%q%wgwﬂl e. Wen
an i nvest or bicguserforstaetple therimnesiopb®ittheadsbs drd Hes employetivid dftdting for the

i nvestor t.o  ,understand,t overall portfolio characteristics of their
i nvest men%. Yﬁ“%‘?‘ﬁi’r“sﬂﬁﬂﬂ'?i&e‘delf%ﬁ en thgdryestos wenld hryedo satkalbheranttrest in

i nvest nent s {hA Fide [ ’ g etir n coypts, and then a
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return of the integrated portfolio of multiple funds and individual stocks. Of course,

it is that integrated portfolio that will, ultimately, provide returns for the investor.

20 Some investors pay to have multiple funds managed by investing in “funds of funds”
that attempt to do that for them. Even here, the investor's portfolio does not include,
for purposes of determining whether the investor’s overall portfolio is being

managed well, those funds that are not part of the “fund of funds” complex, or

individual stocks held by the investor.
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B. Chief among the structural disadvantages inherent in the brokerage service

are:

1. Inability to Create a Diversified Portfolio on a Cost Effective Basis.
Under portfolio theory, an investor should seek to create a diversified portfolio when
investing. Diversification provides an investor with a similar return with lower risk,.
30 or a higher return with the same level of risk, as a non-diversified portfolio. Simply
put, portfolio theory dictates that there is no advantage to an ordinary investor in

holding a non-diversified portfolio of publicly-traded securities as opposed to a
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set of costs are thqgse charged directly to the investor in the tormof the
broker's tr a?f?lﬁb’“%‘ﬂarﬁiﬁsgg‘?‘ﬁﬂgégﬂ CF@@}“%‘@OE@C dhe beaker prrahapestheseleetad upon

t he securities for the investor directly or from a dealer or on an exchange. The costs to a
retail investor of purchasing or selling a security are reflected in charges that fall
20  generally into two categon'eé. (For larger institutional orders, these two costs
generally are far lower on a percentage basis relative to the investment as compared
to a smaller order, but there are significant, additional other costs to these larger
orders stemming, for example, from the market impact of the order itself - in other
words the ability of the existence of a very large buy or sell order to affect the price
25 atwhich the order will be effected by moving the applicable bid-ask quotes. Other
systems (the OptiMark™ trading system, ITG-Posit, noted below) have attempted to
address this problem for these large institutional investors.)
The first set of costs are those charged directly to the investor in the form of
the broker’s trading commission and fees. The second are charges levied upon the
30  transaction itself (in terms of a “mark up” or “spread”) between the cost at which the
security was acquired by the dealer or the exchange specialist from another investor

and the cost of the security as it is sold to the investor. This is a cost that frequently
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amount . Suchnarkets and the securities change. In other words, an investor would first have to
create a diversified portfolio by purchasing say fifty stocks, and then continue to

20 purchase stocks in appropriate proportions with any additional amounts sought to be
invested on, say, a monthly basis, and also re-balance the portfolio periodically.
Obviously, the basic brokerage costs — even employing the deepest discounted
brokerage services — would be prohibitive for the ordinary investor. For example, to

create and maintain a diversified portfolio, an investor seeking to invest $2,000 per

o
(U2

month (a relatively high amount for the ordinary investor), would likely incur
minimum all-in transaction costs for an initial fifty stock purchase of at least (and
this would be optimistic) $500 — or fully 25% of the initial invested amount. Such
charges are obviously prohibitive.

The best that an investor can do with $2,000 per month to invest who does
30 not wish to invest in a fund or a derivative product would be to try to build such a
portfolio for lower costs by buying one or two separate stocks each month and

thereby, over a number of years, create a diversified portfolio. Such a strategy has a
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mai ntain a diNghsild h desired risk-return characteristics.
To create such agpor&%SlFE%Fet%égf nvestor needs to understand risk as it

is defined from tdwea pxacmqaenianv:ethefﬁ bsHerdgelcosts aﬁ@@ﬁ{sﬁ‘amﬁ;@m{]ﬁﬁﬁtﬁéﬁe data and
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There i 2‘%2“’@#“3%2‘?%3245?’%?*’%? A PO AT M B Jves BE S dohBr wi se
acts upon 2%ndkldlinebesslatyddsyersification information, conbined with a
trading system so as éacl))ability. In addition to prohibitive costs, ordinary investors
possess neither the skills nor the tools necessary to create and maintain a diversified
portfolio with desired risk-return characteristics. To create such a portfolio, an
20 investor needs to understand risk as it is defined from the perspective of portfolio
theory, and have the data and the mechanism for analyzing the data to employ the
theory. That data then needs to be correctly employed in connection with a trading
system to allow for the cost effective creation and maintenance of the portfolio.
There is no brokerage (or other system) that deploys, uses and otherwise acts upon
25 the necessary diversification information, combined with a trading system, so as to
be accessible by an ordinary investor. There are, and have been a variety of systems
(for example, Schwab One Source (www.schwab.com), Financial Engines
(www.financialengines.com) and a new Microsoft site (http://beta.investor.com))
that provide advice to investors as to the creation of a portfolio of mutual funds
30 based on, among other things, risk, style, performance, and ratings. These systems,
however, are not designed to enable investors to purchase a portfolio of specific

securities (as opposed to assisting in the purchase of a few, specific mutual funds,
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shares of a $40 stock, invest the balanqe in cash, an t he next
week to buy 'Ederieayeant$20tand 846 woukbbebuafing ftdemsadR 080 i, 0MBULoEH ofthe

brokerage cqgl,ff. Biftie sb ¥Sina¥5isRE {:rezsit%caucfiivérgiﬁ%cri %gref\f%lio requires a greater
investment ($100,000 to $200,000) than most investors are able to make. As a
20 specific example, then, an investor wishing to invest $150 per week could, through
an ordinary brokerage, at best buy 7 shares of a $20 stock, or 3 shares of a $40 stock,
invest the balance in cash, and wait for the next week to buy a different stock or
more of the same stock. But at a brokerage cost of, say, just 5 per security traded,
the brokerage costs would range from $15 to $35 (a prohibitive 10% to over 23% of
25 the amount to be invested). This is not a practical alternative. The only alternative
that has been reasonable to date for an investor in this position has been to invest in a
fund.
3. Inability to Select Individual Securities Reflecting Preferences to Be
Included Within a Diversified Portfolio. Using a broker, an individual or smaller
30 investor, or a person investing a smaller amount, obviously can select individual
securities for purchase and sale. Ordinary brokerage, however, does not provide a

mechanism for readjusting an entire portfolio of holdings as a unified portfolio of
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upon the sat{)sfacti n of certain other conditions or at certalin other

times as the CUSEBE LNy 2 spreeiq priceas beteferlomatlordms wrergenerniieexeapplii cabl e
R i T L i T R
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opening or closing call auction procedures, or upon the satisfaction of certain other
conditions or at certain other times as the customer may specify.
As a general matter, under applicable regulatory requirements, customers are
20 required to receive what is called “best execution.” But that execution may not be
the best price they could have received if the execution system were different. There
is frequently a trade-off between price and liquidity. If a customer seeks immediate
execution, then the price may be somewhat less advantageous to the customer than if
the customer is willing to wait. In addition, if the customer is willing to delay the
25 attempt to execute the order until there are multiple other orders, then the customer
could again obtain a better execution because there will be a greater concentration of
order flow against which to try to match the order. A number of specialized brokers
(and other trading systems) currently permit institutions to hold order flow and try to
match the held orders at various times. In addition, many brokers send order flow to

30 others, such as market makers or exchanges, who concentrate order flow so that

purchases can be better matched against sales, thereby providing price improvement

or better executions than might otherwise occur.
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to Monitor Portf d.ikniBasedMiaitokFoetfolie BAddTPMORIREOK RIHougBrbioys! v coul d
moni tor the veralll t X effects of a portfolio for their custoners, 15
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portfolio as.‘%p{)f)%ﬁd to.as individual investnents - would be unusual and
i s general | Y Yot e BOTHake-eCopseqpantlystesprdatian of basis and monitoring gains and

losses of securities — as components of a portfolio as opposed to as individual

investments — would be unusual and is generally not available in most standard
20  brokerage accounts. If a customer does obtain that advice, if it is available at all
from the broker, it is usually expensive.
6. Failure to Assist in Exercise of Shareholder Rights. Similar to the
problem with tax effects, brokerage is designed to provide assistance regarding

individual security transactions, not other matters. Consequently, investors are
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forwarded materials such as proxy statements without any advice or direction from
the broker.

7. Failure to Limit Portfolio Characteristics. Currently, brokerage is
permitted in some self-directed retirement accounts established by employers (such
as 401(k)s), but not permitted in many. The reason, in part, is that employers are
30 concerned that employees, especially somewhat less sophisticated employees, will
not fully appreciate the risks of investing and may invest in too risky a security, or

not a sufficiently diversified portfolio, and therefore potentially lose much or all of
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trade. The t| Mar kTM tradi ng system t herefore engage
rder to complete a trade. The OptiMark™ trading system therefore engages in

price discovery.
ITG-Posit is an electronic equity-matching system that lets investors find the
20 other side of a trade during the market day. Posit utilizes mid-point pricing. Buy
and sell orders, including individual stocks and portfolios, are entered into the
system; five times daily, Posit processes and compares the orders. Posit trades are
then priced at the midpoint of the bid/offer spread (the difference between the best

seller’s asking price and the best buyer’s bid) in the stock’s primary market when the
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match is run. Those orders which match are executed. Investors can keep
unmatched orders in the system for future matches or can electronically route the
order to any one of the primary or regional exchanges, to OTC market makers, or
complete the order on an agency basis. Posit is used by major institutions and
broker/dealers. Posit, like the OptiMark™ trading system, is in essence a matching
30 system but Posit matches trades at the mid-point (as determined by a third party
system) without independent price discovery . It is premised on traders wishing to

trade with each other and provides such traders a potentially better execution



price discovery. ITGPosit is an electronic equity-nmatching systemthat
|l ets investors find the 20 other side of a trade during the market day.
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mutual f undsplgno)ror ?}{rgugh brokers or others offering the funds. Although for Financial
Engines and Microsoft there currently is no direct mechanism for actually executing
the desired purchases of fund interests, Schwab does make available the ability to
20  purchase interests in the funds directly through Schwab. There is no mechanism,
however, for enabling the participant to select, craft, modify and execute a portfolio
comprising individual equities: Such an investment in equities is a completely
different form of investment from an investment in funds where, before the present
invention, it has not been possible for a smaller investor to acquire or trade
25 individual equities in small or fractional amounts on a cost-effective basis or to
manage individual equities as an integrated portfolio as opposed to a series of
individual investments.
Portfolio (or cash) management accounts and similar vehicles exist and are
offered by a number of brokerages. They are somewhat mislabeled, however, in that
30 they do not manage portfolios of securities, but simply combine in one reporting
statement information regarding various types of assets held by a customer (funds,

stocks, bonds, cash, etc.) and consolidate broker rélations‘hips. These accounts



portfolio according to what is permtted by his participation rules (if it

is a 401(k) plan) or through brokers or others offering the funds.
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the issuer of the derivative/future, provide for different and adverse tax
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consequences compared to those offered by using the current invention, do not
provide for the exercise of shareholder rights, do not permit the selection of
20  particular stocks reflecting non-economic preferences (such as “no-tobacco”), and
generally do not substitute at all for the current invention.
Some mutual fund complexes have made available to their customers the
ability to screen mutual funds and determine which fund best fits certain parameters

that they make available that a customer would like satisfied — and then lets the

o
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customer invest in that mutual fund. For the investor, this system again suffers from
all the disadvantages of investing in mutual funds — as opposed to the underlying
securities — as described above.

Some systems, like Financial Engines, provide tools for investors to select a
number of mutual funds to satisfy certain investment goals. These systems do not
30 provide tools to select a portfolio of individual stocks that, as a portfolio, would
satisfy certain investment goals. Moreover, the systems that exist that review mutual

funds do not review or analyze mutual funds in combination with individual



investors to obtain the market risk econom c benefits of a portfolio
investnment 15 simlar to that of the current invention. These systens,
however, currently permtted in the United States tory
reasons, W((ﬁ ‘@Ece credit risk related to the issuer of tp&?}ﬁugb%éﬁh@
derivative/future, provide for different 1and adverse tax consequences
conpared to those offered by using the current invention, do not provide
for the exer ckezities, vsiich shodrddikelyireféctive dOtha kRS VeIl %bé‘stx%@ﬁ@%l‘d% of 20
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act ual overahetrﬁl nvestments held by a smaller investor e present
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Cost - of fact i RonTRl BIG%s (REKFRORE T be pERTRUSH BeMiroroe WiiEPpblant
invention dowd allhivs thyinpeseriteldingst @hat EXrEb Lo or specified individual securities in
the portfolio be purchased or sold or modified as a portfolio transaction. The system
further aggregates orders generated by other investors at various times during the
day for execution, and includes a device for such execution with investors being
20  allocated specific interests, including small numbers of (and fractional shares, if
needed in) securities. The system further nets the various transactions so aggregated
to provide even better execution and even lower costs.
According to one aspect of the present invention, a system for enabling
multiple individual or smaller investors to create, manage and trade a portfolio of
25 assets/liabilities includes a processor and a storage device. The processor
communicates with the investors via multiple communication links, and receives
investor identification information and preferences and trading data from each of the
investors. The processor aggregates all buy or sell orders and all otherwise
economically unviable buy and sell orders for each asset/liability in the trading data
30 from each of the investors to obtain a single economically viable buy order and a
single economically viable sell order for each asset/liability. (As used herein,

economically unviable orders include fractional shares, odd lots, and small amounts



based systemto which the investor provides his preferences, which system
generates a portfolio that reflects the investor's preferences or assists

the inves i el ecting a 15 portfolio, allows that port{albiRedesohf
nodi fi ed SPﬁ"gﬁlgnvestor as a whole portfolio and allows tﬁeh):gnvestor to

direct that the portfolio or specified ih8lividual securities in the
portfolio be Egrchased or sold or nodified as a portfolio transaction. The
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device is coupled to the.processor and stores the trading data from each of
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W th each i@}/eggft or 1o det erﬁi ne an ingestor 10 portfolio that corresponds
to the percéntage® BFYBELITEALYFMICAYRISE Hothe PEIcsEseRaNd 19F coupling to a third

party electronic payment system. The electronic payment mechanism transmits a
request for an electronic payment for each of the investors to the third party payment
20  system, and receives, in response to the request, electronic payment data for each of
the investors electronically from the third party payment system. In addition, the
electronic payment mechanism maintains multiple payment accounts, one for each of
the investors. Furthermore, the electronic payment mechanism only permits trading
of the assets/liabilities for a particular investor if the particular investor’s payment
25 account contains a predetermined amount. Moreover, the storage is coupled to the
electronic payment mechanism and stores the electronic payment data for each of the
investors, and the payment accounts for the investors.
Further, the system of the present invention can include a second
communication link to a third party trading system via which the processor transmits
30  the single buy order and the single sell order for each of the assets/liabilities.
In addition, the system of the present invention optionally includes an

Investor program executing on an investor’s personal computer, which program



i nvestor. The processor includes in determning its allocations any
investnments currently held by the investor, including investnents in
mutual fugds,orcgther funds as well as already owned indi pgHRbooso10
securities, and includes these investnents for the purposes of determ ning
the overall portfolio characteristics ofl19he investor's 15 investnments. One
particul arly advant ageous enbodi nent of the above system i ncl udes an

el ectroni c payamepts thegnveator fon invespirédbntificativn infem@EsindRdest@préoieRkdsNy to a
third party, el ecg.oni C pcz%lrrgnt .system The el ectronic paynent nechani sm
transmits a UFRFUEIRVESH IGGRUSCRHAT 35 18Vestos pEsiereness tethepresessonandnvest or s t o

the third paEﬁa\blé&ﬁHé%%st@xQostﬁ{délta@mvitﬁﬂgz Crﬁ&e%%o\f%? F_le]é:cq n{ueff?ﬁgggsggflgagili}%ﬁi cally

request, electronic paynent data for e e 1 nves
from the thi tocrpate ay inyastmepurtfolis t@mmehsuratd éiith the percéitageadiBeitioRifc  paynent
mechani sm_ai ntﬁi ns. mul tiﬂ%eiépg%rrent accounts, one for each of the

i nvest ors.” FUMEHBFRGISEE!S ¢ TREPgTaM£a]) prshederegraRineal investoy insface t s
trading of §j babiglerd-d rti.cul i nvest.or jf. the
particul ar i %‘5@3?%? %gﬁég?/%gmﬁ%%ﬁ%é%g{ﬂ}?’ f@%ne%lgfenlé g%t%rpggi?lborrﬁla%‘apoamunt .

Mor eover, t hejandaod mgestnsmesupsimetsto theiavesdrent loakbsol pRYEEE, AT8S RSO sm and
t data for each of the 1investors, and the

stores the el ectronic pa n |
paynent accol Fséoﬁ‘%?grﬁﬁlﬁgﬁ\?%%d?‘ée.smﬁﬂ 2djust the prscesiage @Hoestionpé pr esent

invention capyvedGbsmdtseds SRGROE, L gAti link to a third party trading
system vi a whi ch the ?)r ocessor Vﬁ}gnsm g& g@’pﬁoﬁg’g}eﬁw?%@?%?‘ger and t he

singl e sd0l emisunitaes wabhpotesstreasamsiiodatd vibohé bi @8 commuafdiith Qhks t he

system of the nventi.on goptional | % i ncl udes an investor program

resent. i
executing on® %‘?rdgeég‘tfl’ﬁ?m@ BErEgHan alopapithany tapescf apsetdiabilitiaDto b 46658

PCT/ US99/ 0504 cudroePbSmblify LINGELOF s hioliNealsRl dndenklfiscat

n
information and i nvestor preferences, ansm tE PRV BYES O(ﬁér"i‘ﬁuf“f)cati on
and i nvest orpoptfeliemeichesantiovesie’ satesicabpatfoliand  enabl es the investor to
interact with the grgchessor to sel ﬁét mul tiple assets/liabilities to
create an i nvest dPCSETRS B 916 asprhehdE PESentin Yamtiohathp eysteamstarge thed | ocat i on of
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i nvestor and on apsol ute scales. Al s%, the investor program enables the
i nvestor to adj ugtCPHEN&RAMRHELR W qf SReRTESsAL tvention, the electronic payment

mechanism electronically requests periodic payments from the third party payment
system for each of the investors. One possibility is that the periodic payment is a
20 monthly payment or a weekly payment.

Accor‘ding to another aspect of the present invention, unlike all traditional
brokerages that charge a commission or a fee based on a per transaction basis, or that
receive their compensation (including items like payment for order flow) on a per
share or per trade basis because they make their money from investors trading, the

25 1nvestor under the present invention can be charged a flat periodic fee (such as a
monthly or annual fee as might be charged by certain financial planners) or an asset
based fee comprised of a certain amount of the assets held in the system (such as are
usually charged by mutual funds), or a combination of such periodic and asset based
fees, or a combination of such fees and a transaction based fee.

30 According to yet another aspect of the present invention, the trading data can

include fractional shares of the assets/liabilities desired to be traded.
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the present invention, the processor receives actual trading pri

i nf or mat i on FeRETdinygstoniatesfanglcembkeythoimhestoapatfolie nsitcigihe peekhtage
allocation previously determined if the investor portfolio no longer matches the
percentage allocation as a result of the actual trading pricing information received
from the processor.

20 According to another aspect of the present invention, at least one of the
communication links to the investor includes a communication link to the Internet.
Furthermore, the system can include a graphical investor interface displayed on a
predetermined world wide web site via which a new investor can provide investor
identification information to the system. In this case, the processor upon receipt of

25 investor identification information from a new investor accesses the new mnvestor via
one of the communication links in accordance with the investor identification
specified by the new investor to obtain payment information from the new investor.
This communication link can include a direct dial telephone connection, a direct
dial-up telephone connection initiated by the investor, a direct dial-up telephone

30 connection to an intermediary server, which direct dial-up connection is initiated by
the investor, and a network connection from the intermediary server to the processor

initiated by the intermediary server, a first direct dial-up telephone connection to an
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i nfornmati on from t he new i nvest or hi s conmmuni cati on can I nclude a
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initiated by irect dial hon onnection to an
i nt er medi ary lé%‘?\c/)g;ﬁyoed\%}ﬁéﬁm Frede %?laaqerﬁfﬁtd%?)ﬁﬁ PBH Séetﬁ IGINESYy  t he
i nvestor, abascd onehavnvkstoOpOReErcOdatal WHErkHAE gﬁasﬁl@qh@ésvor bR 1O the
processor inifiated by the intermediary server, first rect dial-up
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and a second |rect up connec
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According ta anof her_aspect of the present invention, a persona corrput er

5 based profrafdof %5@@8% ieHEn hthgeniirgvavestor’ psrtﬁoélrosrehaaVe wondter , for

enabl i ng ANindustry measurements or absolute values, and provides the relative risk and

differential return to the graphical investor interface, which displays the relative risk
20 and differential retumn to the investor. A portfolio editor process enables the investor
to adjust the investor portfolio. A communication process communicates the
investor identification information along with any trades of assets/liabilities to be
executed to create or modify an investor’s portfolio to ensure an investor’s actual
portfolio matches an investor’s desired portfolio to the system as said trading data
25 viathe first communication link. In this program, the graphical investor interface can
display the relative risk and differential return as a color code, a numerical indicator,
an arrow on a dial, or an arrow on a range of numerical values or an arrow on a
horizontal or vertical scale.
According to another aspect of the present invention, the system permits the
30 investor to adjust the color code, the numerical indicator, the arrow on a dial, or the
arrow on a range of numerical values or the arrow on a horizontal or vertical scale,

by moving a slide or other indicator on the graphical investor interface, and by so
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in system of that sponsoring organization (such as employees in the employer’s 401(k)
20 plan) may invest using the system, but that their portfolio must all times meet certain
specifications. The specifications could include a minimum number of stocks (such
as 30), a maximum concentration in any particular stock (such as 5%) and a
maximum risk level (such as no more than 10% more risky than the market as
defined by the S&P 500 risk level). Similarly, the head of a household could
25 establish investing accounts for members of the household with similar constraints or
whatever other limitations along similar lines were desired.

According to another aspect of the present invention, the program includes a
configuration control process that provides a version number of the program to the
system in response to a request from the system, wherein the system downloads an

30 updated version of the investor program upon detection of an out of date version.

According to another aspect of the present invention, a method for creating

and managing a portfolio of assets or liabilities by performing a plurality of



5 or fromthe portfolio, or the weighting of such securities in the
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required purchases. The storage unit stores each investor’s portfolio. This apparatus

20  can optionally include a third party trading system interface device that aggregates
all investors’ trades and sends the aggregated trades as a single trade in each security
to a third party trading system, which orders can optionally be netted before sending
them to the third party trading system.

The present invention also permits the collection of securities into pre-

25 packaged portfolios that, if acquired by an investor, provide the investor all the
advantages described before of directly owning the underlying securities while
having a portfolio that reflects some strategy or preference determined by some other
means. For example, a currently popular strategy is to invest in the ten of the thirty
stocks comprising the Dow Jones Industrial Index that have performed the most

30  poorly in the past calendar year. The expectation is that these ten stocks will then
outperform the index in the succeeding calendar year. Consequently, currently,

investors wishing to follow this strategy generally purchase an interest in a unit



and sel ect assets or liabilities to be transacted in nultiple transactions
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such as an investing magazine's picks for the next few years, or an analyst or
investment bank’s selections, or an organization’s preferences (such as the AFL-
20 CIO’s or the Business RoundTable’s preferences or members), or even a famous
person’s selections. In each case the investor obtains the benefits of the system
providing a portfolio of directly owned securities, as opposed to an interest in a fund
or trust.
The present invention also provides for the collection of information
25 concerning the plurality of investors of the system of the present invention. Investor
characteristics are collected and stored on an anonymous basis so that subsequent
access to information derived from investor statistics and demographics can not be
traced to any one particular investor. This data collection capability leads to a
variety of novel investment strategies. For example, information might be collected

30 from a number of patent lawyers or economists. An investor of the system might

then be able to pose a question concerning a particular affinity group, for example
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created for all those investors who earn more than $75,000.00 per year.
20  Alternatively, all those investors who have an engineering background in electrical
engineering, regardless of their actual profession, can be created. A securities
listing for all actors who live in California could also be created.
Once these affinity group investment characteristics and strategies are
created, an investor can have the option of investing in the same portfolio (based on
25 risk/return characteristics, identity of security characteristics, such as high tech, or
individual securities or otherwise) as is listed for a particular affinity group: Thus
affinity group investing can be supported by the system of the present invention.
This again provides numerous options for unsophisticated investors, or those
investors who simply wish to take advantage of the thought processes of a particular
30  group of investors whose characteristics are selected by the investor.

An additional functionality of the present invention is to assess the relative

performance of the portfolio of each affinity group. Since the securities either as
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the investor to understand and manage its portfolio on a whole, integrated basis, the
investor would be permitted, for purpose of analyses, to aggregate the holdings in
20 multiple accounts (such as an IRA, a 401 (k), and a non-tax-advantaged account that
the investor uses for investing). In this manner, the investor can view all its holdings
in securities and other investments as a single integrated investment portfolio for
purposes of determining risk levels, diversification, concentration, sector exposure,
or otherwise. Consequently, the investor obtains the benefits of viewing its portfolio
25 asan integrated whole, as opposed to a series of unconnected investments, even
though for legal purposes the accounts are maintained as legally disparate and
Separate accounts. According to yet another aspect of the present invention, the
same concepts of aggregating across legally disparate accounts could be employed in
connection with other securities, primarily interests in funds, and even investments
30 other than individual securities or funds, such as real estate, gold or other

investments, that an investor might hold.
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funds, and eweRrs inINESEHFRINESd portfolio of securities in the system’s database. Therefore,
as a result of the investor’s desire to invest in “big companies” a series of stocks
20  would be selected and displayed to the investor which fits into the characteristics
desired by the investor.

This natural language interface can be accomplished in several fashions. For
example, keyboard queries now exist in most software packages whereby an investor
can pose a question in a natural language which is then interpreted by a natural

25 language interface to retrieve topic suggestions. Additionally, speech processing is
now at a point where voice input can be used as direct input to a natural language
interface. In this fashion, investors who wish to speak their requests, or individuals
who are handicapped and have difficulty using a keyboard, can use a speech
processor connected to the natural language interface of the present invention to

30 input their requests for stocks of a particular type.

For those investors who generally want to invest but are totally unfamiliar

with the terminology that characterizes stocks, a series of screens may be presented
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FIG 3 depicts a sample output of an asset allocation model.

FIG 4(A) depicts a sample portfolio editor screen according to the present
20 invention and FIG 4(B) depicts a sample portfolio selection screen with other

portfolio starting points.

FIG 5 depicts a sample output of the portfolio selection process of the present

invention.

FIG 6 depicts an overall block diagram of the computer-based system of the
25 present invention.

FIG 7 depicts a flow chart of the graphical investor interface presented to the
investor during the creation or modification of the portfolio according to the
computer-based system of the present invention.

FIG 8 depicts a flow chart of the graphical investor interface presented to the

30 investor in connection with the investor employing other features of the system

according to the computer-based system of the present invention.
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DETAILED DESCRIPTION

As used herein, assets, rights or liabilities refers to any tradeable commodity

or item of value in which there exists a market for trading. This definition includes
20  securities, equities, derivatives, currencies, fungible commodities, insurance

contracts, mortgages, bonds, airline reservations, hotel reservations, golf tee times,

country club memberships, antiques, etc. Although the computer-based system of

the present invention can be used with regard to any asset or liability that is traded,

the discussion herein relates primarily to its use in connection with securities for
25 simplicity purposes.

As used herein, smaller investors includes generally any investor investing a
smaller amount, regardless of whether an investor is an institution or an individual,
and regardless of whether the investor is acting on its own behalf or on behalf of
another. It would also include an investor investing through a financial planner, for

30 example, who actually provides the inputs for and access to the system on behalf of
the investor. The present invention consists of a computer-based system that

provides smaller investors, a convenient and simple mechanism for investing small
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herein relates primarily to its use in connection . es for 25
sinplicity patpotadleredag thespecifie peiferencavelf bah invesest Bysigiegitidasdgener al |y

i E i smal | er. anpbunt, regard| ess of whether an investor
any invest oF . BXe:e(S)rtd' n

s an insti thipo8e org %ﬁ%{ﬁax?t\)pmpp permits coststo be based on a small fee relative
15 to each economically unviable order, rather than even a small fee that would
otherwise make placing the economically unviable order mmpractical. For example,
if an individual or smaller investor can only afford to invest $100 per month, and
wants to create diversification, each time the investor invests in 30 stocks, he would
have to pay, say $5 for each order under existing deep discount brokerages (and that
20  would be just the commission charge, not including the all-in-costs from wide
spreads, etc.). Obviously, no one would pay $150 to invest $100. In contrast, the
present invention permits the small investor to invest his $100 per month because the
entire order being placed by the system incurs one fee that is then distributed across
the orders pro rata, hence a small order only incurs a small fee. For example, if the
25 entire fee was 2% of the order, then the investor would owe $2 for his $100
investment.
The structure of the system of the present invention also allows its cost to be
based on access to or usage of the system (such as a monthly fee of $5) as opposed
to according to securities orders entered into the system, as per common brokerage.

30  The result is that the investor can cost-effectively create a portfolio of securities

comprised of directly owned individual securities with attributes similar to a mutual
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20 4. All shareholder rights with respect to each security in the portfolio to the
investor and full ownership and control over all investment, voting and other
decisions regarding such securities.

5. Direct control over the charges and expenses that will be incurred.
6. The possibility of making multiple and intra-day investment decisions by

25 the investor, if he wishes.

7. Control over all factors in the portfolio and modification of them as the

investor sees fit.

Furthermore, compared to existing brokerage services, the computer-based
system of the present invention:
30 1. (a) Reduces costs because the system aggregates order flow, limits the
number of actual trades that need to be made external to the system, directs investors

to specified securities to further concentrate the order flow, and automates the input
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effects and WFYIONPSHRNT FYC? Yepy SBAI INYEStBR crenée anddiwn aldiakrsifisdwortfalzs i n hi s
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W th respect to each security In e por and full
owner shi p ashdreseretfragtiomal@momhts! i nvest nent, voting aﬂd o':]her deCIdSI ons
regardi ng such curities. 5. Direct control over the charges and expenses
thgt Wi I? be iniﬁfer COFPUECT-bepRd Y81€EY ¢iths pigsest invsRiiomyparmiits witkouand i nt r a- day

i nvest ngpt deGhas AMBaditional costs, investors to purchase or sell small ~ and even
fractional — units of shares. This is because, according to one embodiment of the
computer-based system of the present invention, the system aggregates orders
provided by its investors, executes the aggregated transactions and then allocates the
acquired (or cash for sold) shares back to the accounts of the investors. (Since

20 transactions outside of the system must still be made in full share amounts, it is
possible that a fractional share amount could remain after the allocations. For
example, 7' shares of a stock in total could be allocated to 15 different accounts —
with Y2 share allocated to each. To effect this transaction, if the shares are acquired
from outside the system, the broker operating the system would acquire 8 shares.

25 The remaining Y: share would be owned by the broker or a third party worker with

the broker operating the system and held for allocation as needed in subsequent
rounds of trading.) Consequently, an investor could have $150 per week invested in
50 stocks, receiving an allocation to his account of fractional shares. Each
subsequent week, the investor would have added to his account additional fractional

30 interests in each of these stocks. Over the course of a year with, for example, about

$7,800 invested, the investor would have full and fractional shares in his account (if

the average stock price were $30, the investor would have on average a little over 5
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outsi de of RAESSY4R erfpifiikis ngeial pon%éigeftdei lom cgqs: L T@ﬁogfc?gauaﬁ?lﬁelt oith e
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di fferent aovodified By the investor, or portfolios reflecting the portfolios or portfolio
characteristics of specified affinity groups or other selected investors.
4. Enables reduced transactions costs by accepting customer orders entered
at any time and aggregating them for trading. The computer-based system of the
20 present invention holds the orders (except for those for which immediate execution
is desired by the customer) until particular times, such as for example, at least three
times per day (the “open” for any orders received since the last close of business,
“mid-day” for all orders received during the morning, and the “close” for all orders

received during the afternoon). The number of times orders could be traded 1s in
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general not limited, and depends to some extent on the number of investors, and the
degree of risk or principal positioning that the broker wishes to accept. The
computer-based system of the present invention takes all the orders that have been
entered with it and, at the specified time, aggregates those orders for the purpose of
reducing the number of transactions that would have to be executed, thereby

30 reducing transaction costs and providing benefits to investors.

5. Enables superior trade execution of orders through netting. Furthermore,

the computer-based system of the present invention includes the capability of netting
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customer orders entered at any time and aggregating themfor trading. The

y L
conput er - baS88' SYPERERTHIE ANEnLThgF exlenexdenvenbliorishibe iy otihgonster s (except
for those f ﬁéht‘é.’n CBHse'quH?f}', Al fvERELHL! o¥thin information in connection with his

portfolio as to how securities could be voted by a service that analyzes the securities
20 in the portfolio. The investor is permitted to direct that the voting be delegated to
such service (or other services if multiple services are made available).

8. Permits the establishment of portfolio parameters. Because the computer-
based system of the present invention is designed to assist in the creation of
portfolios comprised of individual securities as opposed to the acquisition of

25 individual securities as such, the portfolios can have limits imposed on them to
facilitate “informed” or “reasonable” investing as determined by a plan sponsor or
other party. Such parameters can be such that the portfolio must be diversified and
not too risky, for example (in other words, it must have a set minimum number of
stocks, such as 30, satisfying certain criteria, with no one stock accounting for more

30 than 5% of the portfolio’s value, and the overall risk in the portfolio not being in

excess of a specified amount, such as ] 10%, of the S&P 500 risk level).
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e AT HOpt g o b gt o,
ialnfsgr Erg'?: gnye?hhggsna%éi Cr)%fgﬁgql\j)cgrhgﬁ? Eiix, And varows othér'items. There are a variety
of different outputs for the asset allocation model. One formulation is an amount
that the investor should invest in long-term investments, medium-term investments,
20 and short-term investments. The asset allocation model determines a percentage
allocation in each of the general investment types according to a set of known tables.
There are many existing asset allocation models, any of which can be employed in

the present invention, such as that provided by Quicken™, Mentun Investment™

from The Mentum Corporation and perhaps Financial Engines

|3
W

(www financialengines.com).

An exemplary questionnaire used for input to any of the above asset
allocation models is depicted in FIG 2. FIG 3 depicts an exemplary output of such
an asset allocation model.

The investor can enter the system at various stages, however, and need not
30 answer all the questions. For example, the investor could start at the beginning,
presenting all the basic information about age, income, liabilities, financial goals,

etc. In that instance, the computer-based system of the present invention utilizes any



portfolio as to how securities could be voted by a service that anal yzes
the securities 20 in the portfolio. The investor is permtted to direct
that the dReRe delegated to such service (or other segglrﬁggg,bgmo

mul tiple services are nade available). 8. Permts the establishnment of
portfolio paraneters. Because the conput® - based system of the present
invention is designed to assist in the creation of portfolios conprised of

i ndi vi dual sefthe knows andpapichsedilalie bivet stutdiion oadls A a%5m'bﬂﬂh¥h dpal
securities uch the ortfolios can have limts inposed on themto

facilitate " f%ﬁ&?%!ﬁ togr V‘PE%@W&%W@ to thpinxestargs ssthd ptwentageaf ibyesabpd an
sponsor or r uch, that the tfolio
st be i versrT oot beaRE RELAL. SHO RO I CumRe: Gighass |
nust have a meteyrhakeufimayoriskort-ofrm goiveissent 8ﬂﬁbe§x§e§%ra&%h§§)¥1’n@&uﬁier tain

criteria, W|th no one stock accounting for nmore 30 than 5% of th
portfolio’s '\7511 bich eSUIFGISSHED 8YBF PF‘ tefmg Ropgs, anrblopgrtermohiestmentts b;ec}mgs in

excess of a fels firRd egtgg @ 110% of the S&P 500 risk level). WO
99/ 46658 PCTI 899/ 0501 35 egystem grvi ew A bl ock di agram of the process

fl ow accordi ng t e tbns@ﬂmeanage glideadonBenerafly HOBmGROM s st@ﬁ‘xsé‘r‘:‘le%XSt em of
t he present bnventl on |s dep ed in FIG 1. T)(] system 10 i ncludes an
asset al | ocdff BIYeHPas %CHEF ‘f‘f’dPiS@)le%‘eﬂl restiolamokterideahle Zssea ondibbifitiser ver 3

with stora sts or .l i.abili .6, .a . third
party traglelnfgs %eses?g g@@%ﬁﬁgﬁ"“‘ ggﬁ% 8@% %&Eén‘gca"&ﬁ éhet istPrcalar t y

paynment $§stlevelsiof riskraho revainis ofitheSrageablé saeks By 1ihHI BT @S Abed st 45 he
conputer-basedﬁ%stem 10 through a graphical investor interface, which is
shown in FI e AjRVESUReNes. a5 t he asset al | ocation model 1 and the

ortfolio selecti S a atlon nodel 1, an
anestor is fi rst@gﬁgﬁlggésg&se%gtév}%r%egﬁeaag '%tgg?l%% SPh%ﬂJ‘@é‘loP%ns t hat

deternine i meefsrtmesdatcssp@af 1 assersaoTRiabAidids @SiSe inBRYEEM the B&ﬁt%hg%éton etc.),
the investor's.risk t.ol eraa § and. financial goals and objectives, the
i nvestor's GOTdRMaysBelude dikigrant Bisiarical ans exppesed hvéspf)re”us’nmlwnr ent and

expect ed] § NGEMsarPhchithE RIkin A, HE g3, an me franes
(e.g., college eagﬁcat i on ?—R: m@% Chi Pag’%}eﬁgw aﬁigﬂa ‘i%‘"’e?"é%‘q% thEBFeée‘Bf a
parent wi t hinvestidrOprpeaiesin irtdiuatibmwetht drivestor maeﬂ@ger Rekclibsdvetddlfe a
characteri sti g t.he | é’eSt or's 1pr eferences for various types o
securities sftﬁaﬁ?lé? SHep e RIsios sEpscifiaaseyliabiloy preferhmes ot tws. There are
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comparing the historical and expected rates of returns of the investor’s portfolio to

20  the rates of return assumed in the asset allocation models using known probabilistic
methods including value at risk and sensitivity analysis, and when determining a
difference exists, suggesting an adjustment in the percentage allocation to correct for

the difference so that the desired financial goals can be achieved within the

constraints set by the investor. To the extent these goals cannot be achieved, the
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present invention informs the investor that the risk return levels are not sufficient to
reach the established goals. Moreover, the system provides further information to the
investor as to what returns and levels of investment would be necessary to satisfy
various financial goals modified to take into account the investor’s risk preferences
as provided to the system.

30 In addition, the asset allocation model to be used utilizes probabilistic
estimates of the likelihood of meeting those goals given various asset allocations. In

the case where the investor steps through this series of inquiries in the asset



of different outputs for the asset allocation nodel. One fornulation is an
anount that the investor should invest in long-terminvestnents,

medi um term jonvest ments, 20 and short-terminvestments. Thg-~f336J0s010
al | ocat i owgr%@ggﬁdet erm nes a percentage allocation in eacﬁ @?’ t%e gener al

investment types according to a set of I3tbwn tables. There are many
existing asset allocation nodels, any of which can be enployed in the
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combi nati on of . such nodels, to rpvi de information to the investor as to
the per cent dgeCBEPCESMAN jushihe m‘éf‘s‘gétssdeﬂwarapémldd be al |l ocated, generally,
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general | y d&XBIGRd{aepms kamdheir ibs dheib liakilitipsand expessedexpeaditdes and bed bel ow,
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i nvestor as a }5 rtfolio of investnents. Once the investor selects his

desired por #F%5} #9CRUREROGHS Woyld ripscaibs ide@]fieflﬂeﬂeq:ﬁfﬁsi mseaglr).t ?g??zgf Irr; a;srs] glt 3 .
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the asset allocation model. In other words, it simply ensures that when the
determination is made to invest in a fund that returns an equity level investment, that
the fund so invested in actually is expected to provide that return. It would still
20  generate identical results for the general asset allocation or specific asset allocation,
because it uses the information as to the investor’s goals -- and the asset’s
probabilistic returns -- to arrive at a model of what asset is needed to satisfy the
investor’s goals. It does not use the investor’s own risk tolerance in a dynamic
manner to adjust the asset allocation model. But if, for example, some significant
25 allocation in equities is necessary to reach the specified financial goals, and the
investor who is very risk adverse is unwilling or reluctant to invest in equities that
have ordinary market risk, it will be important to adjust the allocation and the actual
equity portfolio in which the investments will be made. In other words, while the
non-risk adverse investor may have, as an example, one-sixth of his investable assets
30 in money market or short-term instruments, one-third in high risk equities, and one-
half in intermediate risk instruments, it may be necessary for the risk-adverse

Investor to, contrary to expectations, have a portfolio that has more equities — but
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investor is very risk adverse, the other very willing to
usual the allocation, or the investor can select from a number of other portfolio creating
starting points, such as pre-packaged portfolios, celebrity portfolios, affinity group
portfolios, or portfolios suggested or recommended by the system based on the
20  investor’s risk and return preferences as generally stated by the investor. The
portfolio screens enable selection of securities based on type of business or industry,
stock volatility, capitalization, inclusion in various indices, book-to-earnings ratio or
other financial measures, corporate governance or other matters, etc. The other
portfolio creation starting points would consist of portfolios such as various indices
25 (or subsets of various indices that generally reflect the risk - return characteristics of
the indices), various strategies, such as the ten stocks in the Dow Jones Industrial
Index that underperformed during the last calendar year, or other strategies
embodied in various unit investment trusts, celebrity portfolios reflecting the
portfolios of famous people or analysts or others, or portfolios encompassing
30 recommendations from investing magazines or newsletters or other sources, or

portfolios reflecting screened risk - return characteristics from various affinity

groups that can be created by the investor, such as the portfolio characteristics of



asset allocation nodels would prescribe identical allocations to each.
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investor coyl gks6QaRk &g t)ﬁat%léj:LH'it;.hWhen the investor establishes criteria for his

portfolio, each of the relevant factors for each security in the database is compared to
20 the cniteria, and if they match the security is either included or excluded from the
portfolio depending on the particular criterion.

As an example, an investor might have stated that he wished to invest solely
in large capitalization, software, financial services and entertainment companies
based in the United States with no negative corporate governance factors. The

25 systemthen returns a listing of stocks, including obvious ones that are household
names and some that are not. The system then specifies percentages of each stock to
allocate to the portfolio in order to insure a reasonable level of diversification (and
would alert the investor if that could not be done). One example would be dividing
the total dollar amount being invested by the number of securities meeting the

30 criteria entered by the investor and allocating an equal dollar amount or a
capitalization-weighted dollar amount to each of the securities, and if there were

fewer than twenty securities for example, indicating to the investor that reasonable



portion of the interface involved in the asset allocation determnation,
and nove directly to creating a portfolio, such as by stating that the
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the screeni bpkeehe6inkdtheGebleitbAbPARLHI M khe order and taking a position in the
stocks). To purchase the defined portfolio, the investor must have assets on hand or

20  credit to acquire the securities, which can be obtained through any of various
mechanisms, such as a direct deposit to the system, through a check or electronic
funds transfer (EFT) to the broker operating the system, by arranging credit to be
extended (including on a temporary basis while the order is being settled), or by
having cash or other securities to be sold on hand from previous transactions, etc.

25 Those systems that involve third parties are depicted in the figures as the third party
payment system 7. One of the options offered by the system is a money market fund
for excess cash, as well as a linked debit card, credit card, check writing facility to
reach funds in the investor’s account and other ordinary and known cash
management services.

30 The system electronically executes the needed transaction at the next
transaction window (which could be set at the discretion of the system operator (the

broker or bank running the system), such as when a certain market exposure such as



10 book val ue, etc. pre-packaged portfolios, etc. affinity portfolios, etc.
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investing in mutual funds, and over those systems that purport to monitor portfolios,

either of securitic?s or of funds.

20 The computer-based system of the present invention includes the capability
to allocate suggested holdings to the investor to create a diversified portfolio (which
likely will include fractional share interests in stocks). The portfolio created by the
computer-based system of the present invention provides the investor the benefits of
modern portfolio management theory and does so in the context of a system that

25 allows for the creation and maintenance of the portfolio for a cost that is reasonable
in light of the portfolio’s size.

Additional funds can be added to purchase additional stocks, or amounts of
existing stocks, in the portfolio, with such funds being added automatically out of
direct deposits of paychecks, for example, or sales of part or all of the portfolio can

30 be effected, numerous times a day. If the investor wishes to add or sell specified
stocks, for example for tax purposes where the investor wishes to obtain a taxable

loss, the system informs the investor of the effects of the change on the portfolio’s



investor. In conjunction with certain of these screens, the investor is
provided with a 10 response that shows the investor, graphically and/or
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orders as pringipal, su as by executing agai nst
site ﬁugugh any o nlese access means to obtain specific information and provide

information needed to execute trades. In other words. much of the processing can be

completed “off-line” with the connection to the server being required only to obtain
20 updated data or to send an order for a portfolio modification, or completely “on-line”

depending on how much of the present invention is made resident on the investor’s

computer.

Overall System
25 FIG 6 depicts an exemplary block diagram of the computer-based system of
the present invention. It depicts an investor’s computer 1la connected to a
communication network 12, such as the Internet, which is then connected to a web
server 14 that stores the main program for controlling trading and investor access.
In this diagram, there are two other investors’ computers 11b, 11c¢ also connected to
30 the web server 14 through the Internet 12. In addition, there is shown an investor’s
computer 11d connected to the web server 14 directly through a dial-up connection.

Finally, there is shown an investor’s computer 11e connected to the web server 14
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such funds bel hg ad oma direct deposits of paychecks,
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st ocks, for PEREN§ 1© theinvesisr puingdheeresifar @ ndbficaivasif die invahes to obtain a
t axabl e |4 OPémfogiBe systeminforns the investor of the effects of the change
on the portfolio"s WD 99/ 46658 PCT/ US99/ 05010 42 diversification and risk

| evel s, etc. ButS¢mel BER)Eheksiny&tGamBIRE S RtdRRGb it¥g-oR Y .g.”p' oyer
for exanple) the investor has conplete control and can deter ne to’ create

a_conpl et el {f'VASH- HiMfe PATFPELRNISertpip| dtker dofopnatiiniigr ssebisityqnepases)a f ew st ocks,

i f Investors will be permitted a number of secure mechanisms to provide credit card
and other information to the system. Under one embodiment, however, (Figure 17)

20 aninvestor 171 accessing the system 173 over the Internet 172 for the first time will
be provided a password and log-on identification without having to provide any
confidential information, such as credit card information, to the processing site. The
site will then call the investor back 174 at a number supplied by the investor, or the
investor can access the site through a direct telephone call. The investor can then

25 supply the processing site with the necessary information by touch-tone input of the
site assigned password and the investor’s confidential credit card information 175.
Once the site has the credit card information through direct telephone connection, it
need not be provided to the site again and the investor then uses the investor-site-
specific password and log-on identification for communications. Those passwords

30  and log-ons will be useless for any purpose other than communication with the site,

and the credit card information never travels on the Internet.
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screens 1f the investor wishes (as would be expected of experienced investors

seeking to modify or simply review an existing portfolio). .Program flow then

proceeds to screen 4 (25).

20 Screen 4 (25) elicits from the investor information (see FIG 2) to create an
asset allocation model for the investor (again, only if the investor wishes, some
investors may skip this). Generally, an asset allocation model helps an investor

determine present investment allocations based on current assets and liabilities,

current income, future needs and other factors such as age. In general, the model

N
L4

determines how much should be invested in equities, bonds and cash to reach the
goals of the investor in the time remaining. There are many publicly available asset
allocation models. For example, Quicken™ includes one as part of certain financial
planning software. The Wall Street Journal has provided one as part of certain
subscription offers. Either of these or others can be used to create the asset

30  allocation model based on the investor Input.

If the investor already has entered this information (e.g., the investor already

has an account in the system), the existing information is then displayed. This
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Once the investor enters the appropriate in ormati on, e
noves to scPemrerzes @3t (see FIG 4 for an example). The menu includes listings for

preferences that relate to, among other things (and to be modified over time as

investor choice dictates): type of security by market capitalization, book-to-market,

price-earnings ratio, price of stock, geographic sector, product sector, dividend

20 payout, historic price to current price, earnings growth and similar economic factors,
and non economic factors such as specific business lines (for example, tobacco,
managed health care or defense that may be viewed as of interest or controversial),

engaging in business in particular countries (such as Burma or China or Northern

Ireland and ratings from third party sources as to how the selected companies have

N
(9]

performed in those countries), executive compensation and other corporate
governance factors that are rated by third parties, etc. Depending on which factors
the investor selects in this screen as being of interest, the investor is then presented
with other choices through, for example, drop down menus or supplemental screens
that review the specifics of the selections and solicit additional choices. For

30 example, if the investor selects market capitalization as a factor in the selection of
stocks for the portfolio, a drop down menu allows the investor to select a variety of

capitalizations (e.g., eight ranges could be presented, such as a market value of less
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category. For example, the investor can select an average portfolio for people with

the same number of children as the investor by selecting “Similar Demographics™ 74

20  and then “Number of Children” 77.
As further examples, a noted analyst may state that her ideal portfolio would
be the following fifty stocks in the following proportions, or a magazine may give its
picks for the “ideal” portfolio, or a charitable organization may provide a list of the

corporations that have done the most for the charity, and individual donors to the

o
(4]

charity may wish to build a portfolio of corporate contributors, or a union may wish
to provide a list of companies it works with who it believes are good companies and
may recommend that members acquire shares in those companies. In any of these
types of cases, Screen 5 would make available the list of companties and the
suggested allocations (or if no allocation is provided by the entity creating the list,
30 then in accordance with appropriate diversification requirements, risk and other
preferences of the investor, as provided previously). Furthermore, the computer-

based system of the present invention automatically employs known collaborative
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20 the weighting of the securities in the portfolio as described in the program flow
Screen 7(28) below). Consequently, one of the investor's preferences and a screen
available to the investor is a selection of suggested portfolios that represent pre-
packaged portfolio strategies, or are recommended by particular analysts, groups or
others. Program flow then proceeds to screen 6 (27).

25 In each case, and in each of these screens, the investor is presented with a
default set of preferences that the system recommends based on the investor’s stated
general goals and the investor information entered in earlier screens. For example, if
an investor specified that he wished very little risk in his portfolio, and high dividend
payout, but then selected capitalization exclusively under $25 million, the system

30 alerts the investor to the fact that there are insufficient companies that satisfy these

preferences to create a reasonably diversified portfolio. The system then

recommends that the investor permit the system to select from any size capitalization
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for the information needed by the main server to determine the portfolio or to create

20  the asset allocation model. However, some of these selections made by the investor
can affect the asset allocation model, such as limiting the volatility, which can cause
the program to indicate that the investor must increase the allocation of resources to

equities to achieve the desired investment goals. Consequently, the process can be

viewed as either a two stage process, the first stage of which determines the asset
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allocation model, and the second stage of which enables the investor to select the
desired securities in his portfolio, or as a single interactive process during which the
investor selects both the general categories of investment vehicles and states his
investment goals, which are often interrelated. If there are limits imposed (by a plan
sponsor or employer perhaps, or by the investor itself for its own account or for

30  another account over which the investor has authority (which could also be a
cOrporate account or some other account where parameters are set by one entity and

the actual trading or execution selection is made by another)), the limits would be
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Both risk and performance are based on the historical activity of the stocks

and are presented graphically, with portfolios that are riskier than specified averages

20 shown as such by volatility charts, and by words such as “this portfolio, on a
historical basis, would lose or gain 10% of its value relative to the [specified] index
5 out of 100 trading days.” The portfolio could also be displayed as expected values
in dollar amounts based on historical returns and volatilities, with probabilities and
sensitivity analyses being performed. The output could be a graph showing the

25 expected distribution of the values (much like a bell shaped curve showing the
average expected value and the tails showing the high and low expected values at
specified levels of likelihood (or some particular numbers such as “this portfolio
would be expected to double in value over ten years but there is also a five percent
chance that it will be worth only 60% or less of its current value in ten years.”

30 When the portfolio is displayed as a list of securities to be included in the
portfolio, the risk for each such security would be shown graphically, such as by a

color or a bar next to the stock. As an example, the bar would be shaded one color
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More generally, at this point, the investor can manually adjust the portfolio in
20 whatever manner he sees fit by increasing or decreasing the selection of a particular
stock, or by adding a stock that is not otherwise included in the portfolio and
specifying the percentage to be allocated to that stock.
The investor is also provided the opportunity to specify whether some or all
stocks should not be purchased if the price moves materially beyond the current
25 price at the time of execution (if the system operator is not executing the order
immediately and assuming the price movement risk as a pre-aggregator) . Program
flow then proceeds to screen 8 (29).
Screen 8 (29) provides the investor with final confirmation of the portfolio,
and solicits from the investor the amount to be invested in this portfolio. The
30 investor enters that information as a dollar amount. Because the precise prices at
which the specific stocks are to be purchased will not be known until the time of

purchase (if the system operator is not executing the order immediately and
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In other words, the choices in Screen 3 (32c¢) are presented as a “toolbar” upon log-
on that the investor can directly access in order to move to any of the other screens
20 in the system. After screens 2 (32a-32¢), program flow then proceeds to screen 4
(33).
Screen 4 (33) — the first screen an investor sees after the log-on, assuming the
investor selected alternatives from the “Screen 3-equivalent-toolbar” other than
“create or modify a portfolio” - provides a menu of alternative services. Those
25 services are varied, and depend to some degree on the investor. For example,
offerings of securities pursuant to private placements can be made legally only to
“accredited investors.” Consequently, the system identifies those investors who are
accredited investors and provides to them a menu item for reviewing private
placement opportunities. Conversely, the system does not provide such a menu item
30  to non-accredited investors who, under current law, cannot receive such offerings.

Program flow then proceeds to screen 5 (34).



expected distribution of the values (much like a bell shaped curve

gﬁow’ er])g the average expected value and the tails showing the high and | ow
expect ed et specified levels of Iikelihood (or SO”FC?RTS%/ES'dl@r
nunbers such™as “this portfolio would be expected to double in value over
ten years but there is also a five percent chance 't'hat it will be worth
only 60%or less of its current value in ten years." 30 Wen the portfol |ho
is displayed as @drdent5 @) BekdbperatRmal @rda fhigk Ydoded 1408 tﬂfﬁﬂétfm 1o, t | €
risk for each such security would be shown graphically, such as by a color
or a bar nexbves®ri Hefos exampleAe investpawishes totdvelusmrthepartfdlid forsbaeiisdtsone

9 .10 0 h as yell f.ar. stocKs ri skier
Chan the avelassieeh BHREHRRRRED o i CHedn i ot Biould ecifhiodhe s ser sk

myeu i dto
t han the aveb nfckeiondend the fréleva perasitRIr€3electing Ham MBS MRMIL - G4t en
t he right_of each(ilisted stock for tphose st ocks ghat aree% ess risky and to

the | eft> f &f SORESWith lpstesattecksotith gairk jongThien Vemgeshotthembegain o h)es,I ﬁrt Iher : t
f v investor wishing then_to increase e leve
0 Hl ki neotomBaRoRE B0 tel R} Qe BLAIFHORS THeayaERoBiqHEne 1 ok

, . " . : . . be
level s are diplayiforthe htvestesthktstdcR dbsitibfs thROatib®Q hinviddr adl ust ed to
ri skier, or sgl \glct t hose stocks t%at contri butfg to I gher 2P-Igvefss of risk

and i ncr eas®thilollar arpeunts lavied Benause afitbeway tre sasieknt\znrki}?ﬁlll?vi?% fext re !5 f(i;r by
i fyi NS be used (in ot her. words, a e inv
\?\nplefl 1)6| P gqﬁg@%enﬁ C%%ﬁ“f?@r#%h%“?ﬁ%@ﬁéﬂ?%én? forsirageienech s deliarsestanot her

L g . 3 i . he
Ur ce 10 asguidify, aR@THTIdqLER aQksAndrVRIAOBRAS kS ribREARN, iNGE easi ng t
fiosk | evel of jtgﬁgg portfole:qo. Inﬁ]sadditi on,ElgrtI tﬁe i nvestor W shed® to make

the portfol Pssdigibpean imﬁesitqrmul@?e\resgau‘r? @_dnr‘mssest)i}nfr:m ?aﬁmgéial(sgagﬁggg{ébaia a
fund that t | 4 S ust ane 0 i nv , _
t he portfol ?ghén@rvgﬁ%ﬁ{apeggghﬁﬁ?ﬁémﬁg 2 piAgk atehy &“6?3“358%5 sfthesammg portfolio,

the invest ostostbatl$30had giewestktifgo W PRI WED Y thOindPEG ol A L5158 1S
| evel desired by inputting the desired risk | el\?e?ﬁl nt o tﬁe s%/s em either

by changi nglosteRa Bissiock ahenfagneansaitionds viewed sgﬁaadtelyprllrxafﬂ?ﬁﬂlﬁrncd.aﬂé't ?el _
describ I . i fying the overall risk |evel of the portfolio.
l\/gr e geﬁgr a t;%}mg{)'ﬂ? ﬁillsi)Pa 8%‘%%/1981 RV Rpdtiy fuch gaingan iaspsp- d8F irvestone

portfolio i WOuléQhaMT&t}ﬁwséhteHEﬂﬂﬁJ seti@s 8LEStidnk bs BYwhdl GE SR KO, LGELEASI ng

T
the selectign of a particular stock, or by adding a stoc%‘that 'S not
ot herw se | METAREPISAS HRATpORttoNs ARG cerriekt septivef spithay, fohexapeple,amt age to be

al l ocat ed tig,dfdtis SHO&Ksell individual securities simply by highlighting those securities in
the list and clicking a command something like “sell at next portfolio adjustment.”
20 The transaction is then added to the portfolio as an adjustment and executed at the
next transaction window. If the investor wished to sell immediately, the investor
would highlight the securities and click “sell immediately” (for which it is
contemplated that an extra charge would be levied). In either case a confirmation

window either pops-up confirming the investor’s choice at that time, or the
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confirmation is deferred to the end (at the investor’s option) when the investor
confirms all requested actions.

The computer-based system of the present invention also provides tax
preparation as it relates to transactions occurring through the invention. Specifically,
as 1s necessary to provide the gain and loss information as described above, the
30 computer-based system of the present invention tracks the tax basis information
(including acquisition date) of securities purchased through the system and the sales

price for such securities as well as any costs involved in maintaining the portfolio.



The investor is also provided the opportunity to specify whether some or
all  stocks should not be purchased if the price noves materially beyond

the currept 2o facice at the time of execution (if the systppyRRey@bfy 1S
not execu?vlgon ?#é order imrediately and assumi ng the price novenent risk

as a pre-aggregator) . Program flow thgn proceeds to screen 8 (29). Screen
8 (29) provides the investor with final confirmation of the portfolio, and

solicits frQondeheertlyymisspiterh @RecuiiRp fHe dothpeeriba¥RISy §6midt thdYrSsappr tf ol i 0. The
30 investor, ent _2rs I?%:at ﬁlf or mat i o% as a%olrl ar gs'rmunt. I?Jeﬁcause t he precise

prices at WNFRIPIHRVIdprinresiess stibakeomplee Howhbagahic Fase t040i $dhedgit Dhe known

until the t} e (if, the s em.operator Is not executing the
order i rmed%ﬂit?reﬁ?{/tesatﬁg;a%\%%gglfsglgég%syﬁﬁﬁfg?‘gk(“)@e(ﬁlf% coyld then hersupplameatgsy i ce
moverent | wkhasy ethey pRQrAGAIRNI theliftesit fiThatd. SHARAT. GE sl particular
stock to _be allocated to a particular portfolio needs t e somewhat

appr oxi mat eSA BOVSisHRrRIeStgN §pertingof gais §cl}1&dnletl_b t)tplaénfbgeﬂ]nd torpopixlfat he

. Wt : h Qr | i cations an e specific
seouri t1 es s PRBsON ERAagh BRI NS Collir Brartidr. ThSehumopgnagedf aci 11ty
on the i nvesdporting eaatipddreinvedist tmg@thetspﬁaﬁf»ﬁﬁ{aer%hv&e@vélQ?id%‘%{»‘en?ﬁ%frOfSt0“30'

there as well, or stored just in one |ocation. precise nu .
shares to be purléREdavesiosdadpelected imdfareent(38) anvvies sevicar schdet er ni ned at

i ] b the.then cyrrent prices for the
Sl ocke as (BRI ARSE e B SslF i Al aco i Einve Rt Biewims
portfolilo igublibeffedsibsupdnlya Rellink Speid¥c lef'tges?éx?sﬁcferef#tf?é %&%ﬁgs [Lhe next

time the investor |ogs onto the system FIG picts on p_oss’iqbl e flow
chart of tHaYEeskelling othavisemothat woedfbeofferqiriededingdot exanipde iotwest or i n

ection g the.investor. enpl oying other features of the system 15
ggpgens 1, fﬁfaéﬂél %Fv(lgefgfm SYnsts C)eoéfgmfrﬁ’ S RE ‘éreﬂfPFF@“?? b¥xcept that a
Menu i s prepplidadit law, SQUM-AfantAEsdrM¥ESIRR ad BEks 3P sd e PELIHLS hi mto skip
directly to alternate screens w thout having to sequence tlirough Screens 2

(320) e BHY%WFS, y rftlm iném(w?yid}ge,d tﬁ h’? ﬁagtqm: ﬁ;bm ird;xg?t‘:t f)\?ﬁ?acﬁ d(jj??gz:t ?;eaccess
T or der 1 oeaed LOBPRRG fot RRRY BT el e B e Gomrerctiogs eftem Al ter
screens 2 E3&ati3&Cof,sufh eghgeiidsl &, iHeaAvRIR GRS an§ 0P Bdséother

services through this Screen 5 (34).

If the investor permits, the system can also rely on the information provided
by the investor to present the investor with other possibilities of interest, along the
20 lines described above, in a more proactive manner. For example, if the investor is an

accredited investor and specifies an interest in private placements involving Internet-

based publishing companies, the system will specifically alert the investor, when she

next logs-on, to the existence of such an offering, and provide a means for the

investor to obtain the necessary information to participate.
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The investor is in a position to move between the operational screens, and
engage in a variety of activities as mentioned. Program flow then proceeds to screen
6 (35).

Screen 6 (35) lists the actions the investor determined to take in Screen 5
(34), to the extent the actions require a transaction of some sort, and then seeks
30 confirmation of those actions. If the investor wishes to modify any actions he is

returned to Screen 5 (34) for adjustments. After confirmation, any transactions are
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tradi ng at dﬁﬁamﬁaﬂﬂg Amrtelsda@erd m&Hththx\ﬁem@aANﬁs}&B@o bilyORSHEshated of Ne st ock when
each transaction Vi e separ at el In that i nstance the 15 system

woul d di spl 5§uTH & i‘ﬂ"&é‘lﬁ’ s"‘”ﬁﬁ’?ﬁ ‘ﬁ@elbégﬁhaémfsg@lrﬁxfxah@ InysgtersC withes i nvest or
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to do next. These Optl ons are sha pt1ons™ an ive so that,
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h|gh||ght|n those ecurities in_the list and clicking a connand sonet hi ng
like "sel| ! e'W@Rt PEHTBIUlS é}éﬁt 689 phasgs of security A need to be purchased by the

system of the present invention, which can be implemented with a single transaction.
Also shown in FIG 12, Investor A wishes to buy 200 shares of security B,

20 Investor B wishes to sell 50 shares of security B, and Investor C wishes to sell 150
shares of security B, giving a total of 200 shares of security B to be purchased and
200 shares of security B to be sold through the system of the present invention. The
net result is that 0 shares of security B need to be purchaséd or sold by the system of
the present invention.

25 As further indicated in FIG 11, Investor A wishes to buy 100 shares of
security C, Investor B wishes to sell 100 shares of security C, and Investor C wishes
to sell 50 shares of security C, giving a total of 100 shares of security C to be
purchased and 150 shares of security C to be sold through the system of the present
invention. The net result is that 50 shares of security C need to be sold by the

30  system of the present invention, again only one trade needs to be executed externally

to the system.
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woul d ent er any ?f ttgcbsle ot her services through this Screen 5 (3

of over 1n savings!

The computer-based system of the present invention, therefore, is
advantageous with or without netting. As a further illustration, increasing the

20 number of investors in the above example to 100,000 would increase the number of
trades under ordinary brokerage to half-a-million. Employing the computer-based
system of the present invention, the theoretical maximum number of trades remains
at 1500 (or 750 with netting). According to the computer-based system of the

present invention, therefore, increasing the number of investors, or the number of

o
wn

transactions they wish to engage in, simply increases the likelihood that the actual
number of trades the system needs to execute will more frequently approach the
applicable theoretical maximum. Costs therefore can be maintained at a low level in
part because so few actual trades need to be executed, even assuming every trade is

sent to a third party for execution.



investor permts, the systemcan also rely on the information
Ip]; ot/ihged by thepi nvestor to p%lesent the investor with other possibilities
of interegl; oakaqg the 20 lines described above, in a norgcpiReHdsoNr
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i mpl ement

of trades tlahtyHdg I e thAXt 8l 1gey tO the systemto inp
portfolio atg'?utsyt netr%?lg@?sye%g‘gucegn ﬁéa%&r}% cally. As indicated in FIG 11,

A W shehs the imgytol B0reabaroe seatases treulative percdnfe S Gl sBak shes to
Wiy iy and I nyestor C w shﬁe&s 1?%?0 buy 150 shares of

. f rit . ) i .
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50 shares aqh tmrﬂaﬁﬁnd\rét&n%?ﬁgitgez Bgﬁﬁﬁg%{hﬁﬁ Béﬁ%e?sn% ]%,/3%1% resen

invention. The net result is shares of “securi b to be
pur chased Byovimgup or down. In this example, the strips 53a, 54a along which the pointers

51a, 52a, respectively, move would be color-coded (much like a litmus testing strip).
The color-coding will be used in connection with the presentation of the individual
stocks in the portfolio as shown in Screen B. The pointers S1a, 52a could be a dial,

20  or any other device for showing one value relative to another, and could be used with
or without the color-coding.

Screen B shows a detail of Screen A with the stocks specified and their
relative contributions to the portfolio and their respective risks 55b and differential
returns 56b. An investor will instantly be able to determine which stocks are

25  contributing higher levels of risks and presumably higher levels of returns to the
portfolio and, if desired, adjust them to modify the risk/return levels in the portfolio
(but see below). Obviously, a number of combinations will not be available as
limited by the specific stocks selected. In that Instance, the system generates a
statement that the combination requested is not possible and suggests alternatives

30 such as other securities (e.g., money market funds or preferred stocks or AAA-rated
short-term notes, which in a real portfolio would be added to the mix in Screen Aor

B) that could lower overall risk and returns or leveraging (which would be shown as



system of the present invention, which can be inplemented with a single
transaction. Also shown in FIG 12, Investor A w shes to buy 200 shares of
security Ogggﬁésnvest or B wishes to sell 50 shares of secygithseBosoasnd

| nvest or wi'shes to sell 150 shares of security B, giving a total of 200
shares of security B to be purchased and7 200 shares of security B to be
sold through the systemof the present invention. The net result is that O
shares of sexbariingpeasingabeiriskoofishe portfolias thdt cyuld picckakeyittondiffyattarockf  t he
present inv | Qe 2 further, indjcated.in FIG 11, Investor A wi shes to
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nurmber o0 t eatherE (Mdwrh qomkt alsapris dorporateddeyuriiaw some other seotinttwhean exchange
or third par rket ker or..be ecuted hy the braqoker as, deal er would
be 50 000" B &k B e iR and T Soti] Gl Cxqruamas e e B of
trades the $ysh@mMOThiE ihPe@dedyeahicnRANE it 9 ndforSt 1500 (two
trades - a buy and a sell B in each1 s?ock) lasgl}f%) ng %ggé%nagﬁft’ltji %’gsgg}&lbuys

agai nst sel that italgwy Bryegtorseo edindethein perifitiios todds)red fisit henen tlarmetridtiog of
buys agai ns 4.8, either a single buy or a single sell depending on
whet her theE_y? %%Jatt arclihur?ﬁgg ﬂ}_?fnsgﬁiﬁfié tuB’e‘?‘H’é‘eﬁd\%gfﬁl ORI dad heviee thét al  nunber
of sharess beystgn s@bshati€dlly\deGemURr \$hat chéhgtehﬁ V\feﬁéh?iho 688€ seddffieS ONPUL er - based
system of the present invention 15 saves the cost3 associ ated with 48, 500

trades, andCQRPEHRE BEPorithlvds accessmey bormpamendatoalsesd deyistiemmattetifteespr esent
Invention sgyes;LAg.&8! SrdasPs Ll Sd Mt D 42, 200 trades - adjust their

entire portfolio to precisely the types of portfolio characteristics desired without

having to know about the various interactions of securities with each other or the

20 portfolio effects of changing one security or another or have any other knowledge!

And as noted above, if the investor wished to make the portfolio similar, or greater

or lesser, in risk levels to some other portfolio, the investor could specify the precise

risk level desired by inputting the desired risk level into the system, through any of

these means.

]
w

Screen B also shows the calculation of the risk (beta) 55b-55h and expected
differential return levels 56b-56h for the stocks that are used to calculate the
portfolio risk levels 53a and the expected differential returns 54a of the portfolio. It
would also be made clear that a principal benefit of the computer-based system of
the present invention and the concept of using a portfolio for investing instead of
30 individual stocks is the notion that the riskiness in any one stock held in a portfolio
may be different from the riskiness of that stock held by itself (thereby generating

some of the benefits that stem from diversification, etc.). Consequently, investors



a ratio of over 30:1 in savings! The conputer-based system of the present
invention, therefore, is advantageous with or without netting. As a

further il] ion, increasing the 20 nunber of investorsd ove
ST leas, ST HaRy

exanpl e t woul d i ncrease the nunber of trades under ordinary
brokerage to half-a-mllion. Enploying $$e conputer-based system of the
present invention, the theoretical maxi mum nunber of trades remains at

1500 (or 75®illb¢ ¢tautiened togpcushmamrddliwrisidretins, aotiadiveduab asedrisiysham of t he
i ncreasing the nunber of investors, or the
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| i kel i hood fihat, idh&t r . stem.needs. to execute
will nore frequoent’ I yﬂ%ﬁ)%oé% %@B cg%)rs{:tfggﬁéﬁét? etg)ér(:e TeAre AERIMIm  Cost s
t her ef ore c@nhafRanimBoreen Aag @tdoavnl (ovtheeiatd of Ndiap@k thekRt o8 6@af ew act ual
trades nse .to he executed, even assum ng every trade is sent to a third

party fo BRETYRSFIB 1S 33PReETd0 pavingsoaynerign and welestangtheeffectsser

I nterface ' td Lficat:l vest o rtfolio FIG 13

dopi ct o certa s Rty ik SR laCod S TSR TR BBy eer g
various st eipgestars,tftveexampie 8an biveaheiapomiplio adjme@t hyioRttidalBobyt Adglhe ST een A
shows one form of a.general presentation of the risk 55a and 5 ‘expected

di fferenti aPSFfH Fay o584 e OIARYSERES: PYbER theIinEsBY adjusts hepaintersks. The
benefits ofgigi¥etsibki cation can be obtained by using a nunber of securities
inthe portfolio, with the nunber usually being in excess of twenty. In
actual dPer at i orThetshales, etdrearnalhbeidjodted RaHAKe! the Srekéhtitif dasiet foQlel fyywoul d
general ly bg_at Iea%t.twenty or nore since, as noted, part of the purpose
of the i nvéﬁﬁ?rSW ROEUQHPsa| | ow the benefits of 10 diversification to be

e %, 1 AP SO g o YR B
twenty and tgérdi&P 5§0 vbHUD dwhizhimbiee oalthe/cdibdaed lidsusttbe ekaMgies 93c, fincr eases
or decreases the relative percentage of the stocks (six shown in this
exanpl e) i RERTRETSore Phibe doteheales %tgfr perafolio candritssiperantiad retdimusitiment 15 in
T e DT R
t he poi nt ettle remaining stocks is represented in a similar manner. In this example, the stocks
are listed in alphabetical order, however, they could be ordered in a different manner
depending on an investor preference selection. For example, the investor could
adjust the ordering to depict the stocks in order of total value of the portfolio, from
20 low to high risk or vice versa, etc.
In any of these instances, the securities that can be viewed as an integrated,
single portfolio for the investor can be any securities, including funds or other
investments, the investor inputs into the system. Consequently, if the investor has a
variety of accounts that must be maintained as legally disparate and separate
25 accounts, then the investor can still view each of them together as a single integrated
account for purposes of analysis and trade execution by having the system include
whatever accounts and the securities or other investments contained therein as a
single account that the investor desires (likewise, the investor can exclude any
securities or other investments he wishes from being included in an account for
30 purposes of analysis or trade execution). In this manner, the investor is provided the

benefit of being able to integrate easily all his holdings and understand and manage

all his accounts even though they must be maintained in légally separate accounts.



51 a, 52a, respectively, nove would be col or-coded (nuch like a litnus
testing strip). The color-coding will be used in connection with the

pr esent at he individual stocks in the portfolio aspyghR¥o/bdd §creen
B. The pohﬁ?%$&6 1 a, 52a could be a dial, 20 or any other evi ce or
showi ng one value relative to another, ad could be used with or w thout
the color-coding. Screen B shows a detall of Screen A with the stocks
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| evel s of rigks Y retur he portfolio
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available_as |imted bé’ the specific stocks selected. In that I'nstance,
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possi bl e andnsegasso ot her securit , nhoney
mar ket funds or ~pr ef er ch@ﬁé%g%h%%@ laefgﬁot 551‘8??5[’?’8?%“’%{%@ OWRfch in a
real portf oltb bewomiped h:geﬁrxddﬁ:dph@otd%&;fﬁbtmgd%a%ﬂ @Eor?foﬁé A@)lotteﬁ%lsco‘“ d

| oner overal l rlsgtéand returns, or | everaging woul d shown as WO

99/ 46658 PCFFRISH8 SBieéeﬂtser%ﬂBaFOIrlﬁerse@gmagi éOhelmllasknaiYses fegagdarg f ol i 0)

that could i er i.fferent
charact er i sto:ﬂcgsrg@ezlggggrrgrﬁgn%}n&s\f}\\ha pr e er ?‘}8’%55 at"ﬁrégr‘wa%*t Badad earlier

i nput t ed1® ntpoimandy, systad fundal t er nat i vel y and inportantly, the investor
coul d adj ust thego?%gters 51 a, 52a in Screen A up or down (or the hand
of a dial, or th 88 tocd el %H“’é‘alnir?lr*a@gllag@mvesormpr,raoenoo V\)lthahd the system

|1 recalc f ortfolio' s stocks.. The investor
Vn\iay be r equﬁ%(&:lﬁtlgﬁgnj&ﬁgsqmﬁgatéegv)érrhgl sygtﬁﬁnfgwnﬁfea ’éaé‘(':rﬁf lapguage jmerface

portfolio |ri5bramerpo$subleemmwmvunthf\krhnﬂhﬁs’iaw-ﬁtv@abé ?ﬁaﬂm@éxd egﬁérft e Sponsor
itself or by the investor on b of anot her

enpl oyer, or ggvestﬁﬁ
over which f’H’&S‘Ph% {9 1n Waltemagvg %ﬁetsywém@matc@mnﬂ tbd pmsdne a corporate

account O SRARBHGL LAElers are se one, entjty and
t he act ual tradtllnglagllrier )%gs%rt@ Iegl\#agl é%stoﬁa"é‘ﬁﬁe haﬁé‘é@e 159 68}?8 eﬂéygdulep}{p%

i npor t ant  dimerficingitotler ihaestori SP@ Th¢ Bive AGVGARLAUR saéctrdﬂecﬁéfﬁtxﬁ rﬁhfu?ar that it
allows investors to ortfolios to desired risk - return
char act eri si3P8%8eHIA %Hygre@rpy 5§ gpﬁeplﬁgi Yip & spéesk peavdssoed it whisbi nters or di al
or colors apdofiaydsige {dken word and provides that translation to the natural language
interface 151.
20 After interpretation of the investor’s input, the natural language interface 151
provides portfolio and/or securities characteristics 154 to the system. These
portfolio and/or securities characteristics are the translation of the investor’s desires
for a portfolio and/or security into technical terms used more commonly by the
investment community to describe portfolios and/or securities.
25 An alternative input to the system is via a series of canned queries 155 that
are displayed on an investor’s screen. An example of a canned query might be “I
want to invest in stocks that give me a portfolio like the market” or <] want to invest
in stocks that are big companies.” When an investor clicks on this choice, a series of
portfolio and/or securities characteristics 154 are automatically generated for
30 subsequent use by the system of the present invention.
If the investor has specified portfolio characteristics, the flow would proceed

to the stock selection mechanism 157 to access information in a securities database
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stock risk/return. Again, then, there is a great advantage to investors as

described above {7 BH$ f5ehinga relpiely ensehistcatediaivestottah enghodediak fsr
I StLGS: vin ointe 5 52a in Screen A_ up or
Gonn (o t nerrsietRio 0 TR BB Vet Blust AT afie Rophitbavgmat Be | p.

etc.)), as oppasesvendomavi ng to consider and understand the effects on the

i i.fyi i ndi vi iti . han expert
ortfolio frommpdifying individual stock positions. Thqs l ess the
!Onvest ors, for eX&ffsieg toddl Wa‘b@%ﬁ?éptofpadﬁmbo%row Hd’p&lﬂig\?ﬁsf&iﬁrpt hmfeln\sg!s![ gr by
havi ng t - We| .add cash, or |everage, en e
adj ustg'.J s ﬁep%ﬁ%meéﬁoﬁ‘ﬁfsg%l%% lgﬁﬁsﬁofg!%mféra?h’é ”éfg’gf‘ {on fsemm eaghyef ag) | fble'
adj ust ed t ophmdey bhiavenes est aThainPAREI i Seri 68 &Qag%g%aftéoegfgt portfolios.

As shown in screen B, Commmn stock in conpany A 57c a risk relative
generalized demographic database 162 which resides within the overall investor
database 163. As mentioned earlier, all of the information in this investor database
is generalized so that the privacy of individual investors is maintained. The main

20 purpose of the investor database 162 is to allow subsequent analysis of investor
trends and behaviors to be made.
In a similar fashion to the collection of demographic information, individual
investor security investments and portfolio characteristics are also collected 164.
The specific securities invested in by and/or portfolio characteristics of a given
25 investor are then sent to, and aggregated by, a generalized securities and portfolio
characteristics data base 165. This database associates the investments made by
particular groups of investors.
When an investor desires to enter an affinity group or to see screens based on
group or investor characteristics or do collaborative investing, the investor accesses,

30 viaaPC or from a server a series of affinity group selection criteria 166. Such

criteria might be profession, annual family earnings, education level, geographic

area, and other demographic characteristics. The criteria selected to create a



to the S& 500 of 0.9 (which is blue on the color coded litnus test

exanpl e) 55c, it represents 5% of the total value of the portfolio, and
its diffet%p;i return with 15 respect to the S&P 500 is k % 56¢,
which is al sé"‘glé%i cted in blue. Each of the remaining stogﬁg%itsgy&(ﬁlos
represented in a simlar manner. In thiglexanple, the stocks are listed in
al phabetical order, however, they could be ordered in a different manner
dependi ng oparinuianaféisity groupefs el esenrdas tHeiRveskR dafl ANl mbsﬁjnﬁweﬁ or
could adjust the ordering to depict the stocks in order of total val ue of
the portfol E@,upﬁgﬁrﬁ?tﬂzﬁwFéw rewiened fromi thk generalizeé derepgraphietistabdsa 18Dy  of
these insta : Ll hat n _be viewed as. an integrated,

singl e port?lgf?sgo%%?d ?ﬁ@qpénéﬁ lg%pgoé}ﬁ@%oﬁﬁflu@é?&ﬁew%gﬂom %e| udi ng funds or
ot her i nvegtneealized sdchrtiesiyREbids détﬂlﬁﬁg&aég_nmsﬁﬂsnﬁa{%the%géaetg%?&tt% y, if

t he invezt O{qahas.a vari ety of accounts that nust be maintained as legally
di sparat @ alf§PEENE ot whatdhé wesin requestesh) a serarritiny @8t arpoctislicsprofile M7ew each

of them t oggtihe i integrated..account for purposes of analysis

and trade exech?@Ealﬁ/ﬁﬁg%%ﬁbp hgﬂ*ssfgf‘gfﬂeis&?ﬂt??g‘@ pr atcewgwn&eeams and the
securities U8 totthenvenoreAleemtielotHeakantlics BRIl 'P673§a[nan iipigb gedccount that
the i nvestor desi reép(l I kewi se, the investor can exc uée any securities or

ot her i nvesFREMSS 3Ad Paftohiedlatabase 168iafghd presentipventioraso thatgpetfotminet 30

pur poses of Iyl cutign)., In this manner, the investor is
provi ded thoe@ﬂgelzgfc ?I% 9%#%%?%&%@ lé]vfﬁoﬁ')srk’to(‘évé’?galfoéfv g SPyptigs Invested Hol di ngs

and undéf sttarttle pardcuntanaf@aity gldup At&aBE EE¥EHTRd EMRAN ah ggg %?:#%@5‘5%’2‘3} f‘[be

mai ntained in legally separate accounts. WO 99/ 466 0 59
Ther ef or e, SYIFMtIRECXEERIEQN qriipgusiam in the éavestor’s pattfohiad 7$ sduia kimiks i n a 401(K),

an | RA and gannSELRa I count . and who has securities for an
account of his ?;Eﬁ’ g@’gﬁé({@gfﬁg%\# glv?/"éﬁswt’iréaylﬁ?f’?f?ﬁdgmééh anxsetrihe athent egr at ed

whol e and maaagdestriber hacinlabakdaldote: b emebi e el bakioflo LERLY | nel uding
to ensure R | evel s of diversification, 5 sector exposure,

roper . :
concentrat i 8% and be putpuicas} A to the iwester showitgehdw thegtoatfolionsl selededt hi s nerel y
by noting ta@t%al?«}(;ﬁé}w}}n%d or the securities or other investnents within
accounts, to be groupe& t oget her for purposes of acting as a single

portfolio. As not e mefics an dapeet caf bd eteNpESRDEL YR BITINAY Al flad! SO be
used for sim.ar analyses regarding other securities for which risk -

return inf FHRYTSHN ighesyeurieats|aad idaneify ths parformia@epof seaniitias,antdwbradlios unds .

invested in by that particular group.
In a similar fashion to the affinity investing in individual securities as part of
20 or separate from a portfolio as described above the present invention allows for
affinity investing with respect to mutual funds or other instruments as well. In this
instance, the investor desires to know what mutual funds a particular group has
invested in as a basis for making future investment Judgments. Again not only can

such affinity group mutual fund investing be determined from the investor database,

25 but the performance of the affinity group’s investment can also be determined.
Additionally, if a group of investors so desire, the investors can all provide
information to the system so that other investors who they permit or who are in their
same group can have access to the overall portfolio of the group as a whole -- either
for monitoring purposes or for analysis or for trade execution. In such instance the
30

system would identify the group as a separate group within the general demographic
database 163, and access to the portfolio and securities maintained by the group or

the leaders of the group (2) would be permitted to members of the group.



Referring to FIG 15, the natural |anguage investor interaction with the
present invention is illustrated. The system conprises a natural | anguage

interface ne possi bl e enbodi nent of which is a softwarR;geseHIEM
residing (v)vrplgg#é%é%i nvestor's PC or in the alternative on the server

associated with the present 15 invention62Q her possible enbodi nents could
be hardware inplenmented nodules for interfacing to the investor's PC. The
i nvestor can i nputssietedctherrwiralsebd preipacieged oasuggtaapigsiios. The keyboard
152 or if desired.via.a s ch processor 153 which recognizes the spoken
word and pr obico@Y YeatoR P‘glﬁg?eé’ttpaﬁg Ogglqsﬁeomle%aﬁoneaﬁgnlsg@e interface 151.
20 After int f : I 'S,k e_natural .| anguage

interface 15?(19%?%‘??15@? lf)%rctra{‘?gle:dgﬁg%fg)rr %Isléﬁc}%?tlto{ ?’Vﬁe]gc%lhg’rc Iééf"élrvleg ts 154 to
the system Jptemeo pporhased basketrud/sequrisies that free@lse RRr8 heipsitisici@igatt he

translatiqQqn pof the investor's desires for_a portfolio and/or security into
t echni cal %t eg?ﬁ%ﬁg%a%ﬁﬁgc@ﬁﬁﬂWfbﬁﬁnfi% Farppe SPQamsteckpmaniatsp beo descri be
portfolios a Lol : [ i t.to the systemis via
a series of g%/nkﬁaeéi)?ggng%gp%gg&gh@?ltﬁg%egpgﬁé%%@ 18‘%38 Sy 1831%%%/38?6 WPscreen.
An exanpl e oftockse@afisted imtheriydexiayhie tegazine. wepatn, porformaasd diti of tRCHSKE hat
give ne a portfol ifq'ligzﬁ the market" or "| want to invest in stocks that
are big conpdifiRestioliqnihat arg pqteriiad cadidatesdRE inypstmgniscan heigersrated sefurtber of
portfolio angfph meskih) €s characteristics 154 are automatically generated
for 30 subsequent use by the system of the present invention. If the

i nvest or 1Aas specit fsieppopanttth abicahshaitikahe cagmbiliis of the pfdsew iNRukian Ry oceed
to the stock sel.ectio 57 to access information in a securities

han
dat abase WO t_éaéifd%%‘g_%k %ﬁ%@ggﬁ%&)é@ begd disswssomhitehsysismpridsesshed bf thanner  of
securities VitdntROLAiASS Qﬁaﬂg%lﬁéﬁ%@% &y t?atd'ez%tﬂ% f/elcfgijlgt\?/ eeﬁ%?%gagﬁ]?% ogafsi e

specified certain securiti haracteristrcs,

of char act erscglt iarsofis@omimceh Tties finubg ptibes, Yondseud ottey Beiomble soRirkRt i ves of
vestor may wish to invest in long term

an individual. F ex le, an i . _

and potenti éﬁapf/q‘éa?‘rﬁibﬁﬁg‘%/?@’?ft Q?Bﬁ‘ﬁgg withdhe presempiriventédrar act eri sti c gener at or
156 can ftkhen generate a series of rules to be used to sel ect stocks. This
rul e based stock selection 157 then accesses information in the securities
dat abase 158\n Emempkrp dusbatimenebediedthm piey-baSanSyieer® ¥t fietPrkshti N a

variety of vi/gxésmiolior exanple, the results can be displayed on

FIG 14 depicts an exemplary embodiment of the overall system according to

the computer-based system of the present invention. Within the computer-based

20 system of the present invention is a server 62, which executes a program B, which
controls the operation of the entire system. While another program may execute on
the investor’s PC 63, program A, the investor’s program can be completely
performed by program B. Alternatively, these two programs A and B can work
together like Pointcast, or other similar programs, which download data to an

25 investor’s terminal and display this data via a graphical investor interface based on
“filter” selections made by the investor. Thus, one possibility for program A is that
it is merely a communication program that enables the investor to establish a link to
the server 62, and set “filters,” which determine what data is sent back and forth to
the investor. In this case, the so-called filters consist of the stocks in the investor’s

30 portfolio and the investor’s risk model, etc. Once established by the investor, the
program B then performs all of the analysis and computation required to advise the

investor as to the levels of risk and differential return inherent in the investor’s



an investor's screen, hard copy output can be provided to the investor, or
an 10 electronic file can be sent to the investor for storage and |ater

access. | i ashion a relatively unsophisticated i nvesteh 38 odfRke
desires fo 55”%“38%% ties known in natural |anguage terns yet sti IP/ use all

of the sophistication of the present imggention. Referring to FIG 16 the
concept of affinity group investing is shown. The 15 present invention

first col | ecoatioliweidtive tolknogn sphdeds. NfHes Efbleatighf MgaENoR Eorfrol BL Wil i ty
of investors. 161. That information is sent to, and aggregated by, a

gener al i zed GERBYSABWRLE. Whichnakes eBZrading end sesyritygmotecidri easiche over al |

i nvestor dat abas : i earli.er, all of t information in
this investor datggérgélvﬁ bgg%%;n%ﬂﬁgrgg?ghg 1P%é§f°rtsi?é°%f‘?1\r}§'&?‘°8f’]“iyh’ﬂi vi dual
i nvestors i sprogriamt A&jthedmoitefMaethe Serpera2as 8ccbsetibg thameshis Aatiahase 162
is to allow ﬁUb echuaggt anal ysis of investor trend5s and behaviors t'o be

made. In sI_ FEPAFnapdRsf S?F_‘f%fiufh@l dhe esaliaprount ofemugnEphion links or mat i on,
i Vi dual L AKRSLO0SERNE b3 V1o BSOS A pertTel o char acterl sti o5 are

al so coll ected 164. Speci f1 ¢ secu a

portfolio chanactarietd the data régapding thedhvdstr 8stddks Mt A oS B offrs and
aggr egat ed bm¥1’ge g}éqeneral i zed securities and portfolio characteristics data
t

base 165. T DYr508 detsapiard & agwiorderi Mbe titalsimsarasingdie sqreertoild ar
groups of i i or,desires ta enter an affinity group or
'B\é%ﬁﬁ@ir?xath\{y]@ﬂ% Waéﬁg%ﬁlsg. one s electropic mayl. “Thus. the

to see screens based on rou i NV TedS Bluch o

col | abor ¥ \iexibilice i éraging the 9Vl RRIc(ARARS Bfthe twithal AroBraflE Rlnd BOM
server a series (Z%H?Jfl nity group selection criteria 166.” Such criteria

m ght be prof essi 1UQTh B InVesien opn aegess g servertitwitiseverdl evslmungadgh aphi ¢

area, and ot; i r ristics, Th riteria selected to

create a V\Dthgg'4%%@3%P%%P{ﬁ9%?%§€e%%ﬁleéiwﬁﬁg?t ?”édﬁ%ﬁ‘tﬁf"?ti iwsipeghoup, is then

presented t mvehter’s nteattBerdat Rhvasder U8B), wiieh affifrafil} YonrREQ YR iﬁb@sépﬂcst eristics

are retri ev?g_{;hggg he general i zed denpgraphi c database 162 and associ at ed
i

with the pa %96‘@(\631 io or securities selected fromthe generalized
securitips/portfqliQg 5. ..Jhis informatjon.is then used to create
_5 (depending on what d@%%@%@éé oarcc?sétﬂ}l]fesse (R TSCtRsifG & diskummasR portfol i o

profile 167comkctdie Tias hisaht advaafabe 6f SetuliyQ Fhat Fih§ cSREE: Lidigsopertfolio
profile Canccgnr})%lc’]tiotr)lein}?e%#t?)} more secure than an 1
open connection over the Internet.
Third, the investor can access the server 62 using an intermediary, which
provides the service to the investor, such as a bank, brokerage, etc. In this case, the
20 investor either accesses the intermediary 65 using a dial-up modem, or via the
Internet 64. Once the investor accesses the intermediary 63, the intermediary 65
then accesses the server 62 using either an Internet connection or a dial-up
connection.
The computer-based system of the present invention also provides for an
25 electronic payment mechanism 66 to enable the investor to make payments or
transfer funds for investment or otherwise on a periodic basis, such as monthly,
biweekly, etc. This would enable an investor to match his investments with his
regular salary. The electronic payment mechanism 66 includes an electronic
withdrawal from the investor’s checking/savings account, a payroll deduction, a

30 credit card transaction, etc.

An electronic connection to a third party trading system 67 is also provided

k)

which enables the program to make the trades electronically. Typically, these



168 to the investor. Alternatively, the securities profile 167 can be input
to the securities and portfolio database 169 of the present invention so

t hat perfor output 170 can be presented to the inves JaTeTn how

t he securﬁ%ﬁ%@aﬁﬁvested in 10 by the particular affinity g%gﬁggactuggly
performed, and can al so be presented tog4d he systemfor execution or
inclusion in the investor's portfolio 171. (In a simlar manner, any other
portfolio tbiatréietradingsismIEHingrRiae babendchbR ol cigheRbude¥® 8 her  means
descri bed herein could al so be run through the securities/portfolio

dat abase 18%tiapent péthsuradas t While not past efitke presens invensdrovhing shown tfbre
portfolio sg s %gﬁ%ﬁd 15 actually perforned.) In this manner an investor
can be quite specific about an affinity group that the investor wi shes to
create and i dent Allyftitge PerhfrhFaA6H 1fiks SRCMdRIEMIXRBWRVokdnflri QFiond NVESt ed
in by that particular group. In a simlar fashion to the affinity 1nvesting
i n i ndi virdudRkssBenge np ifishes dispassiongs neqessagy. Inagditiatghé third paryetdctronico as

descri bed nt..invention all for, affinity_ investing with
respect to ugFggﬁﬁggﬁgF&bnﬁ@?“ﬁﬁg?Pﬂ%%ﬁﬁg“5§y§£?v?Y@ﬁsgﬂ?@““@ﬂgiance,
t he invest opaydeai éleQrdnicaliposy Mhhéﬂais&ksi$MBQ§1ﬁree%{thérgLﬁiﬁamty,%@ rd13S

S S.

invested in as a basis for making future investnent |Judgnmen gal n not

only can sRAW teefngsystymaonldronsisuetia knoma tradiressystany, bechdstier ni ned from t he

i nvestor d ™ t th erformance of the affinit roup's
investnentq%@n gﬁ%o%%gQ%§Y%?ﬁ1%éﬁbmwgﬁﬁﬁﬁVﬁﬂBﬂﬂvF°F¥mﬁnﬁ%ﬁgﬁ”ﬁﬁhqnvestors
so desife, RihencidlvediRdtioncthahde PLRVpERCo! REREIBLIAMHA dilkSssYsiem so that
ot her investors who they permt or who are in their same group can have

access to tlR@WEderal | portfolio of the group as a whole -- either for
nonitoring purposes or for analysis or for trade execution. In such
i nstance the 30 systemwould identify the group as a separate group within

t he gener alOpeamtigh %Dmﬁoﬂgh&bﬁ%eégﬁsteﬁwtﬁ@P?é%nttlleE oportfolio and
securities maintained by the group or the |eaders of the group (2) would

be pernitted to MéfoEPycbattaygeml thandegot HEEHHIACTALSIA0DAMMe 52 As
noLed, el aboP B AASKARRY ShstideR e PO TR S e

pr esent 1 nvention w eep ftrac ( €
Washi ngt onileallopisdkgeses) vith elipsRlagy@shct ol Adhtd, Waﬂ§§@£ndvm9diﬁa§c3 B be given
e sa

the option tgQ purchase a basket of securities that are t as the
expert’ s pip@ggohtoﬁg@t reflects the investor’s own preferences. It allows the investor to ensure
that his portfolio is diversified and that it reflects the level of risk he wishes to
assume. The computer-based system of the present invention also increases the
20 investor’s control over matters like what stocks he owns, the taxes he pays, and how
his shares will be voted. And it permits him to purchase and sell whole portfolios
and specific securities, and fractional interests in shares of securities — all for a low

cost that is less than or competitive to trades of single securities through discount

brokers or having an interest in mutual funds.

8]
W

Investors (“Users” in FIG 6) access a server that processes the information
necessary to enable the investor to create or modify a portfolio in accordance with
the computer-based system of the present invention. This access is either through
the Internet, through a dial-up modem connection or through an intermediary such as
a bank or brokerage that is making the invention available to investors.

30 Investors first accessing the system are provided a range of security
measures to accommodate their own computer systems and their own concerns. For

example, secure encrypted access will be supported for those investors who have it



5 have been published. The Dow 500 and the Fortune 500 top stocks may al so
be tracked by the present invention with the opportunity given to invest

in the sage stocks as listed in the index or the magagipRisodsdic.
per for mance %g‘??asson the stocks and portfolios that are potenti al

candi dates for investment can be generag®d to further informthe investor.
10 It is inportant to note that while the capabilities of the present

invention tas partrefdieeit intesher bkovesinlg capabitity.f Diallep AadleRe@ldiisEmsSadlabit he
system and t hod ?]f the present invention is equal Id\;ﬂwel | suited to any
tradeabl e s’g‘gm"ﬁ?y’ Qrastenal 6@ FrdvPe thedterrgs ir dnvgstorsotouldder acesssahe Thus

L . i.able securi.ties an ually be the
subj ect of "Pran noaeh P rE el BRALET R S BRonfia Fobon ment
of the Conputere-inksetheSysintioh pfoceind¥iRsaith as h Bysket 6:ank! G 14 depicts an
exenpl ary enbodi nent _of the overall s‘%stem according to the conputer-based
system o¥ t he prggéit]ﬁ‘“i)%\ﬁé‘l’ﬂq%ﬁlaywp ffed Huoughadislebackas ditl-2p syst em of the

resent in LON , [ xecut a_program B, which
Control s ¢ Reoegrn infhsE YEbs Bt Beich B Rl BhOTR R Brrs i
“execut e on betrhevitlewepissworl 476 168 on pdedgifiastioh withtft hiMBS i ProsidPRRAPr am can be
conpletely rfor ge? by program B. Alternatively, these two prograns A and
y1q

B can work Cogggfé’t“ﬁ Madomafh apedit eard dnfhenativingiol tfac: pmcﬁs_gmgsm:. Whé ch
| oad d . i . erm nal and. di,spl ay this ta via a
BN B gt B T e A S

I nvest ok0 Tinestor omeaqeesshdsite thioubhha dtedGeRPhdhel cllt T8E inviebto éanffﬁfne' y a
comuni cati on program that enabl es the investor to establish a link to the

server 62, SUPRIY Hetprogessingpite withhesiecersamrinformatignehy tdathatons irgeinof thack and

forth to | LS: s 0h o-called fjlters consist of the
stocks in %ﬁgaés%ggPgiswg}%tdgggﬁgg??lbs g%rgki%ﬂté‘ﬁic ?ﬁétéiaﬁimiormag?%“' B8, etc.

Once est abltiesdiedhabhetchelii aaveBifimatibh ehroRgio@FMeR phBRNcRBEEITR n@&cL of the
anal ysis and conputation required to advise the "investor as to the levels

of risk and°WRFHTEYERE [oathe st taain anhiae amtesiontheh as¢srtbe BivostossiWBPBifid6658
PCT/ US98y 0égsggor@%dqgé_tﬁ%?%%n%gggtﬁ tiioygor'gu%uklnoc%@rgfst ndards. This enables

tight configuration c nthe  INVeES PePASHNPTER 2hrhlegs
upgr adi ng ancwgEbaudeteys for aheplinpost @A tBin communication with the site, and the
credit card information never travels on the Internet.
Once the investor accesses the site though whatever means, initial screens
solicit vital information about the investor, such as range of income, other
20 investments, age, financial responsibilities and financial goals and liabilities.
Investors are then provided information that solicits their preferences as to
“risk” and “diversification.” Their responses provide the invention the information it
needs for its algorithms to work properly.
Based on this information, the invention suggests a general investment asset
25 allocation that the investor can modify. Such asset allocation models are relatively
standard and in current use. However, the standard models can be adjusted by the
investor for use in the system to allow the investor to incur additional risk in order to
achieve a higher return. The reason for permitting a higher risk-return level than
normal is because the investor will be provided the opportunity through the

30 invention to fine-tune — and monitor and maintain — the level of risk (based on a

stock’s historical volatility) selected by the investor for the investor’s portfolio.



Alternatively, by placing nore of the investor's programfunctionality in
program A, the anount of tinme the server 62 is accessed by the investor is
m ni mal , h by enabling a cost reduction in the total

comuni capié)oé?/"l%llgsﬁks required at the server 62. In this enggg?}r?g%ﬁah{ he

i nvestor would only access the server 6 receive the data regarding the

i nvestor's stocks and to pass on new orders once the investor determ ned a
new order. The t Ol fihé WRIRATPSEIOD riskaviHee Rl myRUhs whsd Stdthdraty bkn this
case to accessing_one's electronic mail. Thus, there is nmuch 10 flexibility
in creati ngtNE fsel B example, fprarcinvesien atteypting theeleohe muaiah fdobecamss the and B.

In additio % . . G the server 62 via several

communi cat initr)l‘rjlé |dﬁ{§\éﬁ§w%l§? ?rnf%églg%\glé%fﬁumctbﬁt té%ﬁei"scéedﬁﬁﬁesg@?’\‘}é?n%Z via the
| nt er net 64heis risigptoffiée reimaitesibiict ® thoiwensts S§inol Ch DnaMO8hd (588) ,» Whi ch
ul timat egy onnects the investor's PC 63 to the server 62. 15 Second, the

i nvest or > c dAATHRISEYE Of PnsBrRAged qfunde) thy inisisiog has nii asurapreras demhaconnect i on.

This has t ' i 1 . [ | eph
connect on TR aar TS neOBE ok Bt Al TR iR B PR A VB Bre

| nternet. THow mipch bithe fivgisvidirbedid MaRels 3ind R r&BfMR asfgants ithd tifund
i nter medi ar‘%i whi cg, provides the service to the investor, such as a bank,
br oker age, {lnot medifkits sylesamd “rigls” withoytiheisvestordiay ngradsarse ksewledpe

i ntermedi ary 05.1Ysd i al via.the Internet 64, ce the

i nvest or accesses %ﬂ%&ﬂ?’é?%ﬁ%@?é?@&gg&e? %ncfeﬁ?lgg'r?étﬁ? Q‘W%h #H@%ﬁ%cesses
the serV@r iSReldsi cughei drdyesneaiind. C@fsB@RiendPNACHIMANALY iAvedioRinddR theonnect i on.
The conputer-based, system of the present invention also provides for an 25

el ectronic aﬂg?lﬁﬁﬂtns_}@é HeErHnserBBY 126 el fund'y iskagofle, therehpke payments or
o anster gl INESL IOy GOS0 5, PR B, a3y Such o

nmont hly, bi weekly, wou ena hi s

i nvestments wit hGmicsthergegd:rhladssaallazfation-ﬁlé@nﬂlrﬂﬁbxﬁ%d%s[@@&’tﬂﬁﬂ%ref@?&ﬁ@?i sSm 66
includes an electronic wthdrawal fromthe investor's checking/savings

account, a2 INVGEaTErS dked.dhrogeh siptde scresas cibontanyaceferencesebay.  An
i ch enabl e R R e Rt SR P YR R oy i Bty
these WO 99LA6ES8edRiT] VAIRAR BRIl fa€idrs such as price/earnings ratio and growth

trends, and corporate governance factors such as whether the company sells

specified products, or enjoys good labor relations, etc. (Determinations regarding

subjective criteria, such as whether a company has “good” or “bad” governance

20  factors, would generally come from third party sources.)
* Aninvestor could then specify specific stocks that must, or must not, be
included in the portfolio. Consequently, the invention also acts as an ordinary

broker — with a very low cost that would be expected to be materially less than even

deep discount brokers — when immediate execution is nor required or if the system

8]
wn

operator is willing to pre-aggregate certain trades.

» If an investor seeks immediate execution for a selected trade, the invention
will provide it, in the same manner as would any other electronic discount
brokerage, for a fee that would be competitive with or better than that charged by the
reputable discount brokers.

30 * After preferences are entered, the invention will create a diversified

portfolio that expertly matches, to the extent possible, those preferences and the asset

allocation determination — all automatically.



el ectronic trading systens 67 include a connection to a clearinghouse 68
for settlenent of the trades. While not part of the present invention,

this is Sgﬁ\c’iﬁ f conpl eteness. Al of these comunicati opgrikstissorf €
#550n

standard comuni cations 5 links, hence no further discussion is
necessary. In addition, the third partyéel ectronic paynment system
connection consists of one of the many known ways of making this paynent

el ectronical ly, sdfte foufolieis adéepeibis ¥ inbéstdramlliched 1l doNgf am&itddad by, the
system coul d consi st of a known trading system such

third part traginqg , _

as the Opti NHER thaiseryrdigs welipe Brrchasad fortheithivegjorsar shesinvérhiah ' soruni cat es
using the &0,Fin I; Af ormati on eXchange (FI X) protocol, hence no

addi ti onal d?sgusf}?g%ﬂ?%‘k’ Tequired. Operation of the Conputer-based System

of the Present |nFentlcinvetionaemout, 2bsibanetherept B &f thbiRvakESER | nvention
is desig rovide a 15 nmechanismfor a whol e new financial investing

ed to ¢ :
systemt Eat p‘(‘fﬁ?&éﬁ’@‘i’ nogd vhedn pastiplies of speurisies one fiequers basis, Twi t h expert
assi st ance, . modify,a.conplex portfolio that reflects
The | moaar oaeOmBliaPlss, LIRARHE ARG d1b® iR Ror das BRentPaERERES ( hat i o

portfolio itedideessitéroy dedntdeirs ifilizigf HRGh®tiBE. THYSldeQlard igke i Shes
to assune. Th? cgrrputer-based system of the present inventiom also
i ncreases tMEI1FGhT RyBescHT altempting &1 mateh onerinviestoE s bidepagairat adtirks he owns,

the taxes h , d i hares w1l be voted. And it permits himto
pur chase aﬁgvgﬁfﬁs c{/{géc}l’ %&gﬁlf?@ggfh%sn%ngbﬁﬁ\gtfé‘&?friaﬁsaﬁ%‘&‘ﬁrrf"!‘i@g,to fid fractional

i nterestl§ iexeshed bgthefsyseauht nember 68 dggf ,5ti&15|»ﬂ1’}’deﬁﬁ1%t dhebuhBel §SS than
or conpetitive to trades of single securities throug (ﬁscount brokers or

havi ng an i'RY&I®S 0! tha Syairadheir usags ang sthenfaetro bst i tslisierestly ¢ontdthfla®) access
a server t t i 4 i on_necessary to enable the investor
to create grﬁ&tﬁ.g%éi?gg,%gﬁ;ogra{é?{) ?%&%gg@égfﬁgﬁ@g‘%e? ¢ Pr&elds fostde thasased
system of trheeiyedes et momite) ahdthosd Rcivad FEHS aftSmbbd, Rt dEQyighs the

I nt er net, tg‘lrﬁough % di al -up nodem connection or through an internediary
such as a “hHSAKY 8F the makkst ggen. idtday endrakiha gnarkes close.elfdemandawairhmbl € t o

investors. 230 olHaY st | sjing the system are_proyided a range of
security measures £0 @g&%ﬁﬁgg@?%g?hfg#agms 8%%&[28&’% §?‘§‘¥r§‘ ARY their own
concerns. Fares -ealnpd i@, the eednig EHHoy ﬂk@de@?&ﬁﬁ% ¥hel dayDig HRAPRAThGHeS OF those
i nvestors 0 hﬂ"’ﬁ it WD 99/46658 PCTI US99 05016
om which prices can be derived or if there is a market maker willing to make a
market at that time and if it appears that effecting a transaction at such time would be
consistent with the interests of investors. Similarly, the system operator (a bank or a
20 broker, for example), could “pre-aggregate” some orders by executing against itself
as principal and then hold the orders until a transaction window or until a certain
amount was reached, etc. in order to execute the pre-aggregated orders. For

example, the operator could take ten orders from ten customers and pre-aggregate all

of them by executing against itself as those orders are received, and then take the

25 bulk order position that it now owns and execute that as another order. This strategy
means that the operator has to take upon itself market risk, and also has certain other
disadvantages including potentially having to treat each trade as a reportable order
for reporting purposes and other requirements, but it may be viable for certain small
orders.

30 * Shares can be bought in very, small odd lots (one or two shares), and even

in fractions — purchases not possible on a cost-effective basis with ordinary

brokerage.



65 as part of their Internet browsing capability. Dial-up nodemcould al so
be avail able, for those who wish not to rely on the Internet, or investors
coul d al SQARGESS the systemthrough an internediary that pppR36s6sH itS
own security controls and has a secure link to the invention processing
site, such as a broker or bank. 5 In ade8tion, security may be effected
through a dial -back or dial-up nechanism |nvestors accessing the system
over the Internet Albinvedier 4ctioss cdni mumméted,hatmfﬁawﬁé@qn@u%%@mg%ﬁdéﬂnd
| og-on identifi ca}(i on without having to provide any confidentra
i nf or mat i onSac8\YrasK 95 meptirem direet deppsitsrand ivth setestedistochs snlé ssboughsi t . The
site will t : i back.at .a.nunber supplied by the investor,
n&lﬂé t)n Wh%tHeP M’l%gtsgt?lsg' %eir{één ¢

or the 10 investor can acces ¢ rhtF'&;l‘Jgh a direct tel ephone call. The

i nvestor can thenIn subsgduent f8siphs) GRS AV brehh frodify Iﬂistﬂb?tf&ﬁpﬁﬁ'igd’yme

information by touch-tone input of the site assigned password-and the

i nvest or °s WISA$S Hishding togeflest new areferengesr adatto drwitiOadditionahdokidrs e has t he

credit card.j r j t hr direct.tel hone .connection, it need not

be provi degn%%iéahg?gse?l% gmaeg’é?‘ﬁ%ghh& Sf:ﬂgnfeﬁé‘éggd’roffﬂ@n_ uses the

i nvest or - si t e- speTidingesidr canakvhack M GohtBhalydeinl dohfiddioR WifhWther

communi cati.ons. Those passwords and | og- ons wi'll be useless ftor any

pur pose ot HBYESHREHS B§AmNesios atay davenisueh asunds eretherinvestoeentcheddlint othar d

informatio v n_t-he | nternet. ce the i nvestor accesses the
hrhcg\ﬁt}é?sr t& Fe@xe@J ﬁxdomocilpy a wFol% d?tggﬁ???@

site thoug téver means, Pnitia 5ol -t vital information

about the investoThe FvemiaswilBngR thf tak 6P 1nBtREEsid8n A ESLBNt s, age,
financial responsibilities and financial goals and liabilitres. Investors

are then pro¥ahaes. andrwriplsioeks hayagaiss k¢ ivhichthare fosgrsefocareineessoraant 0 " ri sk”
and "diversifi L " [ responses .provi de the inyention the
at o v e hedRuos A bind S BETRTRRBS BiloGir Lo brPTyeasds on thi s

information 1t nee or
i nf or mat i onher¢yemannge tix recguggest s a general investnent asset 25
all ocation that the investor can nodify. Such asset allocation nodels are

relatively stand4PeEoxe bespusaithe dmrestos actusiywewves the irévidoa netaridestindel s can

be adj ugie 1 DV, for use.in.the systemto allow the investor to
i ncur a?di ?II] %Oéff &r?cf’élwﬁaﬁsot(g?%é?n fnéere%d‘i"lfi&lf@? Pepygsiy F‘%&’Gr”& U¥PHO% eason for
perm tting tie ddghgng siosks (oetielegaté SétlotihD aNaccBRIAB wits vBgGRUSE the investor

wi |l be provided the opportunity through the 30 invention to fine-tune -
and noni t ofSEHEHIRE) Apdpel indpvedual goels wienrheswdshidsased on a  stock's

ot ol VOl A el R SALRF B Hind FRESEHE Blvehfn, WiFeroft Srovides
complete “hands on” portfolio management for the investor who wishes it — those
20 who employ discount brokerage, and those who select mutual funds on their own —
and simple, automatic and expert management for an investor who wishes to be

completely “taken care of”.

The strengths and advantages of the invention include relative to mutual

funds:
25 . the selection of individual securities to be included in a portfolio;
. management of and clearly superior tax effects;
. the ability to make specific modifications to the portfolio at least

three times a day, including the ability to buy and sell securities as a block at

the open, mid-day or close instead of just at the next close as is the case with

30 mutual funds;



WD 99/ 46658 PCTI US99/ 05010 66 This fine tuning of portfolio risk will be
far nore than would ordinarily be the case, for exanple, for an investor
attenpti t ect a mutual fund, because the investor p&fAkddgigiot he

i nventi onn&f)sgggg(i%g to ensure that the selected investnents and their risk
profile remain subject to the investor'é control. In a nutual fund (other 5
t han passive or "non-managed"” funds), the investor has no assurance as to
what stocks, amd whathe ivelugiin ofgvarfd dhackeuritdh bt seh@tibAsy et i n the fund in
the future, or how nuch of the fund will be held in cash, and therefore no
assurance that tHECfMINEsTAYQ, BAVIMaRSEiPPlicies, sndisyy er ether fagtosktt switt hout t he

i nvest or havi ng ;g¢uane f . nge. Eyen in passive funds
there is uncertali nty a?r%(f?)l% o%v%?}gegﬁgé”r&%faélgpﬁﬁlgmfﬁ"ai\{gu“ﬁl& d in cash at any

one time. Consequent Ityc abiiliey toekeraise Vol aftVeBér@hareRGIHESanlR@mpoRddi t i onal
to a mutual fund's risk profile, "thereby

risk of the uncertaint a?]

i ncreasing the igr‘?\‘/%@f‘%"rye'rég fseApd|degisions sisueh ashwhnther fie tenderssswrities i ai ni ng any
benefit. Once thggegeral asset allocation determnations and risk-return
preferences are made; investors are asked, through sinple screens, about
any pref erences °t hey th&atikityao gyl delogivlpritvestiidaoffivigbgle securities are
| isted, capitalization, and husiness sector; various financial factors
such as price/ edr ni nd% 30akitydo HRertupedigktietum prsfisencanvith sompleat eongrover nance
factors such as  phelheti . ells ..specified products, or enjoys
good | abor rel ati onsl?‘ﬁévt‘g&g('&%??nxﬁ%tP}Oéﬁf%“%%&a%‘?tﬁed tﬁ)‘gﬁb‘j‘@i’? PBAEFi teria,
such asl@het her iminvestmanystfaggy;' good” or "bad" governance 20 factors, would
generally cone fromthird, party ,sou.rces.zs An investor could then specify
specific stocks t hat bty & meddy righlevelsand portfolide withfewérepopontiaf ol i o.
Consequent |y, thgd OHMERELRD @elng&. acts as an ordinary broker - with a very
| ow cost that would be expe%te fo be materially |l ess than even deep

di scount brokers - wttembilipredviatvaneliglihieinédis Mote &8Whd gflyor if the
system 25 operator is willing to pre-aggregate certain trades. |If an

i nvest or seeks HFREYFhPtiolednd Mmsnagei aasushl angt ed trade, the invention
wll prgvide it, in qutﬂgg r uld any other electronic discount
brokeralge, for a fee{}{g%g?%u gcé’%%ﬁ’é\?‘irti ve with or better than that
charged by the Theputrahdtes didsdountgdsreligiso BRoudftrsiteriesfRIgRCcCES are

entered, the invention wl] create a diversified
. Inexpensive and cost-effective manner of creating a diversified
portfolio;
. ability to acquire small odd lots and fractional shares in multiple
20 securities at reasonable costs;
. far less cost in purchasing and selling individual securities (assuming
immediate execution is not required) — as compared even to the deepest

discount brokers;

. ability to establish portfolio wide limitations and parameters such as
25 required diversification of a portfolio and maximum risk levels;

. monitoring of portfolio based-tax effects;

. assistance in defining diversification and selection of stocks that

satisfy diversification goals;

. assistance in defining other factors and investor preferences and
30 selection of stocks that satisfy those other preferences and goals; and

. a likelihood of obtaining better execution than can be obtained

through discount brokers due to matching of trades.



portfolio that expertly matches, to the extent possible, those preferences
and the asset allocation determnation - all automatically. WO 99/46658
PCTI US99/ 7 1f the portfolio is acceptable, the inypeghRboidohd enter
t he dol | a?”%ggr?gﬁ?l to be invested and the securities wll Ee pur chased for
the investor at the invention's next "U@ansaction w ndow'. For the
i nvention to work, costs nust be kept low so that investors can 5 purchase
and nodi fy whol e Qerkémplanserifodiment dfithesre@ht MvERRFUS R RAS] Sif. TO
acconplish this, under one enbodi ment of the invention, the invention
aggr egat es MARRESG AV LR agsnustse Byplaging cermireresictionstdnl the riskgletvbls ahdaent i on.
The orders aLifinfB9h . . urpose of atte ing to,match one
lﬁe &ggér%q' as&ﬁ?}llafbﬂ ftlets t-&%e )g}eorg czglr %Fa,te mnpaﬁl%mg_%é e the

investor's order agal nst another 1nves

nunber of ad0lL(a). Kararaaple] ananplogHimAowirn 1 gerklt i@@ﬁﬂbﬁé@s@m&ﬁ&e%ﬂétem The
ations w |l depend on the nunmber of " investors of the

nunber of. aggre

system éheg\%“ Gg%Pg‘étSaWHh@{th’é%“rﬁ’%ﬂ:‘f%FSstP thaemplpyérs Souencenitd glawsnt enpl at ed

t hat d i t,hose recei ved when the market is
o o e AR OB S B MEE LERSLS R . P

cl osed, those recéive e nor ni ng,

af t ernoon, sstttbasadafae)fot érmbingtHeastad tta stemnmg&%ccemrlaumoﬂggé& and at
t he nmar ket | f demand warrants, 15 and other factors ke 1t

| ose
per mi ssi bl e{flele{mé’?'@ﬁbtd?e(ﬂ?ﬁo%%uw&u@l haye pertai fastricéidnsplacedhertherhisoetmt an such as
in the eveni S . ring. the day, if. there is a market
n‘lrﬂﬁg 89& At “f‘veggw&t%ya%ﬁ“ et %“gggfﬁ‘:MPM@F CRRA¥I3 ng to

fromwhich prices can be derived or

make a lfmrpcetfolid with@ktrérmel® hackiskflevdls. amBoRItarh AL beld G4 HRvént ransaction
at such tinme would be consistent with the interests of investors.

Similarly, PRSP dRieiantatiolatethesshake parametes, mdgkform thonseexftipl €), coul d

"pre-aggregaisn fgrqm;_&r 3 by executing against itself as principal and
then hold the orders Uﬁg‘lﬁ[ a transaction window or until a certain anobunt

was reached, et cAndtierexeiaplahoeb@iitiest dfBe Pe@mpaSERSH 8%oQls08) Sy FOT
exanpl e, the.o.pe%at or could take ten orders fromten custoners and
I

pr e- aggr egdtSURE Proksrage RIRPHY BXRETNithYs myastorstcustbmersito aratehosetiolider s ar e
recei vegs apd | k_@rder. position that it now owns and
execut et hat gicplg’ﬁ%%'ﬂdé)r%’ %I{agéar%jg t%ipgns({hroa\‘tl% %r%éar% COmRANY: h(g“"(‘}ﬁg? ator has
to take upguortfdlimsiéacheickentril ®knpuddtdthal 8@ Ha&n@nnahid 1RLiPEnsidlegadvant ages

i ncl udi ng potentS%aL] y having to treat each trade as a reportable order for
reporting PEApoESNSTAIG e arewiFiabResstbdlitidsy Onetthertrgddseanbabl e for certain

smal | aggregated, and netted against one another. leaving only a small number of shares 1o
either be purchased or sold for each asset/liability. In this case, the brokerage
20 company can undertake the risk that the stock will go up or down and simply
reallocate the ownership of the stocks within the company and then at the end of the
day (or several times throughout the day) execute a trade to remove any risk. Two,
the trades can be continuously executed as they arrive, thereby reducing any risk. In

this case, the investors are still investing portfolio’s, but the company is handling the

25 underlying transactions to implement the desired portfolios. Third, the trades can
simply be aggregated until reaching a certain size (either in dollars or numbers of
share), at which point they are executed.

Other Applications
30 The computer-based system of the present invention can be used by ordinary

investors to manage other “things” such as options and commodities trading, bonds,

foreign equities, or used for investment banking for the trading of, for example,



orders. 30 Shares can be bought in very, snmall odd !gfs (one or two
shares), and even in fractions - purchases not possible on a
cost-effectjyepasis with ordinary brokerage. WO 99/ 46658 pREA/sbiid 5010
68 Al iMvestor actions can be automated, with specified anmounts being
added each week or nonth fromdirect dgposits and with selected stocks
sol d or bought depending on whether they satisfy certain criteria. 1In

subsequent dabamtioes  Thekemipaieshad s9aBmBItE predthbinRiitldnUah Be A4 tgﬁY. he 5
wi shes, including to reflect new preferences, add to it with additional

dol lars i n¢ARlisha syern &g ereato gad oranagd a prrtfohie of euasicts esiabilitieser por t ol | 0.
The i nvesto t he rt.foli o ana ed in connection with, other
i n\?elst ment sé%xﬁgg?tﬁ}\?ég?%&tﬁﬁtyc ggg{ad?ﬁ@ﬂgg?"f‘{%&m’tﬁ’s Hgﬁ'@t”eﬁ nvest nents hel d

in other adieersificstior 6r utitieheon GRFbrIBI EohcipdonSdviiEd @b 68uRlho! i 0. 10
The inveption will track the tax "basis" and acquisition date 1 n stock

pur chases, SRAHWHAIRSt Hpancial 2t ﬁqiqxgmahda&\ﬂﬂscﬂhbdd@bevelt theseention ian

i t ocks..to.generate capital. gains or |osses
Fvestor Caknast §8,5SLlhl SOiauheaenet e cop Ll geue of [osses
‘the i nvest oraremts)abhds, SNES linfiRdipadth sy #hteR8E Yt éeﬂmen@échm?%so&”fo' o,

al
instead of just an interest in a fund, the investor has the right to vote
t he under | VAthgWiseodkadditen, dhg @gmt@ntqwldﬁmusn@fdrmom@]mnﬁmi_lx_*ﬁz,1bbnk/ar| ous
instructio ] individual stocks.when he w shes. e
conput er - bgégendS @9@? "E‘%nl lg%er?sr?nseanﬁfrg’sv Sh?ss?tﬁ%lﬁ%l&‘ﬁs tgﬁéf%‘ﬁfffg SUGtBvi des
conpl et &0 " Ipatldgo0fightp (hélh@Ink @lsFADAELABB and Q{r/»&al?&ﬁon\i,{ﬁ&m%qtgbq wi shes it g
those 20 who enpl oy discount brokerage, and those oS ct nut ual funds
on their oW ckimpnterestsudbermtethodandd] ebpaining meafergeces fior fostfolan i nvest or

i : letely Staken care of'. The strengths and advant ages
of “the | nyeneagris BRI, o] GPy R Ras8 prefiriigs Fo SECTboandarcet | on of
i ndi vi dual isesus bé trésated 05 dnAGhidg @fd iian@cBY & QlchAssets SRNRGRIRYs of and

clearly superior tax effects; ' ' .

opposed to as separate assets; 4) aggregating such transactions over an applicable

15 characteristic, such as a time period (for example, every three hours) or a time
certain (for example, at 9:30am, 12:30pm and 4:30pm) or an amount (for example,
having 1,000 transactions, or transactions totaling $5,000, aggregated) or otherwise;
and 5) executing the transactions as aggregated and, if applicable, netted,
transactions can be applied to any of these items.

20 In addition, obtaining investor risk preferences and other information allows
for appropriately focused private placement and other opportunities to be presented
to investors.

Furthermore, the present invention makes possible the diversification for

smaller investors that venture capitalists obtain in private placement investment by

o
wh

investing in multiple private placements. For example, most venture capitalists
invest in multiple private placements, which are normally high risk/rate return
investments. By investing in several, the venture capitalists are able to reduce their
risk because the likelihood increases that one of the private placements will be
successful, thereby offsetting losses in the others.

30 The present invention makes possible this same opportunity, but at a lower
scale, to smaller investors. For example, by enabling private placements to be listed

as any other stock, the system enables the investor to select that private placement



the ability to nake specific nodifications to the portfolio at |least three
tinmes a day, including the ability to buy and sell securities as a bl ock at
t he open,“n%gmﬁa% or close instead of just at the next clo$grafkebgsoifle case
with 30 rnutual Tunds; WO 99/46658 PCT/ US99/ 05010 69 the inclusion of
worl d class securities or selection by 32ctor, pricel/earnings ratio,
governance policies, industry or other factors to suit investors

pr ef er ences fertinvesyn¢rd. Bytselavtaigd sbtrel ofithesd] thalinviestddan spkdag tiabiidkd dcYost O

exerci se voting gg@ ot her shargho der. and corporate g governance rights
and deci si of¥™ O5EFT RYCSHHENRIPCTEDY Tedheiag theervgralknisks in a takeover; the
ability to control selectively reinvestnent of dividends; the ability to
fine-tune risk-return preferences with conplete control over what will be
included in the portfolio and whether there will be a change 10 in
investnent strategy; the ability to nodify risk levels and portfolios with
fewer potential costs or tax consequences; the ability to view nultiple
investnments nore easily as fully integrated portfolio and manage it as
such; and 15 the ability to manage costs better. Those strengths and

advant ages rel ative to di scount brokerages include: i nexpensi ve and
cost-effective manner of creating a diversified portfolio; ability to
acquire small odd lots and fractional shares in multiple 20 securities at
reasonabl e costs; far less cost in purchasing and selling individual
securities (assumng inmmediate execution is not required) - as conpared
even to the deepest discount brokers; ability to establish portfolio w de
limtations and paraneters such as 25 required diversification of a
portfolio and maximumrisk levels; nonitoring of portfolio based-tax
effects;



assistance in defining diversification and sel ection of stocks that

satisfy diversification goals; assistance in defining other factors and

i nvest or e ces and 30 selection of stocks that sati t her
prefer encgrsoi?%%ggoal s; and a likelihood of obtaining bettgragjxsgégﬁst%ll@n t han
can be obtained through discount broké&Bs due to matching of trades. WO
99/ 46658 PCT/ US99/ 05010 70 One exenpl ary enbodi nent of the present

i nventi on MWHAJIISUIAIMERESf - nanaged 401(k) accounts. By placing certain
restrictions on the risk levels and a m ni mrum nunber of

assets/liabilities, the systemcan operate as a sel f-managed 401(k). For
exanpl e, jan enphoye. W=TeiRR it enpl pv.ees to nage their 5 own
accounts,1 Wi t hOlIJ’tAisr(S:%?br/flong C(l)léggﬂ?%srqalt%dréﬁ loggnea‘ri)%gg%or N ert‘%’eesiﬂr%m i's

est abl i sBedy othtreinvestiry toktredte anaraga tisd aade Dpdrifelb af 4edatibmialivs Vigwrmgnt hl y
fee (or §maLI .asEet based.fee) for enabling the user to be a self-nmanaged
account . > BRI Bt ehnarpnicatinn lutks) anpdp eaghaf theplotabitsofindivitiuabarsmdliet ai n
restrictygo C : | e _cannot. invest all of his
account ?n{}gegbgi ‘ﬁ‘gf gm]scthg%E% 8?@%%&% Iog?I{agvg‘gaﬁé’éfr@g%eri’bve&?ﬁLF%HSF‘(‘}Svvi th
extremel § tithhsysiesk tradiugHata rdgaedipg oade3df @ plurbigty 9 hssefd/1{aBilileEMaNtacheXecut i on
of tradeg t&gt Vi Iatfe,the e base paraneters, and informthe user of the
reason fBr i8R PRYALY Of BAVIdysh phErallek dnsptarsdesintsddinrakatin ofdet wecrgatesent

i nventiofn L.g4f LShi ng:.pr [.age, . any t.hat permts its

i nvest or 2/ @Eg%f%%#g%t%héggba?ﬁgﬁgﬁ Bicl)l? %*‘g P?%%ers@3b1§§g§é’éc\c(‘t“f“b%amg’ﬁ&% , and
trade th&tothemtisecdconomtically heviksle kadageic yRMYomGSe:t he portfolios reach
the central conputer, they are broken down into their constituent trades.
At this %oi nt, YRTECEI® several possibilities. One, the trades can be

aggregajgd, and nett o} . Leavi onl smal | nunber of
shares to either be@f)curcﬁasg%n(?%gg?gw%rw 8%’8%“’&@%&?7 Tq\/ao{%f VESOr In this
case, the brokeragealdngomgra@C spvia tieofrst skl dohifurdididion iifgs: St ock wi I
go up obdown and sinply . reallocate the ownership of the stocks within the

conpany'4and then at WAECEWINEIRVEHY Idemaijicaiign iséyrmatipn tinyrstor prefoemdesut  t he
da exgpute a : i Jwo,. th rades, can he
y) £r Anfaga; Qiafaefﬁpr}(%a&né/f thé B{ﬁﬁaélr Bf mdlvdcﬁ.taiﬁ ﬂrgsnéaﬁg?r HVEROT | ' this

continuously executed as they arrive, yre
case, the invest@ss are still investing portfolio's, but the conpany is
handl i ng t he : . s
(i11) creating a portfolio of assets/liabilities for each of the plurality of

16 individual or smaller investors from said trading data;

17 (1v) executing trading of the assets/liabilities in each of the portfolios

18 to create the portfolio or to modify the portfolio of each of the plurality of

19 individual or smaller investors; and

20 b) a storage coupled to the processor and storing the trading data from each of

21 the plurality of individual or smaller investor PC’s.

] 2. The system according to claim 1, wherein said processor further comprises

2 an aggregation routine aggregating otherwise economically unviable buy orders and

(oS}

sell orders for assets/liabilities in the trading data into a single economically viable
buy order and a single economically viable sell order for each asset/liability of the
plurality of assets/liabilities represented in the trading data received from the plurality
of individual or smaller investor PC’s, and said processor further comprising a routine

transmitting the single economically viable buy order and the single economically

N O o

viable sell order to the third party for execution.



25 underlying transactions to inplement the desired portfolios. Third, the
trades can sinply be aggregated until reaching a certain size (either in

doll'ars or n s of share), at which point they are exe r
{9’959%24‘85# e R90/ 6301\

Applicati he conput er-based system of the present invention can be
used by ordinary investors to nmanage oiher "things" such as options and
comodities trading, bonds, foreign equities, or used for investnent
banki ng for the trading of, for exanple, WO 99/46658 PCTI US99/ 05010 71

derivati ves. Th% nmput er - based system of the present invention can be used
to estalish a sﬁ‘ﬁé)ﬁ‘?"ﬂ agqEding tQplgimd nehereia spigimrocsissan fatheangmasssst s or

liabilitie ol i f n_pe tr.ade an rqvi des
benefits 2V\%er§[é\?g§%§|h€§l¥dsn?;& f%:agﬁ ég%%cr H%%? %‘?%8&%??“81’65 ?rflfcgﬁs?e&% oncepts is
an advanBagech(iadividual o saeallehimvBstolsgedbt AlidBAGSN froRANEp@!frods S8 8dch FOr

exanpl e, as%ge_acri bed abgve the invention could be used for any security,
i ncl udi n§ f¥REAYH o5 smallsrdryestor apd rapsamittingr reséng pareantagstallociondd, not es,
limted gagtRehshi fal r&st i lacenent securities or otherw se.
I n addition, tﬁggjf ﬁs%ﬁ{ﬁgﬁﬁc%ﬁvﬁ{d%é%@e SPRY YOG ties, futures, bank

| oan syndi cation interests and novel assets or liabilities that are traded

such as 10 pollytion rights (including global warm ng and air/water
pol | uti o right &) TBf systsha agcarding 1 dlpim 3. ivkarein said pravessee furthér osmpriges

obt ai ni ng : | racteristics of .investors; 2)

enpl oyi ng %gélg&gﬁg er éér)l@élgg% %r{t%é&stgnr% ‘ggﬁgﬁf lgcéf"éi&:’?l orspiallEr PYEHA 1 ansact ed:
3) anal y2i dgemtide b Avdbddial 0safller igfesRS poiH1iBthaA cHREHbAIS B RS opposed to
as separ;te assets; 4) aggregating such transactions over an applicable 15
char act eff i R¥Fentage alRcation o1 investmsat rlasset fathedividua) orsmalier invester hour s) or a

tinme cest -t&n(ifxﬁfb%@ff@%g%oc%or?%&(?%@ 12: 30pm and 4: 30pm) or an anount

(for exanple, aving transactrons, or transactions totaling $5, 000,
aggregated) or otherw se; and 5) executing the transactions as aggregated
and, if applicabl netted, transactions can be applied to any of these
items. Zg | n addi t'iNERYSIEBAEHORTIAG 9 ¢loisr { ofurth¢rglemprieingraerebsesronind ot her

i nformat$ L OWSch [ lLy. focused private placepent and ot her
oppor t uni ?;?h gg-l i 0 be a%%gnsgegr?%@pge?t?ﬁ%(/%%&og?sggr @EF?H@P%B@,tﬁ‘mBa"M esent
inventi oh eledtesiqmysiechl §stehe tdhsisitirig d £gtdseforhRElectronic payment for each

4 of the plurality of individual or smaller investors to the third party payment system,

and receiving, in response to said request, electronic payment data for each of the

5
6 plurality of individual or smaller investors electronically from the third party payment
7

system.

1 6. The system according to claim 5, wherein the electronic payment
2 mechanism includes an accounting process maintaining a plurality of payment

3 accounts, one for each of the plurality of individual or smaller investors.

1 7. The system according to claim 5, wherein the electronic payment
mechanism includes a trading process permitting trading of the assets/liabilities for a

particular individual or smaller investor if the particular individual or smaller

Fo VS N S |

Investor’s payment account contains a predetermined monetary amount.

1 8. The system according to claim 6, wherein the storage is coupled to the

8]

electronic payment mechanism and stores the electronic payment data for each of the



smal l er investors that venture capitalists obtain in private placenent
investnment by 25 investing in nultiple private placenents. For exanpl e,
nost vent yr iLtalists invest in nmultiple private place i are
normal |y ﬁ’f)&%ﬁg&gk/ rate return investnments. By investi ngn?ﬁjr@g?/%drggﬁ? t he
venture capitalists are able to reduce #heir risk because the |ikelihood
i ncreases that one of the private placenents will be successful, thereby
of f set ti Bgindisisesl drsmaher intdserrs, and EheTplarafityesigalmeMeR B fofBlcatuARSSi bl e
this sane oPport.unity, but at a lower scale, to smaller investors. For
exanpl e, 4! BRAAY3 §T ralesirvestoszements to be listed as any other stock,
the system enables the investor to select that private placenment WO

99/ 46658 PCT/ US99/ 05010 72 for investnent. By selecting several of these,

the invedtor ca®. Tpeepterh Aecordial taElRRS 3, fuffAedcoRprisiieaQetdhgest nent's, ther eby
reduci ng_the overall risk. WD 99/46658 PCT/US99/050I0 73 WHAT IS CLAI MED

IS 1 1. 2AcQyaypication linkion third party tredioe systern raawhicl thefproeessaritdastitor

smal [ er kgn j ques s .to create, nmanage.and trade a
portf ol i & o Sl Cecofipfiloafly VoI BUSFELE e SRE2 Fano Ty Sifbe s cat  on
links, onefdreacinefitheplutdity pf ass@biliblilieies tepebisatiteR! thOtra@ifB k@ fronfledcRVESt OT S,
over which each of the plurality of individual or smallér investors

transmt$ OBt glurdiy ey indendyal gamallerdrvesiosyar ding trades of a plurality of
assets/liabilities that each 6 of the plurality of individual or smaller
investors desires to make in order to create, 7 nodify or sell a portfolio

of such plural i1y Dhe §8@piflbidattl toidldiRS2, firtteh BothPEsiROLENVER] ProgBnOt herw se
econom cal ly unvi abl e trades, said systemconprising: 9 a) a processor: 10
(i) conmmun$Eartiaemibe plugalyy @f tdivigualfor smaileriiavesior 8C s saitl imresionvest or 11

personal;c - AV L lurality of comuni cation |inks;
12 (ii) Jrelce?é\é?r%r%lm%\gggtﬁ}grﬁ{?%é%]"{gf?l{s&ﬂef) Vleﬁ?roﬁoﬁé}vlegﬂr, %FWVE@PB? pr ef er ences
13 and t4 aidformadat and inoesteqbfeainctd) rapdmitiald dapd iafeskdrdhathdeaorinasmal | er
investor_ 14 PCs; 15 (iii) creating a portfolio of assets/liabilities for

each of 1 HBVEQNPas ferepcesito teprpersser ehfbgnabling thalindividiahoestmeller ifivesmrsai d
trading @qg%teract with the processor to select a plurality of assets/liabilities to create an

7 individual or smaller investor portfolio commensurate with the percentage allocation
of investment assets, and to have parameters and limitations established as to

8
9 portfolio characteristics that will be permitted for such investor.

1 I1. The system according to claim 10, wherein said investor program further

8]

comprises a graphical user interface displaying a risk and a differential return of the

(VS

entire individual or smaller investor portfolio relative to a standard industry

4 measurement.

1 12. The system according to claim 11, wherein said investor program further

o

comprises a portfolio editor process enabling the individual or smaller investor to

adjust the percentage allocation of investment assets and the individual or smaller

HWw

investor portfolio.

1 13. The system according to claim 11, wherein said investor program further

o

comprises a communication process communicating said investor identification

I

information along with any trades of assets/liabilities to be executed to create or



17 (iv) executing trading of the assets/liabilities in each of the
portfolios 18 to create the portfolio or to nodify the portfolio of each
of the pluralj of 19 individual or smaller investors; a

st orage d@&%?@Q%Fo the processor and storing the trading dggg%S%@%gﬁach of
21 the plurality of individual or small® investor PCs. 1 2. The system
according to claiml1l, wherein said processor further conprises 2 an

aggr egat iomedifyt dnriedigiyneesnaligr RivBReN SErtoNe RO sER! AnYindiPMuaid &y, or ders

and 3 sell _orders for assets/liabilities in the trading data into a single
econoni cal 1§vesiozisiagtual pasifolip matchgman mdividugl er smallenfrivestbt'y desirahl e sel | or der

for each i.abi] i . |urality of sets/|iabilities
repr esent%?%ﬁ?l&{oﬁglﬂ%érféré%leﬁc’g&cé{; %d?realglenig\é ‘f1¥8pﬁ Pﬁ%‘e%ﬁﬂ’ ‘?E}W OiF6 of
i ndi vi dual comnanmdakien linksestor PC s, and said processor further conprising

aroutine 7 transmtting the single economcally viable buy order and the
single economcally 8 viable sell order to the third party for execution.

WD 99/ 46658 PCTILLS 3...The, syst em accordi to claim1,
wher ei n gai d prég'eggérg)% ?ejru’r]g %Ce‘)rZ(ﬁf:l%t ?lfuérégl’ eée‘Piﬂ?ﬁygFWﬁ’g‘t‘?r&ﬁn}pBEﬁ%e
creat i ng 2a spedgeémeHgR [Rbieas Ritdraingfwitinyes ERRL ($H8RIBSinkBior3 ﬁ@ﬁ?n

i ndi vidual or smaller investor based on allocCation nodel I ant rom said
each 4 Pnift Pedipmeesnd upan reauest by edewrindiviiual emmmmllet invester to esubrhit ng:

per cent age; i f . N tnent,,cl.asses to said each individual or
smal | er ?n&@g%tgf%gg% 8‘Ilhee?nsff§/‘g%{§a§noé§r8%uedilﬂvgeSEO(S' claim3, wherein said
processor further conprises 2 an investor interface routine interacting
wi th each individual or smaller investor to 3 determ ne an individual or
smal | er ilnvest of>pdhe $§iemaceReding Oralainpdvdierdin therrectropermmememge al | ocat i on

of invesy : he.individual or smaller investor 5 determ ned
by the ri'gE{‘1 g‘i‘ﬁ%’?f‘?@‘ﬁi ?%ﬁ?sﬁtsa?p iylg?nq?ﬁ%cegvﬁ?cé’fﬂ“&@&F"tﬂ]i“ﬁﬁ‘“gé’eEP%fFm 1,
further 8oppmicsitsioranthethia e peyrderR 8yst@A for BAENaNHS BlUP&IPor fAHREEY to the
processor and coupling to a third party 3 electroni ¢C paynent system
transmtfliﬁ’gsn?ﬁ?“teéﬁ’dé%?r-for an electronic paynent for each 4 of the
plurality of individual or smaller investors to the third party paynent
system 5 and receiving, in response to said request, electronic paynent

data forleach of6.tTie §sehidcabiding wfcidimdisvivdeain @6 pefddit ghyhdnyest or s

el ectronj>cal ly. fromthe third party paynent 7 syStem
2 comprises a monthly payment.

1 17. The system according to claim 1, wherein the trading data includes a

3]

fractional share for at least one of the assets/liabilities desired to be traded by at least

(V8]

one of the individual or smaller investors of the plurality of individual or smaller

4 investors.

1 18. The system according to claim 1, wherein the trading data includes an odd
2 lot of shares for at least one of the assets/liabilities desired to be traded by at least one

3 of the individual or smaller investors of the plurality of individual or smaller

4 investors.

] 19. The system according to claim 2, wherein the trading data includes a

o

small number of shares for at least one of the assets/liabilities desired to be traded by

|3

at least one of the individual or smaller investors of the plurality of individual or

4 smaller investors.



1 6. The systemaccording to claim5, wherein the el ectronic paynent 2
mechani sm i ncl udes an accounting process nmaintaining a plurality of paynent
3 account or each of the plurality of individual or

i nvest or s‘%’blﬂ}gﬁ%e system according to claimb5, wherein tﬁg@lgbedg({splooni C
payment 2 mechani smincludes a tradi ng7process pernmitting trading of the
assets/liabilities for a 3 particular individual or smaller investor if
the particular individual or snmaller 4 investor's paynent account contains
a predet erm ned tary anount. 1 8.0 The system according to _claim 6,

wher ei n ? he st o?gggﬁ? ?’S{ebrhi)@@ﬁit”?%t"ﬂ%émzlOelvvi’éfeﬂfbﬂied“‘ﬁ?é?ﬁﬁmgr%mfsm and
stores thecgh £EQRd : :

PCT) o) QLS 8 RaCetiTRal ldinidl 3 GRBAiOnd I g&%ﬁ{iﬁg’ﬁgﬁﬁlb?%l ity of
paynent Actheasiess/liabilitidsgragedibythietipdividualforisnmiles iduedtoror smal | er investors. 1
9. The system according to claim2, further conprising a second 2

comuni cation link to a third party trading systemvia which the processor
transmtg 3 the sTmad i (RVARRYART-Yo) 4 ngl e
econom cal l'y viable seylg ﬁeﬁgﬁggg@bfcgaﬁﬁe@ékﬁgxg&qﬁg lrgjl%t%tro gp&?{/ﬁg@%hgrg

asset s/ | ? apimprisces voung Bgenpedess that peovideadnfogmatidnao fthioimdaadial 5r of t he

pl urali tg/ of I. ndi vi dual Br smal l er inyestors. 1 10. The system according to
cl ai m 2, £ UPRHEE FVESRLIERLANG Voring AgRis 0f theaseryy lishilivesdield bit the individuale
plurality &fsnianetinveddsl or smaller investor PCs, said investor 3 program
pronpting the individual or smaller investor for investor identification 4
informati on and i nvestor preferences, transmtting said investor

i denti fitati on and.5 investor pref e{ ences to the processor, and enabling
t he indi Vi dual o FIEm aCHRFdRIBP clagn 2o Wherely the Prasesshr edeprsene 8edor t o

sel ect & plxekdlontproQks eSO/ dch@Pirddihd gr?ci}lp'n?@%?at[f%n?%%ik%me\éi %‘ljeal or

snmal | er investor portfolio Conrensurat W the per ¢ent age al®cation 8
of i nvest msanoraiseldy viablzridy toaden andtheairpieté@nsmivatly viabid satlioeds feshab! | shed as
t09poré{f permtted for such investor. 1

i 0 ch istics that will be pe
11. The s 3{%%1&@@@?%%%@ Eétgﬁ‘é‘?sdgcllb‘tj,\g%é?%rﬁj%&ﬁ%}aiffﬁVE@?@lfurﬁitbgfamfurt her
2 COMPY IS aRdidIE AR Ulr WS Eiods B HBGrdbatR) by ekl i . dhdi f T er ent i al

return of the 3 entire individua Stor porttolio relative

to a stdndaminimehtiondypk4 measurenent. 1 12. The system according to claim
11, wherein said investor programfurther

1 23. The system according to claim 22, wherein the trade execution process

2 further comprises a routine transmitting actual trading pricing information regarding

3 each asset/liability traded by a particular individual or smaller investor to the

4 particular individual or smaller investor.

1 24. The system according to claim 23, wherein the investor program further

8]

comprises a routine modifying the display of the risk and differential return of the

(US]

entire individual or smaller investor portfolio in accordance with the actual trading

4 pricing information regarding each asset/liability traded by the individual or smaller

5 1investor.
1 25. The system according to claim 24, wherein the investor program further
2

comprises an advisor process recommending modifications to the individual or

|8

smaller investor portfolio to the individual or smaller investor via the graphical user

4 interface to make the individual or smaller investor portfolio match the percentage



2 conprises a portfolio editor process enabling the individual or snaller
investor to 3 adjust the percentage allocation of investnent assets and the
i ndi vi dua ler 4 investor portfolio. 1 13. The syst ng to
claim11, vaﬁ%r/‘g(’lg% said investor programfurther 2 conpri Sep;%‘}lé@@%g(ﬁb
communi cati on process communi cating sai d78 nvestor identification 3
information along with any trades of assets/liabilities to be executed to
create or W\GlOSIUBEHESiRGTY WSaeadiAEDFthe TAGividuabel g‘nyamnmveglbr\épdmﬁxo ps smal ler

i nvestor's ortfoll g}gensure an_i ndi vidual or snaller i nvestor's
act ual porqu’FgeB"Wﬁ”ﬁ‘ET‘l PSFFeNiaas ghleratipn ay a msult phthe japwelstrasingspritend r ed 6

portfolio 7 nfoRRattiOeESSH &S ¢t ﬁgcésrs ing data via one of the first
plurality of 7 conmunication "14. The system according to claim

11, wherein the systemfurther conprises a 2 storage interface process

|nteract|qg W|th2§a' stora . store the jnvestor program3 in the
storage and upon & SYSIHY %"ﬁ B8 o elrim éu\aher@)m at lpapt| aae of thedirstaruraby
transmt ©hefcdmMRal [ mal l er investor. 1
15. The system accor dlﬂ{gmltg%qg&g?gm 5, Lelélg%ino\ﬁtlﬁ&qgl% 5?ﬁtc paynent 2
mechani sm further conprises a payrrent process el ectronically requesting
periodic 3 payngpts. fromthe t a,rtzég %? ment system for each of the
pluralitylof indivi db&pystem ggco $F°e ATt rcompm@ng“ﬁ@apgxygai wser accor di ng

to claim 3251nt¥i‘fﬁ%€%555135’@&oxﬁ)§ﬁéagi %Wﬁc{}}d witle e%ps teses @i gglngw y payment. 1

17. The system according to claim1 erernt includes a 2
fracti onaP shiavidud or smalldrémsstoongn pwfovtd&emads]s;@Iid:‘a/nhﬁétzhldnl1I1foef§1at‘i’<5‘-h$t'ortl?éj to be
traded by4at | east 3 one of the individual or snaller investors of the
plurality”of’SIi vidual or smaller 4 investors. 1 18. The system according
to claim1, wherein the trading data includes an odd 2 lot of shares for
at |l east one of the assets/liabilities desired to be traded by at |east one

3 of the Individ2&l Thorsystenl doeordinpesdaims2 1 ivheren Mk pratebdoy cothprigediayi dual or
smal l er 4,investors. 1 19, The system according to claim?2, wherel n the
tradi ng dat ¥ FHARMEESIEESingtar new indiwidugor smalergnyestoristPC wasne ofitheof t he

asset s/ || abfifst pluBSindedon@fuditutd k@48 BYdance with the investor identification

4 specified by the new individual or smaller investor to obtain payment information
5 from the new individual or smaller investor upon receipt of investor identification

6 information from a new individual or smaller investor’s PC.

1 29. The system according to claim 28, wherein said one of the first plurality

8]

of communication links comprises a direct dial telephone connection.

1 30. The system according to claim 1, wherein at least one of the first plurality

o

of communication links includes a direct dial-up telephone connection initiated by

(S ]

one of the plurality of individual or smaller investors.

1 31. The system according to claim 1, wherein at least one of the first plurality

S8

of communication links includes a direct dial-up telephone connection to an

O8]

intermediary server, which direct dial-up connection is initiated by one of the

KN

plurality of individual or smaller investors, and a network connection from the

W

intermediary server to the processor initiated by the intermediary server.



3 at least one of the individual or smaller investors of the plurality of

i ndi vidual or 4 smaller investors. WO 99/46658 PCTI US99/05010 77 1 20. The
system acgcor di to claim10, wherein the investor progra

conpri ses™ %gg&aai n process nmaintaining a tax basis and gg{:gﬁ%?ﬁ&sm@
acquisition for all of 3 the assets/limbilities traded by the individual

or smaller investor. 1 21. The system according to claim 10, wherein the

i nvest or 1pr ogr asef The bfstem 2cdRdMRE tSEin? | MOkdraid af jedbtiohe BY 8£§SS filiafinPT OVi des
information_to the individual or 3 smaller investor regarding voting rights
of the ags®&f S9Mmupicatiqn lanksipgladasy firediragtidial-uptelephdnoconmemidnan ahnvest or . 1
22. The gy i iqm 2 ..wherein the .processor co ises a

t rade 2§e>§xg§5%ﬁ:ag£rly%)e?{6%g¥§ﬁpgllééétid\l/rleZlgdlé\fg‘f%%ﬂm??QBilgﬁmml? byeps ‘?rﬁ%g"r mat i on
regar di ng pheality 0findivddat onamilRakilvestorabhEa BeynPEHEL d?a'P-thcBﬁne?lingloe
economically viable sel|l order for each 4 of the plurality o

asset s/ | P aBleAreGessor; Whirk srid ssaend Hireetrdialiupronnecaion iomitidwe byt theal ity of 5

i ndi vi dugl ; 9L s se&g,wjrnvest ors fromthe third party trading systemvia the
second 6 conmunication Tink. 1 23. The system according to claim 22,
wherein the trade execution process 2 further conprises a routine
transmtting actual trading pricing information regarding 3 each

asset /| i ability33r Befeysisin acomling telaim i, fietther dorapriong s matutad tanignagest or t o

the 4 past] 1 Qi Vi | or..spaller investor.. 1 24. The system accordi ng
to clai rnﬁ Zgl?a%ﬁﬁge}de&%%h@g?ho\?es t%ﬁ%ﬁf%%efsaoﬁf‘fcﬁfvf’%ﬁ“pmzﬁ%ﬁ'ifr‘i“g’é(é‘}“él Plout i ne
nmodi fyi ng $rhaledispltay of the risk and differential return of the 3 entire

i ndi vidual or smaller investor portfolio in accordance with the actual
trading 4 pricing information regarding each asset/liability traded by the

i ndi vidupgl or s{mlter inyestor. 1.25. The system according to claim 24,
wherein the i nv%%tt}% Sg?tgrélra%%)r hnrgttﬂé:tglmz"’c Fy é’é‘épr?wga%ﬁﬂegﬁprﬁ?%é‘éss
r ecomenli ingomoalinfidatiah mathahé ﬁathfh@ldn?dégé! iﬁﬂéﬁhc&’écéyi%gﬁblc@rinﬂu@ﬁrgﬁ% @E
portfolio tq the individual or smaller investor viathe graphical user 4
i nt er fack PovVifaRECt FallehiavesteFual or smal | er investor portfolio match the

percent age WD 99/ 46658 PCT/ US99/ 05010 78

1 35. The system according to claim 33, wherein the natural language interface
2 further comprises a converter process converting the natural language input from the

3 individual or smaller investor into trading data.

1 36. The system according to claim 27, wherein the graphical user interface

2 further comprises an input screen comprising structured questions in non-technical

(9%}

financial terms to be responded to by the individual or smaller investor.

1 37. The system according to claim 10, wherein the investor program further

b

comprises a graphical user interface process enabling the individual or smaller

GJ

investor to adjust the percentage allocation of investment assets and the individual or
4 smaller investor portfolio by changing the graphical display of the risk and

differential return.

n

1 38. The system according to claim 1, further comprising an affinity group

[§]

creation process creating an affinity group comprising individuals having similar

(5]

characteristics, the characteristics being selectable by the investor, said affinity group



5 allocation previously determned if the individual or smaller investor
portfolio no 6 |longer matches the percentage allocation as a result of the
actual trgdj icing 7 information received fromthe pro 6. The
system acggjr%%ﬁggsto claim1l, wherein at |east one of the fli;rezftig% /?Jsr%é ity 2
of communication links includes a commgg cation link: to the Internet. 1
27. The system according to claim2, further conprising a graphical user 2
interfacel curmmbapmemueaemmdgzmamea@mmawba@n%re&ﬁ&d%gttﬁe xfff ifﬁ’“i ch a new
3 individual or smaller investor can provide investor identification

i nf or mat i°0r#reYP: eRbeXeguLRaa pirchase p§theFheurities tharhacdeen pughsed by sliem 27,

wher ei n : ISEes..an 2 access process accessing the new

i ndi vi dugr%gf?ﬁlgpréﬁl?ﬁe)én ?ér%{/gggotfgl% 'PVEEon e C%%%ngﬁrﬂ‘éen%lcf'i rst plurality of
conmuni cation links in accordance with the investor identification 4
specified by the new individual or smaller investor to obtain paynment

i nformatilon” 5 PPorhhe BEsteearqording tadelaim 3%, fumisdricempiising s s@tistigabn r ecei pt  of

i nvest or »i i f i -6 i nformation. f.rom.a new i ndivi dual or snaller
i nvest or'zsq%@bﬁ@ éggésg'ﬁoellcgtf/ﬂs%](jeenr?%&p&?cdﬁnﬁc@“‘LaBOEF‘SF‘rﬁ SfaY‘\‘i\‘lh rBY§$¥SRi d one of
the firsB pbmpssing yhara’cm{sﬁe@amsipﬁﬁ\alitsalafldv@i&ér_s%m%&%s%%alasa{%bhﬁ t dial

t el ephone connectjon, .1 30, The system according to claim erein at

| east oné 8focee(l) salisiting|ipfogmptign refatipg te vimisecwatds bavd beekpurdhataddss a
di rect dkal.; ctiopn initiated by 3 one of the plurality of
Sl SOORSE SRIASL B abAlL ke Bl S0l P

i ndi vidual or sma I'nvest ors.

wher ei n @t sdaecimble@iagbade dftierokfaphichhfrahtidny ,(iii%st?%n%ﬁfggﬂﬂpéhﬁé’etdi sggllnhie@ks

includes_a direct dial-up tel ephone connectio I nternediary server,
whi ch di 7eE’thIHiaé‘IOn%tf@éﬁﬁé@hl%dﬁtﬂ@w;mmﬁi(ra[b egotaptigmhe oforddsecurdkiqsl ural ity of

i ndi vi dual ; 2 i ors.. and a network connection fromthe 5
inter rred?alrng&é%?@lérk‘g{h&h?ﬁgrﬁég%@g%gggm?ﬁoﬁ ated by the internediary server.
WO 99/ 46658 PCTI US99/ 05010 79 1 32. The system according to claiml,
wherein at |least one of the first plurality 2 of conmunication |inks

i ncl udes! a first0-dfirewsten agcoding telciaumdide furthenenbprisng am fstodcdint er medi ary
server, o300 I o | di al -.up connection is initiated by one of the 4
plural i t%/m%ﬂ?rbi ngf‘(’\slﬁl p&ﬁ% S§§rﬁeat§nngaafnl %goPﬁ%r}é’S’&B‘F?Pcsﬁwtpat {;"é Aav&iFect dial - up
connect i dnednoemningtthe pfanRaSOst, thawicahtissddns EANY ofiupect dial -up connection
is initiated by the

1 41. The system according to claim 33, further comprising a speech process

2 processing voice input from the individual or smaller investor and subsequently

3 providing the processed speech to the natural language interface receiving the

4 nformation.

1 42. The system according to claim 33, wherein the natural language interface

o

further comprises a conversion process converting the natural language input from the

(9%}

individual or smaller investor into trading data.

1 43. The system according to claim 1, wherein said processor further

2 comprises an aggregation and netting routine aggregating and netting otherwise

LI

economically unviable buy orders and sell orders for assets/liabilities in the trading
data into either a single economically viable buy order or a single economically

viable sell order for each asset/liability of the plurality of assets/liabilities represented

[ 2N U, BN o

in the trading data received from the plurality of individual or smaller investor PC’s,



6 internediary server. 1 33. The systemaccording to claim1, further
conprising a natural language 2 interface in comunication with the
processor giuing input fromthe individual or 3 small eﬁc’ﬂ/%@ﬁds@fo- 1 34.
The syste 2’% %sgl ng to claim33, further conprising a speech processor 2
in communication with the natural |ang8age interface receiving voice input
fromthe 3 individual or smaller investor. 1 35. The system according to
clai m 337 wibsagd protéssomtattheralonprisiggageuiiny eidsat@ing ithdsthd\@holc0NPri ses a
converte rocess conyerting the natural |anguage input fromthe 3
i ndi vi dugl conowpsallY ajable Ruyaatdsr qrthecsinglagsangmieally. vxa_bleseellf SFtier tegmftbrrg i
accordin aﬁq% wherei n the graphical user interface urt her
conpri seg %n |ngt){pc§%reen conprising structured questions in non-technical
3 financial ternms to be responded to by the indi V|hdual or smaller investor.
1 37. Th syste cording to claim10, wherein the investor program
further 2 %:/orrp ﬁ%e %(S‘SF‘aPﬁﬁ‘Pféwg to §laim|3% Birthgreompresirgsan lastabdl;alngtthe f

di vi dugl r ust the perce e allocation o
| nvest men” Aemaree grores LA B G O bty PRPSTR B8Faesistr 1 ol 1 o by
changi ngd tdwcgnmghhe:pérfcdhﬁp&eeoftﬁ)ése‘chﬁtlédcﬁkh@m’inﬁygﬁuber ential return. 1 38.
The system according to claim1, further conprising an affinity group 2
creation process creating an affinity group conprising individuals having

simlar char t terls iCS sel.ectabl e by the

i nvest or13 sai dagf ?‘%@‘%F%ﬁg%@%@? &ffﬁ%@@ﬂggﬂﬁnv%‘@r& c][ ](?atl ?n .
process Z:Iqiesomilmong)uvdﬂaheﬁsﬁbkﬁdbhhgﬁn R AdRARR sPENGHARRH Ry ckite af fini hy 3
group, and executjng a purchase of the securities that have been purchase

by the -6 BFRERHR tr@@mlﬁﬁll%@ﬂ]@sqts/babdmes armivfersrtn@ﬂrfagmlgewnhf mg'sthelmafor .
ord| to clai.m urt her conprisin

R B o S L R St

pl ural i tSy lmk ownmelsrk:bnhae individuapén sshaligr ﬁh@ftaﬁﬁrﬁ{shﬁtts't&ﬁue%}rst&rﬁ?ramn‘érd?xt' ty of

i nvest or aj.d st tistical sanpling 4 process i iciting-intormation

relatin tr%g B¢ “% P At feas opagsse ltpfﬁh%h%l@dlvmual 6r aadler ofvedttee plural ity

f invegt raphic information in a 6 searchable
gat :abasz géﬁregﬁr%g%]é%tﬁ?c Q%r%&ﬁcg %ngl (| ii) storing the purchased securities

8 a) a graphical investor interface prompting the individual or smaller investor
9 for investor identification information, investor investment information, including an
10 amount to be invested and a payment method, and investor preference data;
11 b) an asset allocation modeling process creating a percentage allocation of
12 assets for the individual or smaller investor based on the investor preference data,
13 wherein the graphical investor interface displays via the computer display a plurality
14 of assets/liabilities among which the individual or smaller investor can select to create
15 anindividual or smaller investor portfolio commensurate with the percentage
16 allocation of assets;
17 ¢) arisk and differential return calculation process continuously calculating a
18 risk and a differential return of the entire individual or smaller investor portfolio
19 relative to a standard industry measurement in response to changes in the portfolio

20 made by the individual or smaller investor, and providing the relative risk and

21 differential return to the graphical investor interface, which displays the relative risk

N
8]

and differential return to the individual or smaller investor, said risk and differential

N
(W8]

return process allocating the investment amount across the entire individual or

[N
e

smaller investor portfolio to identify trades of the assets/liabilities in the portfolio



7 information in the searchabl e database; and (iv) associating the stored
securities 8 information with the denographic information. 1 40. The system
accordi ng,t 0..¢Lai.m 38, further conprising an historical 2 e
process c‘r’vtga%glﬁﬁgslsan hi stori cal performance output for the Fﬁg@fg%@ﬂg
concerning the performance of the secur8%ies of the affinity group. 1 41.
The system according to claim 33, further conprising a speech process 2

pr ocessidiy repiiced t¢ aghitvefthodesited risk dnd difieadntial reanm| wigkeih Bi€ $tadés iasidde

subsequent | r.ovi gi ng t rocessed speech to the natural | anguage
i nt er19 ace Fﬁ‘@gﬁ @]lﬁgocfd”«gg %H%?EB?WEFI?%?E OfFi)h%QQSCI?"Il\‘éb@V§%Qem according to claim
33, whergi n the dhabbhfliolANOMGEess @ﬂﬁfllfngﬁﬁei individdlal Qxegmaq{%ppxrvleﬁgr?tﬁg 3

conver si on process converting the natur anguage I nput from
i ndi vi dZ8l mdifyild investonpozfoloy; i nto trading data. 1 43. The system
accordi g to cla wherein said .processor further 2 conprises an

aggr egat on ande%\énf' %1??16“? ﬁ%“sét@dB’éﬁg‘te“?%ﬁmé’ﬁ%eﬁ%‘faﬂ‘i%i%taﬁé}%%ESB o
econom Gal bia wsisARk it ATACERiAMA AL LSS b PBRkRL! 4 RPI I ties in

the trading 4 data into either a single economcally uy order or a
si ngl e 8dopmvidiag suchFalteati enalpsis toothe graphival inaedtordaeehéd, walihl didprayef t he

pl urali ég f afset a/l ilabi lities .r.gﬁresent ed 6 in the trading data received
from t ha~phiraredpd spalysigia g ipdivighalorsmaller inyssesi a1d PC's, WD 99/ 46658

PCTI US99405010 filcofnrftflcfRinbrilees &3S Anik s s Joutine
transm ti)i ng ei pher t he gi ngrjllcbé 8e econo[rhmé:gﬁ \E/c} lgtlg%gg&lbl%nq%f%éorn or the

si ngl e é¢omderimasibh plong aitheanyetddeooitasets/Hatiliged thibe @xe b toyeafcdr €xecut i on.
1 44. The systemaccqording to claim39, further conprising an historical 2
per for ﬁcg%aif%ﬁérédg‘_”g}lgé’f gWQH%fH“YﬁSE‘irérHOE‘é‘PhOp‘@reﬂ&fm@@lvdﬁéfj@t sihalfert he

i nvest oB6 RiveNRCLAMAN Yokt i oRBAE IS TG vﬂtlaltcn%m%ﬁgr%ﬂ'ésltoerss a%fi ctah e affinity
group. 1 45. A personal conputer based programfor EXEC It I RG on an

i nvest oP? sporgfolie tosibaaystaoandineatchin g dreglayanenas ot agy lamithiedis ingokak ogr  snal | er
investog t{[ﬂ crgg}t].e, 3 r@n&qe nd Irng a portfolio of assets/liabilities
and for>¥ nt'&PPEIIRgAs st iradiag data warthe firshcoramamgicaiomling.sridl i ty of such

i ndi Vi del colimeBAtl R prb B 83 RSnith Bnirdd LGk 4N o P1hd Dk over

whi ch the individual pér smal | ermi nveggttr%)dregﬁcéﬁqgwgélggﬁg{ﬁséOcsi‘glsottse?ﬂdt radi ng
data 640 dijeatighaighereadtsidissas/linbilisits ortae agsei (driagpiebdtion wikasthehe

I ndi vi d&lﬁlin\cf)éstc?'rg;atlralld%sr. I nvestor

1 46. The personal computer based program according to claim 43, further

o

comprising an automatic asset allocation adjustment process utilizing the preferences

(%)

information provided by the individual or smaller investor regarding risk/return and

4 other matters to re-adjust the asset allocation model and to output a different asset

wh

allocation percentage based on such additional information provided by the individual

6 or smaller investor.

1 47. The personal computer based program according to claim 45, wherein the

3]

graphical user interface further comprises a routine that displays the relative risk and

(%)

differential return as a color code.

1 48. The personal computer based program according to claim 47, wherein the

[\

graphical user interface further comprises a routine that changes the asset allocation

(OS]

model in response to investor changes to the color code display.



7 desires to make, said programconprising: 8 a) a graphical investor
interface pronpting the individual or smaller investor 9 for investor

i dentificatli information, investor investnent informatio I KNg an
10 anount e{(%)é)gig“e“él;;nvested and a paynent nethod, and investo?cglp'g?%y%#ge
data; 1 1 b) an asset allocation nodeli 8% process creating a percentage

all ocation of 12 assets for the individual or snmaller investor based on
the investor preference data, 13 wherein the graphical investor interface
di splays via the,c uter display a plurality 14 of assets/liabilities
among whi th t he T°hdt R RgEROnakfomyniigribased programmccordingge claom 46owhereiattee 15 an
i ndi vi du (- j nsurate Wwth the. percentage
16 al | ooat | P ap s Ine G RherBio e Ero TR RIS % i FisBRed ot | o
process cbrdiffengnts Irgtunedscanumdriegl iadica®rri sk and a differential return of
the entire individual or smaller investor portfolio 19 relative to a
standard i ndustry neasurenent in response to changes in the portfolio 20
made by tihe i ndiggy I [ nd _providin el ative risk
and 21 differ entszgéﬁ%r% t %Fﬁﬁ??“ﬁﬁ%fé?%gﬁ%?m?‘ﬁ%o 83 OFH%{"EF‘%Q@E{'CTM ch
di spl ays 2 empekiagian@utonsikic ag2t altatatlod h¢u@nichPprotdt BRdhgl thbgsskindi vi dual or
smal l er investor, saj ? risk and differential 23 return process allocating
t he invest ﬂ‘fatlgﬁﬁ'ﬂﬁf{e ULIEEROISE pd neqrchanged fo/thg mamedeal dudisater. | er i nvest or
portfolio to identify trades of the assets/liabilities in the portfolio WO
99/ 46658 PCT/ US99/ 05010 82 25 required to achieve the desired risk and

di fferentlial retur The pasowil compigr bisad pfogrdif bitding & ALROLS wiftkdi (nc00d | Ot S
and fracéi ona&l. spares of the assets/liabilities; 27 d) a portfolio editor
process én&MPAIFG LREMIGTERCE F COnPRsesialreptinetbas slisplays the 2BtimodsHi ynd he

i nvestor 3p 120+ i sk and sensitivity calcul ation
process é)aiaf:f?ﬁr?tdiagawg%\?g%%seg‘fa&#ﬁsr t%éog and 4 28 8HEMINA ‘ﬁ‘gl’ PRETYY OB t he
entire i Adhoiizhugd! sbde, andhh errowmvesiepticapslidef ol i o, and 31 providing such

val ue and analysis to the graphical investor interface, which displays 32
the value and analysis to the individual or smaller investor; and 33 f) a
communi cati on pgec I ' 1d investor identification 34

i nformation al oEg &ﬁfﬁ&i&%ﬂ%r{g etgln%fgiég’ S ?Clc%{l?gf ﬁ%@n‘tﬁl’%ﬂ" %ecuted to
create of 8@mpmsing 3n automeiivasdetalllooatiBnmljlseheri BYRSEUhaggiRP il RLdi 0 t0 ensure
an i ndi vi,dull or smgll.er 36 investor's actual portfolio matches an
i ndi vi dudl agqcaE%mo £l in ferBQRSIIo 4nVgE9F Flamees to the location of the arrow on the

4 one selected from the group of: the dial, the horizontal slide, and the vertical slide.

1 53. The personal computer based program according to claim 45, wherein the

o

graphical user interface further comprises a routine that displays the relative risk and

(%)

differential return as an arrow on a range of numerical values.

1 54. The personal computer based program according to claim 53, further
2 comprising an automatic asset allocation adjustment process changing the asset

3 allocation model in response to investor changes to the arrow on the range of

4 numerical values.

1 55. The personal computer based program according to claim 45, further

3]

comprising a configuration control process that provides a version number of the

LI

program to the system in response to a request from the system, wherein the system



37 portfolio to the system and matching the paraneters of any limtations
i nposed on 38 the portfolio, as said trading data via the first

comuni cat | i gk, said 39 communication process communi Cgidiigk S

i ncl udi ng\%(?%é‘kg&ls(har es, odd lots and 40 fractional shares 01( sgg/ibﬁ)%\
assets/liabilities to the systemfor ag@4egation with other 41 investors'
trades. 1 46. The personal conputer based program according to claim45,
further 24cempmasially dewnboalde AR ipdatedbectéionbl e Mveodr PRgHSH TBSH dREQRRSS
utilizing_the preferences, 3 information provided by the individual or
smal | er i nv@SARULOEGAIF ¥FIPNr i sk/return and 4 other matters to re-adj ust
the asset allocation nodel and to output a different asset 5 allocation
per cent age based on such additional information provided by the individual

6 or smaller inve&tBire petsohdl cobfyri@reasalibeorafiRubAingd8 L eEmusOghamAgeor di ng
to cl ai m 45, i graphi cal _user interface further conprises a

rei.n the 2 ! .
routine t%a?or\é?@?)la {os Terher comanpes@ rpptine thatccessesi o database loasted gttben as a

col or code. : e based program,according.to claim
47, wher gsiansy% tﬁgﬁst%gxgg%algﬁfailgr@éuassge?gpﬁlE{I?saggmfwuﬁ‘ffﬁ) lB%’r‘ﬁﬂE‘F‘g%r? liebut i ne

t hat chandeisveste cas seltctad breartand malifynbkeportolis 65D RsAvidaal JP¥aalier changes
to the color code display. WO 99/46658 PCTI US99/ 05010 83 1 49. The

per sonal %o‘ﬁiﬁ‘iﬁ‘gr based program according to claim45, wherein the 2
graphi cal user interface further conprises a routine that displays the
relative risk and 3 differential return as a nunerical indicator. 1 50.

The persohal conjiut®fe peasesl PIPUt-TRAGRsEhRGct Rdmbdb Blaftd 45 WhibG the 2
conpri si an (gut omatic asset allocation adjustnment process changing the

asset 3 ‘alRoFEAq shtorBuker compresspadstault portfpliogrorese pranising 4 defalle nuner i cal

i ndi catory Rl ] I se rogram accordi ng to cl ai m 45,
wher ei n tjhét;:es 201;5}26 \?@g x&aé??ﬁ%iéeﬁrg% o ﬁ?sgﬂggaéﬁlﬁﬁtf‘?”s%fga rXIgJ"r%ffJ)ti ne that
di spl ays 4 hertfalcatyi the indi @Ruaind smalldiihfeatoent i al return as one selected from
the group of. an arrow on a dial, an arrow on a 4 horizontal slide, and an

arrow on a vertical slide. 1 52. The personal conputer based program

according to cl af rising an autonatic_asset .allocation
adj ust nent proc?grsn@%gﬁ%%%%ﬁguéég%t 3 ?g@%(iqr(ﬁﬁgﬁ%naé’lm? WREIHBR: to
i nvest or 2chgregepottivliohaclhdwat ican de stlRetedHoaheRrdup&onsisting of: Dow

Jones 30 index, S&P 500 index, Russell 2000, and other stock indices or subsets of

(S}

4 such indices.

1 59. The personal computer based program according to claim 57, wherein the

o

default portfolio process creates a portfolio that reflects similar risk/return

characteristics to one selected from the group consisting of: the Dow Jones 30 index,

SwWw

the S&P 500 index, the Russell 2000 index, and other stock indices or subsets of such

L]

indices.

1 60. The personal computer based program according to claim 45, wherein the

2 portfolio editor provides a list of assets/liabilities normally chosen by an investor

(O

specifiable group.

1 61. The personal computer based program, according to claim 60, wherein the

S

investor specifiable group includes at least one selected from the group consisting of:

(W8]

lawyers, stockbrokers, engineers, accountants, farmers, writers, managers and union



4 one selected fromthe group of. the dial, the horizontal slide, and the
vertical slide. 1 53. The personal conputer based program according to

cl ai m 45, rein the 2 graphical user interface further L

routi ne tha @?bs%l ays the relative risk and 3 differentia e?@{sﬂ"?ﬁﬁé‘? an
arrow on a range of nunerical values. 1854. The personal conputer based
program according to claim53, further 2 conprising an automatic asset

al | ocati oh lggjers onémm pgrove tmt theamgistoy ahdhethes getip miznietsaeHistloa amadel i n
response fo investor .changes to the arrow on the range of 4 nunerical

val ues. 1° 5HPIOMI&S RASOHREOUBnput er based program according to clai m 45,
further 2 conprising a configuration control process that provides a
versi on nunber of the 3 programto the systemin response to a request from
the systeim wher@. Mheherspsltempir®4edGhdgramGTLaIGRY/10 DR 45 Sehrther

aut omat i c;all downl oads aln updat ed _versi on of the_investor program upon
detecti orf SSTMPFISIE aJiFtural 8¢ {griace processygeeiving ingwt emdhe sslipdeaor based
progr am ag e ieN@viQocl ai m 45, wherein the 2 portfolio editor further
conprises a routine that accesses a database |ocated in the 3 system
storing a plurality of assets/liabilities, fromwhich the individual or

smaller 4 investor_can select to Ereate and nodify the portfolio of the
i ndi vi dudl or sifit 1€ PSTsPRRlcomputer passd programgesadingno elaimas durthersed progr am

accordin I i 0 ed further .conprises a
def aul t %oﬁctg ?@F?ﬂggﬁﬁ %cf:fé’sﬁ@ l%‘?%?%?ﬁ’é‘ ‘%"%3? é‘fﬁﬁéﬁgga“p%ﬁ& oP EAPHSISE B vi dual
or snal | & plurkitytofindieides baviag sielilee thanctaistias, tydehatcterdi@beifo! i 0 by the

i ndi vidual or smaller jnvestor, 58. The personal conputer based program
accor di ng SoeeRlle iy dhe InypRteTesaid pHlimity Zroupracasion papcessoletaminiag whes at | east
one sel egt % LSitd f s 30 i ndex &P 500

i ndex, Rﬁsggﬁuﬁlﬁlgg]a%‘{%eoaeggggghggaz)? Zlﬁ:ié}lgﬁg%/ %Té)slag ’\(,)!Tn%seﬂ(gés]uglfl %gc?fu rChﬂses?fé ¢ i ndi ces.
1 59. Thé perusitnsthachaveitcen ptrabasdd py dgr Afmiacgougi ng to cl ai m 57, wherein
the 2 default portfolio process creates a portfolio that reflects simlar
risk/return 3 characteristics to one selected fromthe group consisting of.
t he Dow Jones 3Q@ui : t SE&P I | 2000 .1 ndex, and
ot her stgck i nd?g'es%dlgfthga Osrec?%ngf agcﬁgﬂmhé]ﬂg épo}tﬁ)%()%%?sgls Or%agﬂues by

2 performing a plurality of transactions, comprising the steps of:

LI

obtaining a plurality of investor preferences for a plurality of portfolio

BN

characteristics of an investor;
employing the plurality of portfolio characteristics to select a plurality of
assets or liabilities to be transacted in a plurality of transactions by the investor; and
aggregating the plurality of transactions of the investor with a plurality of

transactions of a plurality of other investors over an applicable characteristic of the

O oo ~ N W

plurality of assets or liabilities, wherein said plurality of transactions of the investor

10 include economically unviable trades.

1 65. The method according to claim 64, wherein the step of aggregating the

[}

plurality of transactions comprises the step of aggregating the plurality of transactions

(V8]

over a time period.

1 66. The method according to claim 65, wherein the time period includes

2 every three hours.



S indices. 1 60. The personal conputer based program according to claim 45,
wherein the 2 portfolio editor provides a list of assets/liabilities
normal Iy ghosen by an investor 3 specifiable group. 1 61. B R85!
conput er g%sezgprogranl according to claim60, wherein the 2 investor
specifiable group includes at |east one8éel ected fromthe group consisting
of: 3 lawyers, stockbrokers, engineers, accountants, farnmers, witers,
managers and uni 6h Tie 86h4665DrdaT (S99 QE,Q‘lIQreiﬁﬁg%}eéﬁﬁa HiSplufdlinf gom a
group that the investor and other group nenbers self select” and” 5 approve
as their é\/\h’imﬁ?‘ali’ﬂ.s %TWQ?OWeééggéﬁémgWQ@mreiayba@tamlepcmgn.am according to
claim45, further 2 conprising a natural |anguage interface process
receiving input fromthe individual or 3 smaller investor. 1 63. The
per sonal tonput 668.b"H&edethbd)gdfoal’diﬁg:&Dd’lﬁihﬂ@,t»ﬂ]eﬁéiﬁh@ré‘é’tiné Wl f16falig JTOMPri si ng
an affinity group creation process creating an affinity group conprising a
3 plurali ’1; VrEIsagtQRs HrdgasUnPRSEs ﬁ@rggahmgﬁrphahhwané tigres e djs(,a; ? phl_rf:hty Si oup
aracterq st i g el ectabl e by the investor, said affinity
g?eation'%ﬁ%%%ggglé?gyﬁ$ﬁing what 5 securities have been purchased by the
affinity group, and executing a purchase of the 6 securities that have
been purchased by the affinity group. 1 64. A nethod for creating and
managi ng & por t f&t i die pethadacer gﬂoi%m:ﬁ‘lt, z@GLdnyanggaeng dremlwrlgl_x?z op)‘lmlcjr ality
ransact, : LSl ste of ; obtai ni.ng a rality
im;lvtesf1 or %prt}e gar% gﬁgifglpt?l %féogr%ﬁfsgsf%ﬁ%r ?@a% Y8 AP AgIoUgt "hggﬁﬁgé‘gq@ﬁ Atics of an
i nvest or ;3 Jwettet,0f tragsatfiénspl ural ity of portfolio characteristics to select
a plurality of 6 assets or liabilities to be transacted in a plurality of
transactions by the investor; and 7 ?ggrﬁgatin? ghf pIuraL!gysoLf .
transactijons of -Hhe t it h .ur ty o ransact i
pl ural i ty1 of ot r?:g'r %lhh\%??og?%c%@sen tgﬁpaérﬂ)lpq%r @t{%’n‘:éc%ﬂ%ﬁ%& FFEPPE of the 9

lural ity ekeasiagtie muralityadfittantdctsns A ERIpMegai d plurality of transactions
gf t he i%vestor 10 include econom cally unviable trades. 1 65. The net hod

according to claim64, wherein the step of aggregating tre 2 p}urality of
E r ansac% :1822 CORPI IT{€ ﬁxehn)% a%Ec?rein%fto %%%%?Hnr}]lgr é[or;r(laprpsgnugrtge Isth 0? netting
ransac
2 buy orders against sell orders within the plurality of transactions of the plurality of

(VS

investors to obtain either a single buy order or a single sell order for each of the assets

4 or liabilities of the plurality of investors after aggregating the plurality of transactions

b

wh

and executing each of the single buy or sell orders the assets or liabilities of the

6 plurality of investors.

1 72. The method according to claim 64, further comprising the steps of:

2 creating an affinity group comprising individuals having similar

LI

characteristics, the characteristics being selectable by an investor;
determining what assets or liabilities have been transacted by the affinity
group; and

executing similar transactions in the assets or liabilities as have been

~N N b

transacted by the affinity group.

1 75. The method according to claim 72, wherein the step of determining what

2 assets or liabilities have been transacted further comprises the steps of:



3 over atinme period. 1 66. The nethod according to claim®65, wherein the
time period includes 2 every three hours. WO 99/46658 PCTI US99/ 05010 86 1
67. The NF\; %246?5%cord| ng to claim64, wherein aggregating pheyabslosdhdty of
2 transactlo rther conprises aggregating once per day at a tine
certain. 1 68. The nethod according to 8 ai m 64, wherein aggregating the
plurality of 2 transactions further conprises aggregating a plurality of

ti mes per3 day atsokici;ihgldahbgryp}dé inf8rmpatoaet o mﬁn@ﬂitybﬂﬁﬁ'est&rs%m hkifg met hod
accor di ng, cl aim rej.n aggregating the plurality of 5 transactl ons
further co F’P%‘é’é‘s%i’ﬁﬁfg’ﬁ H‘rﬁ’gtyd’&fé?"eé‘ﬁrsarrount interms of dollars or 3

Conpr 1 5 g the Sranng imfornalln relind WIS BEERE Aot B Paacdl "'
aggr egat eédbytadﬂofth’hplur&knhoﬁnamdl ng to claim 70 further conprising the

step of netting ers against sell orders within the plurality of
transact |ni ons of Smégtﬁ}i/ﬁﬁggrqgﬁph& informatier oz searchabltdatahassiof demographingl e buy

order or gashRMtpnsel | order for each of the assets 4 or liabilities of
the plurality of ihvestors after aggregating the plurality of transactions,

5 and exé&cuting swangt}mftrdnba&:tai mﬂ:lrﬁnaﬁmy i0the S@IréhaBledRisbatdiandsset s or
liabilities of the 6 aht(i/ investors. 1 72. The net hod according to

claim64Y furt hé?soﬁ’é?‘r?fri iStoge S§‘%‘§‘b§1f‘éﬁn302n@ﬂ@ab¢ demegraplfiti nity group
conpri siing;ihdiodual s having simlar 3 characteristics, the
characteristics being selectable by an investor; 4 deternining what assets

or liabilities have been transacted by the afflnlty 5 group; and 6
ransactions in the assets or liabilities as have been 7

execut i n SI m |

tr ansact d by tﬁ‘é i}f“f mathog aggasdipg ta clain 73; tféﬂh@tchmnamgéhqjstmoft o claim72,
wherein vphe ste t S abiliti.es have been
transactgd furtﬁr((a:'?tﬁ (gga?;lplﬁ%tgbagﬂl grf sé epe gm% P@ba? ‘ff’étﬁf§ OREFIIEYS/ 05010 87

3 performance of the assets or liabilities of the affinity group.

1 75. The method according to claim 64, further comprising the step of

o

displaying on a graphical user interface relative risk and differential return as one

LI

selected from the group consisting of: a color code, a numerical value, as an arrow on

4 adial, an arrow on a horizontal slide, and an arrow on a vertical slide.

1 76. The method according to claim 64, further comprising the step of

2 displaying on a graphical user interface relative risk and differential return as an

LS}

arrow on a range of numerical values.

1 77. The method according to claim 75, further comprising the step of
changing the portfolio characteristics in response to changing one selected from the
group of: a color code, a numerical value, a location of the arrow on the dial, a

location of the arrow on a horizontal slide, and a location of the arrow on a vertical

slide.

[ B SN VS B )

1 78. The method according to claim 76, further comprising the step of

8]

changing the portfolio characteristics in response to changing the location of the

(8]

arrow on the range of numerical values.



3 soliciting denmographic information froma plurality of i nyestors_ o

conprising 4 characteristics of the plurality of investors; 5 SOlICItthG

i nformati %%}Zkg%sl ng to what assets or liabilities have begprhis385a¢s €

by each o pllurality of investors; 7 storing the denographic .

information in a searchabl e database of 8enographic 8 infor m_atl on;

storing the transacted information in the searchabl e database; and 1(3

associ ating the stored transacted information with the denographic 1 .

information. 1 7§ Xge nmet ho raccgr,dl ng to cI@fail m 73, tfurlt(her_Oi(c:iprrprltS|rng e

step of. 2 creati RgARPPRIats [orenrbling 3 Bluraline G}ﬂf_tsﬁﬁgfélq?? Etslbﬁglf tm/hgsa?fi ity

aroup. |1 g5 B SR RhekitEs BAAIRE" ¢ Y her comprising the Step
roup. . : _ (

gf 2pdi spBayi ng @ra progesamhieceilvingsdta frﬂh&hélﬁ@ﬁluﬁ&itﬁbf M@esﬁbrﬁ*@{_@?\?&agdfir}g 4 col or

differenthal retur{}aas otn§§3 S%| e(‘it ed f_romtt’eogqrfciuogﬁconse:dalel lg gr: a colol

code, a nunBPPEUP OVAPER,'0RS 1BYF %?Er@)ﬁf‘@rim’@ﬁ Q;ZGSdJ Tthl rretrﬁ(u)):j acggrngi nor;go

slide, an - Al ver . ) .

cl ai m 64, Slfgérﬁcﬁé%@r%rsfhgiﬁageq%c%g ‘é’ﬁ%ﬁg?t %Sta?]surﬂogﬁﬁ‘?bv’%’ TYUGLOBR TRl yser

i nt er f aceo r i anvestor td mleclanel sebufifies @ibtah payhett fordBe AQuirdd gﬁrEHM’eQ”ha range

of nunerigal val LSGS. l77. The net hod according to claim .t'5, . fghr;thner .

conprising the s? @&%O?WQWH@CF%%WM?CF@;MC I'orumgtigml\g nun'e:ieigf)ns

hangi : .
E/gl Ee?1 g if“g%rgfhi%%ﬁ%g?lﬁ Elﬁghégmbgﬁ %r%aégér?d;ﬁ?naée& HOB‘?‘&H oS HEARY ar r ow on a

hori zont & dikplaléng alist of staciies GOmOVhich eheiht@6rREn Sel¥ @l bE @ the Bosfdiide. 1 78.
ing to claim 76, further conprising the step of 2 changing

The met hpd acgcor di WA L . o
t he port ?(gl F Wﬁ%?lé‘b’f“é?ﬁ‘gﬂ PFS%’_‘qlﬂg Agk pshisturg mfgmgngame% tfggg)}mg%ﬂglgf t8 gel
3 arrow pn 1eS _ ) _
79. An aglpa%agfduiﬂ?g?m%%tg Fgr%iogép %?gﬁ%’f%/w}\é%pﬂ?én?/v&q g?cggf%o #ﬁ%“ifé%‘%dl c 2
i nvest melt snaynbeatoponformlvich afy lsetatidisii@powdBRthSintEStord @) a processor
receivi ng, data fromeach a plurality of investor PC s regarding
3 ¢) a transaction processor in communication with the portfolio manager

14 process receiving commands from the portfolio manager based on investor input to
15 trade securities and sending trading orders to an electronic trading system for
16 execution in accordance with the commands; and
17 d) a storage unit in communication with the portfolio manager process storing

18" each investor’s portfolio.

1 80. The apparatus according to claim 79, further comprising a third party

8]

trading system interface device aggregating all investors’ trades and sending the

V8]

aggregated trades as a single trade in each security to a third party trading system.

1 81. The apparatus according to claim 80, wherein the third party trading

8]

system interface device includes a netting process netting the buy orders against the

(U8}

sell orders before sending the aggregated trades to the third party trading system.

1 82. The apparatus according to claim 79, further comprising an affinity group

8]

creation process creating an affinity group comprising individuals having similar

I

characteristics, the characteristics being selectable by the investor, said affinity group

4 creation process further determining what securities have been purchased by the



4 amounts of noney to be invested in each investor's portfolio for a
predeterm ned 5 period, and accessing an el ectroni c paynent system upon
recei ving,j ryctions from 6 the investor to purchase se ol

obtain pa%?&%%“ gr the required purchases; 7 b) a portfoli gemgég%zsphgrocess
for each investor in comunication wtl§9the 8 processor enabling the
investor to create and manage a portfolio of securities by 9 displaying a
l'ist of seeffmityigesupl amhexsbitiry 4 perchasv e tHerseqiities Bla€RiveltReR BulcRask i
portfoliqg, . 10_said portfolio manager providing risk and return in¥ormation
regar di ng m?ea%%wmgrevm-o 11 based on the investor selections and limting
what the overall portfolio characteristics 12 may be to conformw th any
limtations inposed on the investor; 13 c¢) a transaction processor in
conmuni cati on wB3 hThdgppanmis tordinpaoaisin 8P4 fiphecessprisaaed thmgcgommands from
t he port%ol i o manager based on investor input to 15 trade securities and
sendi ng tr SARRRedreresssoligiting demegtaphisi informademfomaglenalio in@sexecut i on in
accor dange. Wt k. RAgS; . d)-a storage i 1. in_copmuni cation

Wi th the%%%é%"lség& r?%ir%ager &;orfé@égglg;a gltt}g%flrrllées oK : lélasgﬂlsglﬁi}ég% B& portfolio.
1 80. Thé mppasaiuslieiagirtbigation reladhgto/Fhatfseédrivs harnieh phRfadbyi rd party
2 tradi ng sy t? i nterface devi ce__a(t;g_regati ng all investors' tradés and
sendi ng t h&chg g‘@g%hg@h&y@é 1R vegl@Ess (1Rtoring they femegraphic informationseeurity to a
third pagt i " ar.at us_.accor di t.o cl ai m 80,
wher ei na§ h%a{cﬁ?{% Bgtg;ﬁ%ls)glto? ?%’8?%‘ S%c él;ylggﬁ'éé?tnpol%h{lgi #%r&rég tg'g\PF’igggﬁeﬂé?‘i}’E’é@S a
netting priafesmtioeir thegeadtabliatdasebnd A0PAESdatfRahe Rom8lskalfider s before
sending the_aggregated trades to the third party trading system 1 82. The
appar at us 'BEIERHPRY 1t dhecdemagramhic miemdionconpri sing an affinity group 2
creation process creating an affinity group conprising individuals having
simlar 3 characteristics, the characteristics being sel ectable by the

i nvestor] sai d & fTheidppargiue dpcording t@elind M9 PRARESSmiprEinBes ndlgher M ni ng what
securi ti,)es have been purchased by the WO 99/46658 PCT/ US99/ 05010 89 5

af fi ni ty> JrRAH3Se WdTask srepmmEnisatinn vithdhe mpcests rensiving inpasfrothalte have been
purChaS":}dif?&ivio@af&%n?aﬁlfa}'i%{;s){ group. 1 83. The apparatus according to claim
82, further conprising a statistical 2 sanpling process soliciting
denographic information froma plurality of investors 3 conprising

char act elri sti csg_of the plurality of investors, said statistical sanpling

5. The apparatus according to claim 84, further comprising a speech
2 processor in communication with the natural language interface recelving voice input

3 from the individual or smaller investor.

1 86. The apparatus according to claim 84, wherein the natural language

o

interface further comprises a conversion process converting the natural language

|98

input from the individual or smaller investor into trading data.

] 87. The apparatus according to claim 79, further comprising a graphical user

)

interface, the graphical user interface further comprising at least one input screen

LI

comprising structured questions in non-technical financial terms for interaction with

4 the individual or smaller investor.

1 88. The apparatus according to claim 79, further comprising a graphical user

o

interface displaying relative risk and differential return as one selected from the group



4 process: (i) soliciting information relating to what securities have been
purchased by 5 each of the plurality of investors, (ii) storing the

denogr aphje jnfarmation in a 6 searchabl e database of denogeaprRbdosoro
i nfor nati%’%’,dg?l‘si%?) storing the purchased securities 7 infor rrat?on In the

sear chabl e database, and (iv) associatigyyg the stored securities 8
information with the denographic information. 1 84. The apparatus accordi ng
o cl ai m37Sonsismiighslt  colupeode! MBunericd VI, o ArdCHIRIGa, Bh SHEACH o 1

conmmuni cati.on. with the processor receiving input fromthe 3 individual or
smal | er ihJEezeptal slidggand pramgpimravarticalstide.di ng to clai m 84, furt her
conprising a speech 2 processor in conmmunication with the natural |anguage
interface receiving voice input 3 fromthe individual or smaller investor.
1 86. Thd appar #9uFhaappiratusccording & dhidf79, WA b Hﬁn?é‘%}é&;ﬁkai@s@ uage 2
i nt erfacs f.urther .cp?rrprl ses a conversion process convertifg the natural

| anguage 2 3NFHHGAisRRRg wiative gsk prr diffepntighmeture s amarest on araite of r adi ng
data. 1 87, REcARRA%At US according to claim 79, further conprising a
graphical user 2 interface, the graphical user interface further
conprising at |east one input screen 3 conprising structured questions in
non-techqi cal fi Ba%ﬁi al terms for interaction with 4 the individual or
smal | er ilnvest oPV- 1hgapparaies agspuiing teslaiocts; siharpin the pbatfalio#Banager t her

er. : : f i spl ayi | at | i sk and
G T e oney BfocPSTHRIG SoridEls o foddlt Ba-85% B+ BOuBln fFhvistaaris gupsponse

PCT/ US995050dangifif ofe ssdewsédfrbmhdfroup c6ifing©Pd8e cofMHMR' ihe dm¥alie, an
arrow on  a q |, an arrowon a 4 horlzonta? slide, and an arrow on a

ia 3
verti cal 4sViHe the logationmefahegraw an the disk thedbeagion of teairmmah the hiotib@ttal

conpri si BYstHeI4PHR . 2 interface .displaying relative risk and
differentia eieturh?(gclsangliggpﬂ%n Vgr?nég?ﬁﬂaéaléﬁd% nurreri cal val ues. 1 90. The

apparatus according to claim88, wherein the portfolio manager 2 process
further i:orrpri s(gs a process changing the portfolio characteristics in
response’ 3 to lna'ﬁlﬁﬁ IMPaGHEs aseqrdpgdo clatro B0 twiergn theporidolsd siknapgr of . t he

col or cogle, th i cal val.ue, the |locatjon of the arrow on the dial,
t he | ocat ?%rr? o? t He gélﬁ v@e(%%_pf%gs%dm%‘%f}éﬁporgo%q‘F CIERITHCS RECIPOBHL | on of
t he arr ow torchtdeny thetlocadbn sF ihd@rrow on the range of numerical values.

1 92. A method for enabling a plurality of investors to make periodic

¥

investments in a portfolio of securities comprising the steps of:

(7S]

receiving data from each of the plurality of investors regarding amounts of

2N

money to be invested in each investor’s portfolio:

accessing an electronic payment system upon receiving instructions from an

investor to purchase securities to obtain payment for the required purchases; and

~N N i

storing each investor’s portfolio in a central database.

] 93. The method according to claim 92, further comprising the step of

89

aggregating all investors’ buy orders and all investors’ sell orders in a single security

(o8

and sending the aggregated orders as a single trade to buy and a single trade to buy

4 and a single trade to sell in each security to a third party trading system.



1 91. The apparatus according to claim89 wherein the portfolio nanager 2
process further conprises a process changing the portfolio characteristics
in respo changi ng the |l ocation of the arrow on th
nunericapaggPégég 1 92. A nmethod for enabling a plurality g?féﬁgggﬁg%s to
make periodic 2 investnents in a portfelio of securities conprising the
steps of: 3 receiving data fromeach of the plurality of investors

r egar di ngl amount %4. éThe rethod estotdin® e d18ives3, garthd? cORPHsihPURSHY ofheRRMet f O i O]
5 accessing ag el ectronjc Baynent system upon receiving instructions from
an 6 i nvesPuy erdstragriasidhe sl erders dsforesanidingi the pegyematad tfade to the thiedjui r ed.
pur chases;j L each investor's portfolio in a central database. 1
93. The ﬁ%t 0 t%%@%%&?%g'to claim92, further conprising the step of 2
aggregating all investors' buy orders and all investors' sell orders in a
single security 3 and sending the aggregated orders as a single trade to
buy and & si ngl &> rhskstan iqsgieating a @orfcdiormnglassetsrand exeantiggtiadésringlzch security
to athir j . 99/ 46658 PCT/ US99/ 05010 91 1 94. The
met hod aczgoarg%lrmtrl%S rl%%ﬁ-@{tg?ﬁlg%@?lgg@%es?ngconpri sing the step of netting 2 the
buy orderks agai nt firh@rabdor imetticed bafhomans@RM S 1\R1R00pRaA e L rade to
the third 3 party trading system 1 95. A systemfor creating a portfolio
of asset & ARFILRYE IR thegnyesiasortiplihasedomthednyestay’simdiidted pletergmes.f ol i o,

i Si ng: ' nr. interf d.wth ' tor's PCt
Col bot - a pioratagiie po3oIBIERERT et B AR pthent af oBERInGRS o based on

the i nvesst dnvestorsthdiedt@iprfcedRECAEESH ele&r&&aﬂ??ﬁa@@ af 1885t BRE Lrh@hi ?rndg

/ . p
accordangp,mnth mar ket changes and changes in"the 6 Investor’ I cat ed
preferen

edn aceRFdapee With dherigHestarTd ipdisptgd prefereheeast one trading order 7 in
accordange wth i 's. [ndicated,preferences; 8 b comruni cati on
interfacg couplgzggghpﬁgﬁ%gé%§g§%$e§ Hﬁg% ﬂﬁSBKF8$8r§“B¥W%53ﬁ?9 of ot her

i nvest or 9 Ipjurality ohothbeinpésiere 59 hic @sFf&eés@%lk&r&h@acrl??p_xatc@@r_héfat leggst 10 one
order; ﬁé c) a central processor coupled to the commini cation 1 nterface,

receivi Qhe guien| yrality of trading orders fromanong the plurality of
i nveston'js PC s Aa&* j ? l,east one economi.cal unvi abl e trading
order, aggregat |p)ng a #%@geeslg{)/rec(ﬁ) b lregg‘i) ﬁhge SryRyrgcation mterfjaé/e’ receiving a

12 plurality of trading orders from among the plurality of investor’s PC’s, including at

13 least one economically unviable trading order, aggregating all received trading orders

14 into a single order for each asset among the received trading orders, and

15 electronically forwarding the aggregated trading orders for execution to a third party.

1 96. The system according to claim 95, wherein the first Processor comprises a

2 payment process receiving payment information from the investor indicating an

LI

amount the investor desires to invest in the portfolio, said first processor further
comprising a process allocating the amount across the assets in the portfolio to
maintain a risk level of the portfolio that corresponds to the investor’s indicated

preferences, and preparing at least one trading order to implement any required

~N N

changes in a number of shares of any asset in the portfolio.

1 97. The system according to claim 96, wherein the central processor

[\

comprises a third party payment interface process electronically accessing a third

3 party electronic payment mechanism to charge the amount indicated by the investor



14 into a single order for each asset anong the received trading orders,
and 15 electronically forwardi ng the aggregated tradi ng orders for
execution 09ﬁ6§5?i rd party. 1 96. The system according topglisto,&810
wherein t PIY processor conprises a 2 paynment process recelving
paynment information fromthe investor i92dicating an 3 anmount the investor
desires to invest in the portfolio, said first processor further 4

conpri si Hg tainyey tess acohnoEthaipveher wibtheithiad passpdyfnams&lagisniplube

portfoliqQ to maintain a risk level of the portfolio that corresponds to

t he invegt(f’r? ®¥ndi cated 6 preferences, and preparing at |east one trading
order to inplenent any required 7 changes in a nunber of shares of any
asset in the portfolio. 1 97. The system according to claim96, wherein the

central process88. Phesyspn s@srding tui dlainp®d, byhefsty tetentrdl tpes e aoe AR €SS
a third 3 party electronic paynent nmechanismto

el ectronjcal |l y.accessing.

charge t ec‘?ﬂ%ﬁﬁ?ﬁ ap ﬁHPB’g{'%aVlwrawépr%vwmsswtwcamgfﬂ’@mmp@smo 92
4 to inves ; i . W he. & Qi r arty paynent
nechani s?n %Tidglaghsgcr@g% g%?mgf}‘gg‘.”b%?%é@{s’ g#qﬁ’g%}é‘8§‘§eﬁﬁyﬂb€q8rﬁ% 96, wherein
the central processor further 2 conprises an automatic w thdrawal process
accessing the a&go nt of the investor on a 3 periodic basis and charging
the amouht each”ti h¥ DYREM ackpring WFlaim Ppwhersine gssetsingade Aheassyst em
accordin Cledd j : .incl ude at. | eas ne .2 asset

sel ect edgf %sg% ;lt)eﬁéec 'E%i rq?ounﬁ co%g?és]ﬁ&r%gsngg %géﬁi‘%l rsl’sc,ongg%@&ﬁ’ g?réqtss: geﬁﬁ’ﬁﬂ‘é‘fs’

deri vat i ¥ esgdealle assatbamtbiabiliziss 6t snywornbisdbiohithdres, Bhandily ageRep@iian t her eof ,
fi nanci ai ssets, securities, 4 foreign or donestic equities, options,

war rant st IOBREEOT JRERGSEC eqTiHFS QRLioNS WABRYAibends npies dineisedsparpeishipt e pl acement
securities | ' tyaets, futures, ban 6 | oan

syndi cat??Rt%%gsg?gﬁtg?raggﬁ%?%uo %gtf?%ﬁé‘rqugﬁ?ésl?s’ 6?@5@5&" %‘frﬁ?’rl?ﬁra'lfi ghts, and
7 i nsur ahdean syaidivation eresdts debtsflutidn MehtiodobA waaifdatidhys, hawest i ng

conpri sipq the steps of. 2 creating an affinity group conprising

i ndi vi dual'8S"HEFC GG SiRCIElS: 3 characteristics, the characteristics being
sel ectabl e by the investor; 4 determ ning what securities or portfolios
have been purchased by the affinity 5 group; and 6 executing a purchase
of . (i) la pl uraloot x méthsefounffiiigsntdsdhg benpridieeheRiths based

2 creating an affinity group comprising individuals having similar

LI

characteristics, the characteristics being selectable by the investor;

oY

determining what securities or portfolios have been purchased by the affinity
group; and
executing a purchase of: (i) a plurality of securities that have been purchased

by the affinity group, or (ii) a plurality of securities that reflect the risk/return

o0 ~l (@)Y W

characteristics of the portfolios of securities purchased by the affinity group.

1 101. The method for affinity investing according to claim 100, wherein the

o

step of determining what securities or portfolios have been purchased by the affinity

|98

group further comprises the steps of:
soliciting demographic information from a plurality of investors
comprising characteristics of the plurality of investors;

soliciting information relating to what securities have been purchased

~N N

by each of the plurality of investors;



7 by the affinity group, or (ii) a plurality of securities that reflect the
risk/return 8 characteristics of the portfolios of securities purchased by
the affin] p. 1 101. The nethod for affinity investi kg to
claim 100?&%98{68;#” the 2 step of determ ning what securi t?ggﬁggggég?({]f ol i os
have been purchased by the affinity 3 g8oup further conprises the steps of
4 soliciting denographic information froma plurality of investors 5
conpri si n§ char act er i sbiiggthefdetographi¢riaforthitidf iniaé8shISdatbba0bf Ci ti ng
informatign relating t ,vvh?t securities have been purchased 7 by each of
the plurality of 9GMREER Y SHONRALODY 46658 PCTI US99/ 05010 93 8 storing the
denograpigwc i nformati | . dat abase. of. 9 denpgraphi.c
infornatih(?)n; 10 stori%@?Qﬁﬁﬁ%@ﬁ%@%@‘g‘é‘éﬁH%?‘i“&lof‘ﬁ? H’Fr?ﬁ?rﬂ?rg?l‘? 13hqee;
searchablk dat abase; asidciaiahé sbiedGetiRics rTbRShiDRSHEH &E%émbgliagﬁigati on with
t he denogyaphic .12 information; and 13 determning the risk/Teturn

char act eﬁ sti cs 'BOT@AleR;@BEuriti es hel d by 14 such plurality of investors

as indivjdual portfolj Vi SV ach such 5 portfolio as an
i ndi vi duleﬁj ri skiret urdﬁ@?’ggﬁgﬁn sﬁ%’%@%% ‘ﬁt"‘ﬁ?é‘i‘ﬁﬁcﬁ ?fl SERfesecRE] 16

dat abasel4 1 102.sudihnpluraithoflinkestora b individudl BYRibS Sn B RS Rithd'ehch Qug] @i m 101,
further 1125 conpri si %q the step of creating an historical performance out put
for the iPnvest oPorPlioni@s Rt Niluakskisi data poimt &t inqlisiont ingthe smtthablees  of
the affipity grQi%‘J?xba&.”d (ii) the 4 portfolios of each of the plurality of
menbers of the arfinity group as portfolios. 1 103. A nethod for creating a
diversified portfolio of investnents using a 2 series of snmall periodic
paynents conpri %i ng'éhe steps of. 3 soliciting user preference information
froma uder, sail82udBs msthoddpraf8aity investingraceeriding t niaimd0Dhgfumhdri st of

i nvest menpt S sk and.return; 5 creating a portfolio
of inves'L2 ng?]?gﬂ%ggg% SE) doufgcgéraﬁgﬁgélhislkoél aﬁ%etrfé)gnﬁ?cerquéﬁéng?fdﬁe BVEReurn; 7
transmi t 8i noncehengthetpbrbimanet of Mi)ekd SRGESesdT tiRe ABALY ?x!oug,oiml(fiﬁrhé 8
splitting t he Port oljo_qof investnents into its constituent '1nhvestnents;
and portfolios of each of the plurality of members of the affinity group as portfolios.

1 103. A method for creating a diversified portfolio of investments using a

2 series of small periodic payments comprising the steps of:

(U]

soliciting user preference information from a user, said user preference

NN

information including a list of investments, and desired rates of risk and return;
creating a portfolio of investments based on user specified rates of risk and
return;
transmitting the portfolio of investments to a central computer;

splitting the portfolio of investments into its constituent investments; and

O o0 I & W

executing trades to implement the constituent investment where possible,
10 and acting as principle for those investments where an amount to invest 1s not

11 sufficient to purchase a whole unit of the underlying investment.

1 104. The method according to claim 103, further comprising the step of

8]

charging the user an amount independent from a number of constituent trades.

1 105. The method according to claim 104, further comprising the step of

8]

charging the user a subscription rate.



9 executing trades to inplenent the constituent investnent where possible,
10 and acting as principle for those investnents where an anount to invest
is not 1 ffieient to purchase a whole unit of the unde }
i nvest rren%l.os&lﬁmfbs%. The net hod according to claim103, furt Eg?h%?$srofosi ng
the step of 2 charging the user an anogat independent from a nunber of
constituent trades. 1 105. The nmethod according to claim 104, further
conprising the step of 2 charging the user a subscription rate. WO
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further conprising: attomsiodAcFqrding geagiam @’ Ui cogpsisEguAtoaaligallfont h t o
i mpl ement? tdebithged userisiidtsiak @8cH { ’ | ¢& fee.
1 107. The net E%d accordi ng '? gCHcil?lgiﬁ% {fggﬁﬁ ?rﬁ%}ttﬁgérju%egﬁgrﬁ&g?&h%%f%g{%%ngsp of 2
aggr egat i h@nd(tp dgdeqtsr servicefenent s and executing trades in the aggregated 3
investnments. 1 108. The method according to claim 107, further conprising
the step of 2 netting all users' investnents against each other to obtain
a single 1trade im7eamt methb@UESIrARE o Mm 1) rEXRE WoldpfishBGnd sfaglg trade in
each investnent.

2 aggregating all users’ investments and executing trades in the aggregated

-

3 investments.

1 108. The method according to claim 107, further comprisihg the step of

o

netting all users’ investments against each other to obtain a single trade in each

(V%)

investment and then executing the single trade in each investment.



