; DEFGHI e3ezz{t >86nT7~" 16 April 2002 PROXY ASSET DATA PROCESSCR Fi eI d_of
Invent| on The present invention generally relates to syste%A@H 002
integrated software for 5 10 nanagi ng a novel Proxy Asset investnent
vehicle and the institutions necessary to inplenment the Proxy Assets. Mire
particularly, the present invention provides the Proxy Asset Data Processor
capabl e of creating, distributing, managi ng, and naintaining a plurality of
Proxy Assets, linked to account activity in accordance wi th pre-determ ned
criteria, and al so executing trade, issuance and redenption of such Proxy
Assets. BACKGROUND OF | NVENTI ON A Proxy Asset is a new ki nd of security
. that is designed to make effectively 15 20 25 tradabl e i
categories of illiquid assets or clainms on incone flows, asseqmmw"m'mmmm"mm
that are individually difBPROXY ASSERIMTARROCESSQR hol d, or
directly. The Proxy Asset is designed to have a traded market priceswsdat
reflects the true |iquid-market value of the illiquid assets or clains. For
exanpl e, Proxy Assets can be created that all ow people to nmmlﬁmmﬂmmlﬂmmws
in local pRAd ofBivehfiohN @ given city, and allow ng owners o
estate to hedge thelr exposure to real estate risk in that citysgosgs al so
to allowthemto see in the Proxy Asset share price an indicator of real

estate prices ih the city. For another. exampl e Pro n creat ed
to al |l ow peopl gnf Br?sﬁf}te'é‘%e?t}?“cge&F Y 835 105y éS?F?Ze‘ff%% P 185t i onal
i NCOBE OV Ranhsih hehoVBEPRox9 A GONRVEIMBAY Vehi Qb ah@tﬁ’é i@m&meln@césﬁhdﬂe@lge their

own incone risk, and also to see a market price of such a claimas never
before. Timplemgnt thedtfoxeAssats. Mase pertienkarlyy thepresant pasrention provides thequi d

assets an r Ges mapn | b [ Qor, human

capi tal P fost| B B el BB ot Feqeie st BHEC PR BHRE % The basi s
of Proxy rMafriifingephiility off Pestyv Abety linRedl toacdoht SVeRtinyaccsarsk with por at e
st ocks, |nfrequentl traded bonds, ships and alrcraft rare coins, precious

genst onespre-defes gritgpppandyal ?Pa%’feé%'i‘&éfédiadﬁsr\'@???g%“ redgmption lf sushy
t hop gughbppoq(? AssBgse assets, like real estate, are highly illiquid, and are
dif#lCU|t or |np055|ble to hedge using traditional hedging nechanisns. A
Proxy Asset Data Processor g;mmumm*mmmou Proxy Asset 5
Managenment Syste or crea di st i butin i ng,
and nai nt ai ni né F]Wéy Pgﬁﬁﬁﬁllsﬂs %'I‘Pfeseﬁ%"\’\’yoé pijrea‘(,ggg & %ﬁggfeﬁﬁﬁbl e
this fundaagipiabtivtin}ebtoal Rdte ?Iméstfﬁllluﬁﬂd Gﬂe%Maﬁi@oﬁ'm&%Mo&Q%éﬂty i dend
flow of these assets, guaranteei ng paynent of the defined divi dend
managemener eainmthet Iiuyn lngl%dmﬂy \d@ﬂfmltmawnssblem duz boldf ar s¢ll dm@qﬂUg t r ade,

I ssyance e such Pro ssuring
cor 131 - Bt RERCRBh & peenel «F BEve Rt BRPEL PR nboIRR0Y RERHE 2
conf i gur eliqiid-raarked vdlive bhehierilliiid ager ginddnmt druti exgniple, Progy AGses car0
parallel famliar existing assets in appearance and in terns qf the kinds

of conti nbeRerted thafrllav peonle tosmake invesaents, inslogalsreplestiafe in SBIVYLEIti t h,
ggf to of fof ioimh ?v&?eg?of chi 2361 {:até L RES, r%calheﬁo&pgaﬁg% rddlGstatelsisk ﬁsset
a PI‘OCGSSOI’ esl ned Orernrorce a conf ese | npressi ons anong

i nvest or sthabyity, aanldl alicatd il v fenbasice ihuhe Proxis Asst sharerpridecin inlicafoe ofy

Assets essential eguival ence with other assets.
20 real estate prices in the city. For another example, Proxy Assets can be created to

allow people to invest in claims today on shares of the flow of national income over

future years of some country, or to allow people to hedge their own income risk, and

- also to see a market price of such a claim as never before. Thus, as used herein, the
term Proxy Asset pertains to illiquid assets and to claims on income sources, such as
25 human labor or human capital. For still other examples of illiquid assets that may be
the basis of Proxy Assets, we mention privately held or infrequently traded corporate

stocks, infrequently traded bonds, ships and aircraft, rare coins, precious gemstones,



Making otherwise illiquid assets liquid is extrenmely inport N
illiquid 20 markets) investors nmay be stuck with an inordi ni‘?épg}l\gqtogky

exposure to sone illiquid assets and at the sanme tine unable to diversify
their portfolio into other illiquid assets. For exanple, in the market for
single famly hones, people may be excessively exposed to single famly
home price risk in their owm city) unable to hedge this risk by shorting
their citymasidipicds paimings, livesRsk, add thoPslipghbfeds] MhedtOsmBsts] HkeluaPbdig¥e, Ci t i es.
Laws and regul ati ons regarding securities trading are designed to nake a

cl ear di starebighdy ilhavide and sea-diffieylt or impossible toahedgewising raditiendl edging and
options), ! B\\Q/een securities and short sales. Institutions that hold
securities as part of their portfolios may be restricted by charter,
pronouncenent, ArProggMssét DataProcessiaalk ientplBRdfdsqrirtyof £ PieXy Xsdekves or from
maki ng short sales. These restrictions are desjgned_ to guarantee_against
certal n atViaragement Bysfemy and jydesigned Jov repting cisiributing managingopnd =~ 16
April 2002 - I 0 tyue J - I / conmer ci al
real est at%‘ém?%aﬁ‘?géﬁér:rg%t §§‘L’|e{r§" 1 é?{."é“hgggep ‘Jﬁgé\%g&b@g%&f‘gogs‘s%‘%%ﬂ me ordinary
puts and dahdsindmally aew kisd of asteoby ideflhingsandaniataghfy thealiidandifloe éhd Poor' s

I ndex Options. There have been certain 5 swap_arrangenents that investnent
banks makdhefetasgsth suapmiesingRayment of the éFﬂWAfQ‘WE@Pd fRanagatenbRe nany such

swap arra Ik ﬁeﬁm{s t 14N C , . hank
itself isq%gglﬁlh drﬁl%h ??@E.a% e st“gﬁcfé#dﬁéﬂ'g%?ot?ﬁ%egé‘sﬂ %ra?a&g%elﬁ%&s?la
(SPRs, orof sacinomtyy Assats aied therebyr assunssaingdceathint dddingrap iconstrafiite fér maekw@nge
in 1993. Each SPDR is like a 10 security) which is traded on the stock
exchange, PR¥8Sbehind it is an underlying basket of assets, representing the
stocks used to THYPIL AdetsTraReafighraddo SRYIIF-WRP S, %natdﬂﬁgrsﬂhhﬁn% wyerage.
Redenption and issuance rules enforce market price correspondence wth the
mar ket pr iweestors;t thepanalted familiag episting gissess inTéppearanes andhigl terms of theekinds ual
stocks thenselves. Still,, t.he SPDRs are used to cr.eate an.asset  th is 15
Ko a st SLROMEeGiE ol astiist UpH dboresP Ly oBedPoIse fle 35¢ 130Fer | es
to tfwe vakhesihe Fotinpastfaianefal Sé@fdness. TTRe PRIXPEA4LBE Data PradessHeis
"supershares" created at the AVEX sonmewhat earlier also shared this
property. degigned to einfoncectnd eanfirmythiesg) impressions, amenrgninyestotsaby dacilitatingt he

| owa Expeq]!' BE 1 r i i f Nwits i.n the
past. For %&%M? h?hgﬁ%ﬁ Qp?g{%%gﬁi/g%etgl eé%%&@nwg%}?ﬁ% sys? g}%r a
security iassees.eated for every presidential candidate, and it pays $1 if
that person is _elected president. Since anly one person can be el ected
presi dent ,  t he NIP&gE Ahéyds e aéﬁ?fi)hﬁ‘f‘ﬁd%PW'E&&dP’éwﬁé% s\gfgz riliquid
whengyer hubikats dalestb R ma) be BRRE Wik bh 3hordfiatiy #By ekfblard > WrldilGgiai ned
offer prices equal to $1.” 25 See al so, "A Goal-D rected Financi al set
Managemneniass@tssansiiit the\samedimé ypnablb do tdiversifiatheirgportfolio Bateidther illiguidt Jr . |

awar ded patent punber 5, 126, 936 o une@o l?}'ngé and a Systegﬁor t he
Oper at | on 35t ¥onerruomnlp, 1R the market 4oL smele familshhomes, pROPI&MBLLE ang Anel i a
| sl and, aggdeauRe _&qaae@fa siamﬁg, fiote BRce iRk MBI oW cit) SihbleRy -6 16

April 2002 Accordingly, none o prior art satisties the objectives of
t he presehedgathismrisbby shodingotheirsditywsnd mealila$é investinusingle familjichomesdnt i on
as %&iﬂcri bed herei nbel ow. Mdre background information can be found in the
f ol 10Wi ng® é’Ftbeﬁces, the contents of which are incorporated by reference.
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state,”" wth Ka
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30 freely in derivatives or from making short sales. These restrictions are designed to

guarantee against certain abuses, such as taking excessively speculative positions.



OBJECTS AND SUVMARY: OF THE INVENTION It is, therefore, an ob ect, of the
present invention to provide in 20 conbination in a data pr ‘?QPZSystent
structured and configured to manage accounts corresponding to plural Proxy
Assets wherein said Proxy Assets are positions that are |inked by a known
relationship to an underlying substantjye asset so that changes in the

val ue of ‘the underlying asset are reflected by a valuation of said

cor r espondessdiie@¥d AS Skt t?ue ek setfled VIS feomﬁtef&anretah BsthdSitures efaﬂ@&é‘t S
said system conprising: a data input nmeans for collecting data on said

proxy ass# $9%hd storing said Proxy Asset data |n a programred controll ed

dat ab d f ta f
at abase. r ol at G G Edenh dpbyiottng;ordiassoud du daflaits dre pelbdgn: o
val ue i ndt:fdn@escarchea%nﬁ@@waat@mwp&o@ma&@mphuﬁ‘s a@ﬁate 13ve tRas _erthifier eon

periodically -7- 16 April 2002 determi ning a new cash bal ance for each
such 5t hat swhi atrengemengsthal invastineat bmdqstmakesbalwemﬂtﬁﬁebm snd dofntexy Asset ;
di vi dend grQt:es orkfor t aki n han&es in said val ue of said Pr Asset and
provi di ngPAHeS: GEAKS Bt fihsveap arrangements;ty suph, 2wy vi dend

payment . Swhps édmcanQith@id tlej ek iRbIftidBedipSentisk.nvention to provide a Proxy
Asset Data Processor, -in conbination in a Prox%PAsset System for creatrng

and managi ng aTe $tandard and PP@R)Q?PQ%*Q& Becejpts €SPRRs, @e@gmqnéss spiders)mi i ¢

| | d
ol 1 ow | nvetert b AR R RuicRh Slosk Stahtt 2023, B SRR A oo
whenei n sgsdlriky, waehddaaéraﬂBrma&haﬂg} mtbelciﬁ& iPIsOgt anderiying

i nstructions capable of receiving predefined inputs, includin |nd|ces of
asset pri baskgt of asseiserepsesprizng fézsﬂqckaegzct fopeampute fheiS eeéhtdrﬁrtsf %mra sai d

System CO@&HX%bx@&stan ide %éér?% &@t:d\@%@&ugné{‘mem@é m&ﬂ&-‘?h}‘ﬂcgg
i nput data o price I ICGS I one nore unaeriyl ng assets or ata on
i ncones geoméspbrdenoy mﬂettmrmmtk&@mt&@ﬁr&eamdmﬁsg poetfelicc Thensseeohelder

creates 15 and nan Asse h Accounts corresponding tQ said
under | yi n@'ea'g‘géFts‘aﬁg“’Elfsaﬁ ﬁeserre é@ﬁ‘?‘ e Yeiuse tfhcwat%wbwefs@lé&rsn ed
Cash sACCOHRE o8 UnStotURblre R tﬁé‘ﬁna%%irid'cﬁ&e%bﬁbs ﬁPSH’lmﬁ btﬁltﬂ@Q/ﬁ]Jeor each

Proxy Asset, by transferrin un S anong ount s W|t in Conplete

Sets, andot’)yheabaquaqf stocksy spérumm"smldebe Osupexshptest eregtadsatghe shar es
anong Ca% ount g ? W|th t he Cash Account Fornulas; said
account ”hﬁ‘ P 35?5?15 lﬁr%%"ees‘ges and records the issuance and
redenption of @éﬂﬂﬂneécﬁn;ﬁﬂéﬁze@ftrﬁﬁ@(hys%ﬁ@sﬁclﬁﬁﬁﬂﬁﬁuse’ﬂlﬁ the Q¥iwa Asset

Di vidend Generator, wherein said D vidend Generator praovides a dividend

payout t oEnperiraensaloMaskgtsiatrthe Wnivessiey of Mwhe‘@rb@gprmé.mg epatt Aofount s

pur giant r d r

obj th of E’?ﬂ@plgr@s@ (Blr%té\l/e&tnlaoﬁlegto&ptrrg@?{ %{ rrb{l:%&gﬂtgrls lﬁ}regt?? ﬁg%}spr oxy
asset set padsidential vandidat, pid itypays $etif tttdtqiersoﬁﬂpeledadtpreadaat Sificeomtlyor nore

i ndi ces, each proxy of the pr assets set having a proxy asset
account v8n¢ BeIEPR can Bﬁg'éFedcﬂreﬂfl@%yg'&stMn%MFe@s °%ﬂP@M&°ﬂ%g CEFLMNCE| ai e

on 30 theg al
number of SSnatts AhafcyeR $0 fhler Ry ) plARIcRifl LendTRES cBile NN RoRELAT
proxy asseffespracesseqgual tohgl.pr oxy assets set and having a proxy assets set
accqunt val ue ua t S over, all the.pro asset ount vaIu of t he
pro% assets s pmggléﬁffﬁﬁirﬁ ﬁgﬁ ﬁ{qqgge&ngp%te&@sweg@

val ue witg, Nt I one
correspondloggﬂ?l ng'g‘tfﬁ{c#&pﬁgdset o Tc‘)’Irrtlgtr%Frj aﬁ"o%@ﬁ%@?%é@“%é??téfﬁ%ﬁ% t he
proxy assdéae 3KRt1992canda Systemefon\the Opatation af acFinesmalr A esoynt iventedcby

reeval uat i roxy asset .a t | ue cordin ot ount formula
upon oboulPEeRoRIBEE aRd Amelioflazd pad awpidsd oot Bfwber #8588 Pont 5. 1 1 <
anot her 0Wu‘§ﬁ§t gf 16b§ Present invention to provide a nmethod for 10 banking
investnents~in a proxy assets set of two or nore proxy assets that respond
to &80set of one or nore indices, the nethod conprising: naintaining a

dat abase having information i ndi cative of a value for a resources pool , and
information indicative of a particular investor account including a
particul ar investor of a set of investors, a particular proxy asset of the
proxy assets set, and 15 an investor account nunber of proxy asset shares;
sendi ng over a comuni cations link a signal indicative of the value of the
resources pool; and receiving over the communi cations |link a proxy asset
account val ue per share responsive to an index of the set of one or nore

i ndices for each proxy asset of the proxy assets set. 20 It is yet another
object of this invention to provide a nethod for trading on an exchange
shares of @ proxy . assets set of tmo Or nore proxy assets that respond to a

. oy oy .



i ndi ces, each proxy asset of the proxy assets set having a proxy asset
account value and a nunber of proxy asset shares representing equal clains
on the proxy asset account value, the proxy asset set having a total nunber
of shares equal to a sumover the proxy assets set of the nunber of proxy
asset shares and having a 5 proxy assets.get account val ue eg@abritZD02 sum
over the proxy assets set of the proxy asset account value, the nethod
conpri sing: receivi e l; LYl of an
“ndex of the st of sy Sl R b REVLSTaRi R cul BEERNI T P
according to amRaREKMnd AbRRIsRowE IROBALY SrehiBrdsher WRl URreRfiod RS deldisedand a
constraint on the proxy assets set account value by the 10 val ue of the
resour ces pool hemaibdlosw aMoaé ibagkgreurdd rimfoematioan cais cher f@nnde infthedohowingnt of
a plurality of predetermined events. It is yet a further object of this
i nvention to prefetedecsathegententsiodwhinhoare dicatpozated by yeferssest set of two or
nore proxy assets that respond to a set of one or nore indices, each proxy
asset of the proxy assets set having a proxy asset account 15 value and a
nunber of proxy asset shares, thgdprox asset set having a total nunber of
X

shares equal to a siridd.drase.HRobsridx phidles end Adlan NofWeiss " dased Fptuesy
asset shares and having a proxy assets s count val ue al t sum
over the proxy assets selan@pppﬁgs); g 17 %été@ouW{tg&éF@%QSﬁé‘ngfg{aém
conprising a network; a E\?W%léseﬁoﬁrﬁﬁdo%%ﬁf&% %g%gl%ﬂﬁ%ﬁ%rt@%.he networ k,
said conmputer 20 readabl & nediumstorrng a vat ue ot a resources pool and a
nunber of shares of each proxy asset for each investor of a set of

i nvestors; one or nore bank processors connected to the network configured

to conputephe val “?{o%@ﬂhﬁesﬂiﬁéogk{l%c?ﬁ NQRbets: Fat SLilindliohS BF Managi ets

set processors configured for eV ating a proxy asset accoun e~as a
function of at |east one SeektyasIAREHsNFEodpomdRisI ORI eUnRersafe PRIss,NOr e

i ndi ces, and for constraining the proxy assets set account value by the

val ue of the resources pdnifordiEnglandy@llamndaenr $dres) D¥f3ect of this invention
to provide an apparatus for banking investnents in a proxy assets set of
two or nore proxy assets that respond to a set of one or nore indices, the
apparatus conprising a conputer 30 readable nmedium for storing information
i ndi cative of a val lRebtwd. Shitlesandr A N. Welds, “Hdiie Agnity [1X0eihcpd Natioaxid
information_indicative of a particular investor account including a
particul ar 1Pnvest or of a Biaugy Eopgemicy Workingdapen, d894r proxy asset of the
proxy assets set, and an investor account nunber of proxy asset shares, and
one or nore processors connected to the conmputer readable nedium the one
or nore 5 processors cofgyedRiaND SENMMAYEY GF F VERHTON |1 nk a signal
i ndi cative of the vaIue_U#g%hE‘TE3UUTC€§‘pUUTT“a%gyyg¥ETVE—UVer t he

comuni cations link a proxy asset account val ue per share responsive to an
i ndex of the set of one or nore indices for each proxy asset of the proxy
assets set. It is yét ia therethes abjobjact off thd Pprésenterinvemion otqprpyevide ian
apparatus for 10 trading on_an exchange shares of a proxy. assets set of two
or nore préRy S8Wanatipndn ardats, preessings sysiam strugtHesdoandnepridigursg; edanaggch

proxy asset of _the. prox sset s, se .0 roxy. asset.account val ue and
a nunber of pr 3>E<cy°uggss‘g i egﬁ%nr rig toapguﬁ%a%re ? ‘%%gts pvly e)%?/massaéde? et ‘QS?eYSt Ae pr oxy
asset account vygliHensahaNfARY! By §94BWnNQlaBioN@lip %o Ah hdERPIAE wBSaRAR! . the

apparatus conprising a display device; and one or 15 nore processors
connected to thssedissphatyclddpéscs thichealodof ahe nmdalying aess @ks refluefddgby @d t o
present on the display device a conplete set of shares of the proxy assets
set anong one oelugber 0bsdid correspondingdrexiateset By shiféing cashybetween thesEash
wherein a ggnplete set.gatisfies a certain.conditio? an?ng,sh res of, the
proxy assefs sétccous pqid;systen comprigingha datgippuimesns doy colleqiingdaty gnisgid

provide an appg%(gfr\{g%sfegm{aag%gbg%a% BEGY ARRP Chate i aoérggﬁﬁmﬁéd TBhFoIRldO*Y

assets that re 0 a se one or re 1 ndices, proxy asset of
the proxy assetggiapsle; Raydd Prite i heddS €r RCEQHY si@ddB ABA SidWaRBhseOf
proxy asset shares representing equal clains on the proxy asset account
val ue, the proxslatgsed sarl Phoxy Agsed dndt adcessinid elataofelstimpyr as a2bala¢ladiciao a
sum over the proxy assets set of the nunber of proxy asset shares and
havi ng a proxy cagewosdisgt taceadinsubstantive eagsell and Dasedim thorsent perigiently
assets set of the proxy asset account value, the apparatus conprising a
conput er readable mediumfor storing a value of a resources pool and a
val ue of an index of the set of indices; and one or nore processors
connected to the conputer readable 30 nedium the one or nore processors
configured to evaluate a proxy asset account - 8c - 16 April 2002 val ue
according to an account formnula responsive to the value of the index and a

T T ey . o - - [T R Y




It is yet a further object of this invention to provide a conputer program
product for trading on an exchange shares of a proxy assets set of two or
nore proxy assets that respond to a set of one or nore indices, each proxy
asset of the 20 proxy assets set having a proxy asset account value and a
nunber of proxy asset shares, a sum over -The proxy asset set 1®AptilEOORr oxy
asset account value substantially equaling a value of a resources pool, the

conput er progr IS I i :
nmp prog ﬁ@?engxél‘ﬂgi#qt %63799%% .b%laﬂ?eoﬁ)r(é%ﬁ)é{fcﬁ thedt BROBE LadtBidiatHec ARG is

instructions stor iumTor causling one or NDre processors to
present on a diufHaayedI 6l k4@ FroLP MRER! Bividind Ro&sscrRF @skifd chdipepliwXyidasset s
set anong one or nore offers to trade shares of the proxy assets set;

wher ei n a conplhvalue of edid PadxysAssesaml mrevidaign wourd icbimmensurategwvishn saié shafget he
proxy assets set. It is yet a further object of this invention to provide a
conput er pr ogr #nhgfauet dividendpdanintg a proxy asset set of two or nore

S R TR e T )
t I : [ | ai
account val ue @F&eé’soﬂqﬁ%ﬁlbﬂfafleﬁ %%(@&%fkss%?@gﬁémrt%%ﬁagf% hﬂ&nﬁﬂg@gg% al s

on the proxy asset account val ue, oxy asset set ng at number
of shares equablualit} of PRXIVAEsetsNYhDhGXY s@&wSiEbS thaidic &NinpUulirid adselr oXy
assets shares and having a proxy assets set account value equal to a sum
over the proxyobpesmesly wmandabie clhenpomingoms aad alow dnvestivalt irethetdtleereiseput er
program product conprising a conputer readable nmediumfor storing a val ue
of a resourcesilhawd agsis &7 viaime off ingpmpnybereny saithdrawt Asseti Patp Fsecessid

instructiopns stored on the conputer readabl meFIi um.causi n pne, ar re
pr ocessor 5160 g%?i‘f St FOF AR H?E@‘Etloéléc _ le, oF &ce¥gy Bf‘%ﬁ "E"Eﬁl dﬂpLgI%)count
formula r esDO”%chﬁiiﬁ%il?%i;b%\s/ gf"%éeé@tb@ricejoq ihd¥nd @Q?&‘t R0 s FRHL FRAofi e

proxy assets set acc the valué of a resources pool, sal

eval uating per tiga/mestd UP@fend GOHIpHEINGE PRdxyE AGBeteXEdun® Mahapbiirsald aneger
predeterm ned events. It is yet a further object of this invention to

provi de a si gnatceivimginputsdatoon poce indivks fig onave stare nhderlymgassetoxy das et s set
of two or nore_proxy assets that 15 respond to a set of one or nore

i ndi ces, the sil§REes gengiatad B 0BR OE BB INPINE sauIses: said AcoRInE MaBRSAr CERRLSSi t ti ng
signals; si gnal sdt ransm’Ptted onhﬁhs?le%arri er wave inditcat.i ve 05 .a_val Je for
a resour ced? po8hd MEPRRTS PLOXS AREHF PP ICHRNB£QTEROPARE 16,50 UAACHYIRE PPEB0r a
particul ar i nV%ﬂ:ﬁ'ﬂm?BﬁQH&ﬁné, R lak'éé)'cﬁg%)ﬁ‘ vﬂﬁf B e(-:s')'élea'ﬁe!i SR Lot lg)rﬁl%ias()f
investors, a particular proxy asset of the proxy assets set, and an
investor 20 acdefiihg nhebendedllyingr @ayh ass@uns halaase BRCeash gPRIXS NES iyt t ed
on the carrier wave indicative of instructions to cause one or nore
processors to $ensfemingfuadseoramgriiashtAcsounts mithinaCeingletd St dind dyiallecasingt he

val ue of the resource ool ; and_receive ove he conmmuni_cations |ink
signal s i ndi caPfafee ?raglpﬁész@ sSembleics Seift Oéé}"ﬂés ﬁ@?or@hgﬁg’l AESpEMSi e to

an i ndex of,th e, l.ndi for e 2 ro a f. the
pr oxy asse?% SE?C%?#%HQ% s‘%yggttgéz’a qggfét%%ac;&ggﬁj%gg{l&g’ ?éﬁn sac?(r)]l\f/hén fyt%aﬁ%f g{lrpt)l?%vi de a
signal transm $gi@hte, Proddsadi dnd reébrad tHRXSHANGLaRNAESpAbn Bf PoMplet@Segt s set
of two or nore proxy assets that respond to a set of one or nore indices,
each proxy assef Rebxy asqas Ghidress ard Progt Asasti Diyiderdr Geyerawsetvhaetouyaid val ue
and a nunber of proxy asset shares, 30 a sumover the proxy asset set of

t he proxy asseDiwdensiFensraton proyidestaadividgnd payout tgdoldenssoinggtd Proxgossegual i ng
a value of a resources popl, the signal transm ssion c risi carrier
wave for transiicft Fwsg&ljﬁ%g Q?Qhﬁac nEnRreuant kha ﬁf?‘f@&ﬁj’t‘}ﬂ ]i)lﬁéﬂggi)tai”‘é‘%t wave
i ndi cative gf iFBﬁﬂﬁlHCti ons for causing one or nore processors to present on
a di spl ay %evi ce a conplete set of shares of the proxy assets set anpbng one
or more 5 offers tojg [sagRtfhabpst OF thHraeRAXnvesEst fo pRIvideVd e nRithb® for
conplete set satisfies a certain condition anong shares of the proxy assets
set. It is yet peoviding herroxgbgssettsepdf twai 6r mobxeeproky asses thataesphads tea getadf
transm ssion for managi.ng_ a proxy asset set of two or npre proxy assets
that respond t @n@os@mpreondisas cagh ProKe assatiplcthe praxydssqly sk lawse emrofy ashd pr oxy
assets set havi n(g) a %on %O asset account valhue and a numnber ojﬂh%%oxy
asset shares r@fP¥8k P‘?lén GUNMOET QF REOXY PSP ShES KSPrescuung 544l ¢ &ue,

t he proxy se hawi I e er the
proxy asectd s ap{ fehcluh Vatle MUTRRL et UNGRARUEh ol SERRKT
assets set account value equal to a sumover the proxy assets set of the
proxy asset account value, the signal transm ssion conprising a 15 carrier
wave for transmitting signals; signals transmtted on the carrier wave

i ndi cative of a value of a resources pool and a value of an index of the
set of indices; and signals transmtted on the carrier wave indicative of

o, S o v . oy



FIG 2 is a relational block diagram depicting the Proxy Asset Account
Manager; FIG 3 provides a functional block diagramof the conputer

har dwar e avail able to practice the invention; 5 FIG 4 provides a logic
fl ow di agram for the Proxy Asset Cenerator; FIG 5 provides a logic flow
di agram for the Account Manager; FIG 6 p8ovides a |ogic fl o8 Aprdigoapn for
the Dividend CGenerator; FIG 7 is a logic flow chart depicting the Proxy

Asset Order Pr i&ﬁ’g{; gir)é su §Fer 81 Iilge @%rhﬁ&icff Jr{»@é‘%%@tasrhtarés'dh QZ%%%%Y R8st Iset

enbodi ment of oxy Asset adi ng, nce an ion System
and FIG 9 is gnd Bhvahg agﬂbxyola@@is St agioa JAR¢ efhdlGo taheinPo0Xy alfgieproRyindl e
Manager . 16 April 2002 -9 DETAI LED DESCRI PTI OF THE | NVENTI First)
briefly in oveasseteawcotrievabues odrthe proxgressais sétsthdi method domprisingodefinitgy axy
Asset System operated by a System Proprietor responsible for inplenenting
and managi ng aPi§¥p@psebacopppiNalueswith @ pradesermjuadaecmns fonmutley FespansiveRed t o

various 5 ci]Jlary information sources and outlets, .vja co ni cations
ke ot Gt nisaseie AEeatingdnde $1aB8 SR dPkios ek indictsCPIAT B hEe « he
systemis accessibl r tsl i I i and
pre-defined wagl% x ﬁgse&f%éifg&@gtv Q@f/g#’ea?nk]?ge io%ﬁ%%%gdi Ogiiaagh rg%o{(a;ﬁg Rgget

Dat a Processor theffody NsedcrouR daRRMHctSldirtothé h&ouNfolmilaQRhdct@fencei t h
this criterion well 10 understood by participants. The Proxy Asset Data
Processor i ncl ofieesh avéitoX g pAssliy ofipcdeatermivied agents.and a Proxy Asset Divi dend
Generator. In addition, the Proxy Asset System preferably includes a

Tradi ng, |ssuance aHdisREWERHtbiRet Qf sthe Areseat inverdon de papidde aomethod o oner

orders to y and.sell, including market order limt ' orders an
poss! bl y olther BYREHsatnIso P 8rbro%) 4SierE it oy, ol hose P RT s St ng 15
exi sting ProxyreQssRE 105§ 3EST fe éxsnﬁer”iﬂdféEs,rtﬁé’%?e@ﬁd?ﬂcd?ﬁﬂﬁng‘?\%ﬁaﬁhtaﬁﬁ?gr gs 1IN
Conpl ete Sets, here defined, as needed. The stored programm ng i nplenents a
Cash Account Fdatahdse, havhet idefmation indieathed aficesalua foha féasdrcéic povintandand a
D vidend Payout Formula for each Proxy Asset, to be discussed here bel ow
The pool ed r esByiprEmsion gndigptivecgl g paiswat IngSoR;ascound iggluding, & marticylagst ed
in sone asset SinV(SesL{Ch ﬁssertr%?cla egto mar kﬁt '1nstrumentsoig an_inv

C

T OL.a ors, a.p. ar pro asset l'lljey TOX asse?St gent
manager, or separa?e rrmexter nasl’ t8 {CHG ysxlyem éra te IZGC?Sﬁ ralelfin as

the Bank Tig Bankidv@Ref t Scdofint Nfunit @M BB | &k&r dhhRsyadew8ingf dvee Rool ed
resources, and the System Proprietor tracks the separate Cash Accounts for
t he Proxy Assetanmuhicetiorsrlénkcé aignsl indicaties phtheedideunftithe iresouives Bank .andhe
underlying criteria for account processing are publically distributed to
insure 25 corrp'feéf"é“f%&w%wréé@éowuﬁé‘}aflp’&% BhRsPIORY apsst peOuRt Malng ST sh¥Rg cash
accounts w thi . Pr . The | : i [-e
present a sing éq'i) %?B‘Eytgﬁlsl??égég@é%w&e%%ﬁﬁﬁ %Mﬁ;ﬁ?{?gé k%{%g%g{?gﬁgfagsﬁgfmr e
than one such gygren)asea@sketoperating at different institutions run by
different System Proprietors. 16 April 2002 - to Turning to an exenplary
Proxy Asse?0 Syst em Itipyetrapathengbjeettof ghisrinvention totpmevife amethuslisfer rading oneal
estate in a given city for a_given base year. These two Proxy. Assets are
referred to asaraﬁX%ﬁnvr%aagﬁS@ig@Ewn%fsqs fhal 1¥P QK PORSRIGKY a3NES B#tPWOBE each

form ng what w | I apl.e l.sO I Jrst 5
P oxy Asset, 15t B sy Rl PRy e ey 58 o KORBRL Al b B o
i's adj usted bypidh¢ a¥cta8Pounk YRlueSndra AGABEIMEtokP asselaleH\aCRM bvEOBEU! 2
that specifies that it contains, at regular intervals (e.g., quarterly), a
bal ance propor pioapaksct settdfehe paiky asteahecopni vdud substanfiaty ¢dualigg uenlubade year
for that city, and investors ("shareholders") in that Proxy Asset receive a
regul ar Di 28 depdesauress Bo¢lgtheangthadcanprisiespresayipgto pataden acampletesgsdlif i es a
di vi dend payout, equ to a constant, predeterm ned,. . payout rate tinmes the
bal ance i n { heShEESHOLLERIREY BERISEhBRANBETE 6 (HEEE WSS b HAdF et B0 an

upper limt. T e Pr. set . Account
bal ance per sh &g§t%§%}9isg{’g‘g%{?ré§c%()cp g’&’ni%ge ?gt%tghgéh%ﬁﬁ%@%ﬁo& to
equal the conbipess Jfah@per§ aidRtstpe Cash Accounts for both Up and 15 Down
Proxy Asset per share minuS the balance in the Up Proxy Asset Cash Account
per share. Its D vi tldnd fidayawbjdeoofithisindeditiongs provdde/ a dexticbdefgrialanaging he
payout rate tinmes the balance in that account, so long as that balance is
positive, 3hd AWKYeaweshesel efgwarPruppreProaugets Thas respenéd fa p setquffanged meyet hat
all dividends payouts are always feasible: the sumof the D vidend Payout
Forrmul as for an up share and a



20 down share is always | ess than the conbi ned bal ances per share in the
two accounts in the Bank, by construction. Accordingly) buying shares in
the Up Proxy Asset corresponds to investing inthe illiquid real estate
itself; the Proxy Asset is, however) liquid. Mreover, shares in the Up
Proxy Asset have the | ook and feel of an8-dinary investnent16Apm@d02hey 25
confer on the investor a claimon the Cash Account which "backs" the Proxy

poset, Lher eby ROULA g A oL EOEP ! frofREs DIMENRLORY ST atloRE BROCL

| nvestnents in a ess clearly~an ous to existing
investments. Opgudbihh nGbbr & 5TBRY BsskisHARS rOprebdhEifly @51 QERMS ohQhépieyt fol i o
consisting of a short position in real estate and al so the margi n account
bal ance for t hadsetsdvoount pakies the proxByassdiisst 180irnigrd ®tqd metnber ofishares etjind tagset s
are created when the index is at 100, we may say that the margi n account
has an initi al SHROYFHhereoDassets sethelr the mambenel prayoastsl shareyand/havieg a 16
April 2002 _ Federal Reserve regul ations, for conventf'lonal short %o(?tj%\ieons,
nin

the higher I ni Pi&Y YTt PeEvaTer Siahio 2 SUBRANSF JRRBFIXY AT £

hedgi ng vehi cl it t ' I j dri r 0,
then the Pr oxyg leWge{&g y%{%{rhmc? %lgltg’e?%ng{vsft %&‘g?‘@i}&gﬁ% E’ércfce)iv;?/n adsgélégvr&fia an
index that is AdBurcés odlEMREIVIIESLVAMBALS ah SEIEXNEF thO st dMPindicesi bvERing’aOXY
Assets at i 00. Investors may then redeemtheir original Proxy Assets and
pur chase t hosepmixy hassdteacnewnt rvahes ecopeding tGiancaccoing foomnlaPresponsidestet thdoes
not invol ve margli ncalls at all and resenbles an asset, it is better to
regard it as avdunabthenndsy gndregonsirain oRethe Prasyi asbeds sefaaccomit esluetbyniheh

[ f ti.ci ts to hedge,thej i SkS. I d ith
ore ger| el obfit B PrR Ry S hebltAE DB S HERs et B
Propri etor hase\‘}%ﬂgo%blsrﬁﬁaﬂﬂyEﬁﬁxﬁhétﬁ%ne&'-@@enis‘.rSt is to create the Proxy

Assets and distribute ares ese assets, like the Up-Down Proxy Assets
described in the exmnpi& axaAH&, objdtt 8f aYint&rionab pRWedd 4 SRIHPIFPISFidingaccess
and paynment of a market price for the Proxy Assets, and to allow redenption
of shares. Theapaxyradset Setadpwo tor moreo broay aswss theerespandithe sekafiplesorabaree, t he
managenent of a Cash Account for each Proxy Asset that is linked to the
Cash Accounts BHiGsheach mrexy assgk et thej proky 8Sseiss st hayiig & eraxyatssetrasceMiinges
in the val of .the underlying.assets agre trapslated into changes jn,Cash
account ' baltncedte gt Bmiat PR et Patealer BP<giosH 5k FRORE dolile
owners of the i tj | uance
and Redenpti onﬁl%;ﬁlé%éedr%]%ﬁis%s% t EOE%F@%P%{@S}%(# Sgégs %&fo ggﬁ}irl@%gf g?RIIeO§ ystem
As in the exanpdset sharaind dacigRrsrsyy Asestsenhdcbim Yaig &uakio AsgRlovaygkeem has
a prespecified Cash Account Formul a that del anes how nmuch is in its Cash
Account per shprogyaassesacht pbithe podxyt aseet aTémwe vRluex yheAsgsiers ey isingash

Account Fornul as sumidentical Iaa/ 0 tg,e conbi ned cash val g(es per share in
the Cash 25 AcBYWRHS dceAmRIETIR %kelf medizm cengec 6&3%%{9 > ISHtIOEPER Wi | |

be call ed Coppl.etie S f. Prox S i | ong @s.all . Prox ts are
part of Co?ropl ef%d%é & egiungrs %’%Vgﬁz‘é@?es%%rﬁ%sﬁafcte ngola@\ﬁa@guraégrsiyfb@é? oor% all
Proxy Assets tgydiepok@alsed PHCACH hatestoCofPh QXY ofSaRIstdrRt SnPbP GEGE Bankan

al ways adhere to t%e sh Account Fornul as defining the Proxy Assets's

bal ances wi t hopiocédsoni cugnected ad thasbtwdrkhwnéigory tel son@fle hke valierafctheons on
the kinds of Conplete Sets for which share redenptions or new share issues
wi || be gener atesgurpesPposly andsertes onimdre quoxy ssets aetdprogelserseepnfiguredefor 16
April 2002 -12 Proxiy Asset Data Processfgr OQJP{ jndgorrpl ete Sets, sq. that
the Cash AccoufYelilingRduexyassriacaoyy velng aadhncionnl ot lepshangicarratnenting

di vi dends n e o I o i . | a.
Ve can ol 0 1y aaoT U wa 05 one B A ROHEREE Bl b ol e B O ReE
mat hemat i cal t gédfint Vafle B4Sthe Fhlue BT tHeltEsdupdedpoyal ue of all pool ed Cash
Accounts for a given baséeé year in the Bank at tine t. Call St the nunber of
shares of all ProxyltAssgitsa furthehebjys beithis Thvehtioh e pravide apnedppatudisefor
averagi ng over the entire systemw th that base year is VAS' though

i ndi vi dual Pr okgnkieg divssient i eHRroxy S5 #etl of HEQ ordnpicepreny asagtsidbat The

Proxy Asset Data Processor allows free |.ssugnce of new 10,shares and
redenption of é%éP%‘HO 19g3 ShaPe8n&PT Hifye ﬂ‘?“rﬁeestt ARAT ALY CUBPLIYINg, 3t CHMPUIRTSt ur b

Y~ Sr Th wh i:S i i too i f
S o0, RAABBRS R Qe BB R gy SRAURS N MR lop ' hIRER 20
that after issuance there



will be St+s, shares and the total value after the issuance will be Y, +

Y~S~JS,. It follows that the value per share after issuance wll be
(Yr+Y~S~S~) I (S~+sr) which 15 equals Y fS" the sane as it was before the
i ssuance. Note that in general the individual shares will not be issued or

redeemed at price Y,IS" nor will the undegdying cash val ue atgApit290Ror
each share contain that anmount. The Cash Account Formula for each Proxy

Asset speci fi eﬁo&?%@“ﬁﬁr@ﬁéo%cd%ﬁgo&né f%ﬂ%ﬂrqﬁv&%r SR gﬂLued'ir%gH! ar

intervals such as quarter In terns of some neasure of v i ncome

of underlying RiisylaAuBREer ofS Weldf iatestdis,! £paBicOfar Yré:Shagedopasspioky ot her
econom ¢ variables such as inflation or interest rates. A Conplete Set is a

set of n shar esssefs sbt; and/ariswester agoimtinatbet bEproxyraset Basds, Aelanendr rharenul as
for the Cash Accounts per share equals nY~Sr Thus, so Iongﬁhas t he shares
conpri se a Conplosesosetoriee§d diondhe sompater gieadable degdivim; jthhonezer g can

be i d d dt th it t affecti.ng. Yf 16 i.I 2002 -13
be T scued of [ eisered Logeihar, W bout ot Locling XIS SRl 2000 13
out as a divi dﬂ#é% r%?%?oﬁ@&%oh%{ﬁgp&relv% vEPthB‘ngéa@?J&ﬁBHsaﬁ?f elio gﬁr&égAsset

as a function ot the balance Int r oxy Set ccoun har e,

and possibly agssat Ad¢8Ght RiluOperdhBR redgdmiveStiCdh mdex BF @icesdt of € or ahéket he
rate of inflation, and 5 possibly as a function of the bal ances in Cash

Accounts that belieadorteach hmxsaswet Ghilp lpedxy aSsdts sethe Di vi dend Payout Fornul a
must be specified so that dividend paynents are al ways feasible gi ven the
bal ances in the CasH i&cyebinfustherigbicst pk this invastipR dptprevide ¢ dnparatussiirng and

d i only i h hat th | h , i
over the el B8 eh i wEhika RhURY eb Brory oS atufiSoSHinE nei ek
Account bal anca.'ﬁlt 33&5&#0"4 gy Gr ﬁn%’"hlg Jrrl&ehi‘ﬂaicQ? eBE}PEI%:ig%gseft bP megggx ass

; S
i nfl uenced by the cisions of o Investors t sue or r m ellhe Cash

Account for eagdt haViagy pheSPissOaRcABN Ohlak aRd b ROEMEr of hroRY assel dhal¥sOXYursset
hol ders recei ve dividends equal to the anpbunts in their asset val ue account

at the divi dendvetghe piaxiy awsed a¢teofitherpoxy apsy ectouhtredlae subsfantialy eguatihg a
D vidend 15 Payout Formula, generally, the sane, payout factor applied to
al | Proxy Asseltalupghageuisgs Rol; thsl apperagiscompsisingsy display dededmmd angeor

account ba ance is used by the s §te t getgrm' ne whet her _offers to buy or
sel | can biS oeMYE AL coneatd o i, dimnlay, dole b Pe S8 Jumist PgRes ol d

P Asset s. ' is j

roxy Assets. [fifdred @%rﬁ%ﬁf&ﬁhe% @ev’ufse ﬁ&eﬁ{ [dedet Gf%%sq{ﬁﬁégﬁazy cash

information relevant to't eval uation o roxy 20 sets;
Account bal ancessemysebaniodfesiecsr hor@dffehetcaade Ydrele obfthd Proxiynassss et , and

t hus | ends substance to the otherw se anorphous securities. Two
illustrative tahhreinesompigit o¢t sakisfidssa oertrie candltior dmopg isbares of Fheopyoxy
assets set.

20 It is yet a further object of this invention to provide an apparatus for
managing a proxy asset set of two or more proxy assets that respond to a set of
one or more indices, each proxy asset of the proxy assets set having a proxy asset
account value and a number of proxy asset shares representing equal claims on
the proxy asset account value, the proxy asset set having a total number of shares

25  equal to a sum over the proxy assets set of the number of proxy asset shares and
having a proxy assets set account value equal to a sum over the proxy assets set
of the proxy asset account value, the apparatus comprising a computer readable
medium for storing a value of a resources pool and a value of an index of the set

of indices; and one or more processors connected to the computer readable

30 medium, the one or more processors configured to evaluate a proxy asset account



Assets. The first technique involves issuing Conplete Sets of Proxy Assets
to brokers by conventional underwiting nmethods, just as new shares in
corporations are 25 issued today. Brokers who buy the Conplete Sets wl|

t hen have the burden of selling off the elenents of the Conplete Sets to
clients as best they can, |eaving the prdd-em of finding cust®Apnl002r the
el ements of the Conplete Sets to the brokers. Moreover, brokers can redeem

the Conplete : i . |l ete
Set's, _and subm 1 A THEKL 5 aRonOpRUsadRhA: RIE JALERI{EY ind3E ol AP
2002 -14 The sesmtidint 6f i fofy pssewsi sdescchbiit valuel Byt &g vahredf Trrasbuigs poskuance,
and Redenption Systeminplenented by the System Proprietor, (possibly with

t he parti ci pat sayh evhluating xpesfiormed eipenteagnirencer atiicach sysiteof) at platalitolofes t he
probl em of finding Conplete Sets for the brokers, and also allows trading

of existing sheiedeterminedeyspds. proxy Asset shares are traded on the trading
system descti bed here art.icipants in,the system (e.g., brokers and

possi bly & i vi dual Ly YEG st 8BSt el Bvinfphap reefinneaRp SAERER ) | he
form of either ﬁdﬁ@trfﬁ%ar@c‘ix‘iﬁ‘%vé%ﬂe&wn Qgro% laksefd seRBY ti éncxﬁbﬁ

Dt
order (to buy g\t a price at” or below a givén price or to seeﬁ{rgfyggsglrsice at
or above a gi vehat @éég@@d to angkt sTSGed by nird @fidikésh dise @of)mﬁﬁtéﬁﬁaﬁogrﬂihepr&&lidtem

wi |l manage 10 the buy or sell orders partly as do other existing trading
syst ens t oday: comptisieg e asepufer [réadableanetting, for stoning |infoematidn indicativt ohes,

sell Iimt orders that are at or_below buy lim¢t orders for, sjngle Proxy
Assets, and cl ¥albe fpletresouregs nook| Y iafupiatien ddicaiivesed] 3 partigalas nyestot her

Compi ot o S oftesBib, Fentrd BTl YnRhlf F o BTty o BPticflBMkc 75 °
corbi ned val uegsef of fife gft%,?gga%g&@é&t, 2n@ fant PGebOXkoMFS Rirdert &ie?rgkgﬁaggtder S

w |l be executed by cre new Conpl ete Set of Proxy Asse

crediting the pipacessl ohsthittional Sored bhS thROBemPArEN fatlghle meliant, heaifash
Accounts in anmpunts corresponding to the balances currently in the
account s. Whenisanctipnsdor cdusingl dneooramors pracesbers fiogend oveata eoommiications a
Conpl ete Set of, Proxy Assets, at conbined 20 prices at or below the

conbi ned val ueLmlE)P signel mdagatixg obthe QaR'& og the rerauRsps moek ad reqerts oMEr e der s

wi |l be exgecut redeemn n | et t _of Prax tS nd.
Cransterrt o o Fempip BB TR AoL BReCASaT balls et ke AR ABingers 1
amount s cor r esgpidisBithfidhe b PR ANGS forCUER ﬁr’&k& ¥sdeloft thE 8&&9%{&535&.0 the
sell ers. Wien such Conplete Sets are discovered anong buy or sell orders)

it means that it isltfiegsi Hifietied oBfeceoterhist iavédimnad pesvitky a icomparre @raghahh or
redenption without having any effect on the System Proprietors' ability to
keep asset bal aﬁ@egt@rtrtaamgromm erechangreshiargseqf Hproxhids©is set Af 4w vr Benul a)
and the execution will th one au{.omati cal | The Tradin ance,

be d V.. ,
and Redenpt | onPER ST GabesrndRAser of PIF o Mereilioes Seehmexy At & e hough
it hol t f t [ 1
Ui ven bosee®) ptdi¥ s atingla i BB AOIANR Ml hyfihe? 4 Brofy TRV )

April 2002 -15sKhrésl%a Gth boeKdldpsoxyehssdt -set 08! AT Pidxy Oasdétt LA vhlugdi Ng
techni ques) the contents of which are incorporated by reference. It is

possi bl e i n soswbstanpibidyrequiadihg analuefoftahesoiresdipogl, thessanamuter) pragrdmRsrddugit | on
Systemthat the System Proprietor is not the only exchange) or even the 5
pri mary exchang@mpusingaicemppies readpbleimegivmoand instsuations pteradroiuidg mefiivies on

the systemmay_.be li.mted to issuance and re%te tionl) r limted to (iertain
Limes, such as RESEE A5 ORMOs BOSTAIS S PresFH el 4ipley dryige f PBBISSFTand
State 1 egubat i AnSharlsAAhE Qb SSUARS el b TRUSE nicth B (L ShiDT the

securities exchanges. parate aspect Pnvolves the creation o r oxy
Asset Bundl es, piyx§Uisétd seff whdleilr 9 Xxpmpiaetsst thirfiesaycdRid castidoanngundl e

even if the individual conponents do not trade individually. Under this
approach, the shstsoitheptoagmsdess sehe di smant | i ng
It is yet a further object of this invention to provide a computer program
product for managing a proxy asset set of two or more proxy assets that respond

30 to a set of one or more indices, each proxy asset of the proxy assets set having a



of the Proxy Asset bundl es under select circunstances. The bundling and
dismantling will be illustrated bel ow. EXAMPLE |: UP-DOMN PROXY ASSETS 15
Applying the above structure to a real estate exanple, two Proxy Assets are
established for each city (and associ ated base year) to be managed by the
system one (the Up Proxy Asset for a |loifposition in real t&Aptl€008 t hat
city, and the other (the Down Proxy Asset) for a short, or reciprocal

posi tion, in tBexGiakir aluildite HHPPRAFALENGH prdhie Rsstiihafds QipretBAE Bqhr i s
base year were fifst issued in that base 20 'yedr, the honme price |(rl1dex was
scal ed so t hat claliss ormthe preguike dcddt vdlas thapdxy Asset s6t havihg Gasthl Aasisnt s
for both the Up Proxy Asset and the Down Proxy Assets originally contained
$100. The Cashogwmsraquidioradum puer theiprayy aeseix yet/Af sk nambeyudimrexy gssets
intervals after that is just the price index: 25 Up Cash Account bal ance
per share end HRIeARNBYING ARIRRY BYSEISSC 3rgeunt vrlie agdal{o AuBLaYer Hhe PROKY f or
t he Down Proxy Asset Account bal anc r -,Share, that determ.nes its
Cash Accourt baFERcst G PengoRy Hose s B0RF b, ¥ i Bomer ek PRI S o
end of quarter .5 t I 7 } i X.

To Apri 2002 SR & o R e o 8 oL oe: Rehe TP B oy
Asset Cash Accanthh adleadf andhddshef éiedsafofOindicegrardd eeuradtionk eorbda ei ce
index at time t) I" and the Down Proxy Asset Cash Account bal ance equal s
2Y~S~ Ir) Tr ansdrepuehrendaiia medaina causing encaptempredproeessdrs qa avalsatetoprssur e
that at the end of each arter these Cash 5 Account Forpul as. are
satisfied. Thu@sselgccpw yafeaccpudingtp %afe%@nbgg@utéer&ﬁp%ﬁwei tg the,akio of

(reflecting,an,increase in real. estat rices since the has ear hen t he
tinder | y1 ng oo Biaanaat S ing G Rl FoRy bS58 suREful Yty St §ik o 8l

bal ance for ongsshacepsdl, tde &M@Bm)ﬁ%m S dculBifcCOMBIREH chiyP gt ment
val ue of the balances In a pair of and do securities I1n that city

m nus the i ndepluralitgofifredeteiminedlevenwest ment val ue in the Up and Down Cash
Accounts was Q00 on the base date, when the index was 100 by definition,
and today is the acBuswetes Buthenokisetradihisveyentioy tnprovalerssigyal ankmissibond
wher e Cash Accg{l% t bal ances are.invested) since,the base date of $200,

after paying o NG JRYRSUHENS T R Y0P 2RIE B OF HUh AT BHYS PEOWoRsselF AbatThys,

for exanpl [ o I .0 Up, a 5 . . ount s
per share fss ngevs\}’ %%OE) g?hgﬁp\%%%r?pt der_ginl;ll g'?(s’ irﬂée gﬁgngliztééngﬁﬁ%%s‘g%%é%‘%%t has
$85 correspondiffiet Yaf8qbr Mln%éi‘ghé[ls; JignaY ARALhittedSHRME cheide Wveon and
trade execution, the Proxy Asset ta Processor searches over the buy and

sel | orders t oirdicadvaofCanpluetfer Sesombesgool;ofiglal piramsatttakoetd dafrter twaival
value of a set. Since a Conplete Set consists of one Up 20 Proxy Asset
share and one DWigetipe eky PAdisular &nvgpter agdeunt inpldinges parHcwar mvester ofig/sedn Up
Proxy Asset shage at 1pri ce P, land a Down Ql?@xy Asset share%%} ﬁr.i ce PZ are
found such t haP! BIVEPOIS, aRardculan Qroxy sedh O GErEo%y as¥iettht & ARdMYSHIN t he

broceeds 050 * NiccSRAt AR SEbIEPURIK: A6 Sl L RIALESE Ble ALIASANES a7

amount equal tot spon {0 ofie share In t ccount
to that accounindiafide T @BtradtMBttoCEMBE dR bhendtd! precsssrkerPeddlil bdert @ one
share in the Down Cash Account to that account. Thus) after this issuance
of new shar es, canmhnshtions lhdsa sigealsiadieatdas bf thecaluet ofbthe apsoaras poef;and, and
there are now nore shares outstanding. Wen offers to sell the shares are
found at pri cekcsiyelpvemtie cpmppiications Hie sighalp indieatiyp of apraxeasseireesd and

th d f th | e deduct f th ts | 0 ti
e pn et Sl oo SAMeh e b B0 R bk iR B BB "
one Up Pr g%yAprAP?&ggg%%%g?ﬁ%{faggetfget.and an offer to sell one Up Proxy

Asset 1 e at price Pz is found by the Proxy Asset

Data Processor so tRas gEhl Brfiér obje@rvfithie iveAeEbn it pRveleUt SielnaMtidasissiofsuance
or redenption, nerely by selling an existing
for trading on an exchange shares of a proxy assets set of two or more proxy

assets that respond to a set of one or more indices, each proxy asset of the proxy
assets set having a proxy asset account value and a number of proxy asset shares,

30 a sum over the proxy asset set of the proxy asset account value substantially



share. The sane occurs for offers to buy and sell Down Proxy Assets. In the
above exanpl es, we have neglected, for illustrative purposes only) the
commi ssion charged 5 for the sales and also the profit accruing fromthese
trades. The Dividend Payout Forrnula for both Up and Down Proxy Assets in
this exanple is given by: Dividend per st8ge = rx (anount in1@MriEoOR
Account per share) if positive and if anmount in own Cash Account is |ess
than the 10 coghiding awallwecof drebbifcds\iRDoRABOMBAA tranSniskiof@8MpASIHE Warrict
negative = rx(conbi ned anobunt in the two accounts) if anount in own Cash
Account is greatee foharansingttiognddgnedy) amell signdlS tdresndtied ion thepearciat wake
defined by the Proxy Asset Systemrules; it could be a fixed nunber such as
2% per annum &itiadiyp o dnigictions foreeausingt QNeoPr fIIPEC PEIFGSIOEY A DESEEN @R @r est
rate on noney garr?gt account s ftﬁourse be | ess than 100% so t hat
8

|
Lhe arvi tone o DBplES e ReE R RPIed i ob s R RO PioRE A T Sl Pl THore:

| ess.) 20Teﬁﬁm r fﬁé% ' unst. i al ue

init, in vviglﬁi c castg thf]Rél)é I Vi gtgtr”]?eﬁ?rlﬁfly @g&%aélé&f \%@&!ﬁ:@ﬁ%ﬁ%@ﬁ&%ﬁ%ﬁgﬁf% this
case, the Up Peceain O6ifitiorarkhdsdshAfGdf ftie gksb@yq, nore than the total cash
in the two accounts, in which case the dividend paid for the Up Proxy Asset

per share woul d j usftibget héurgiry objectr @fithis inyentionmds ptdvidet Dfighal¢esmbmissionhe t wo
accounts per share. The nmarket price of the 25 Down Proxy Asset will still
be positive, sifeicaanagiigea proxy|agey st dwp s SN Praxy aspeis thakeesportbio avsstl  dr op

enough to bring.its bal ance.to a positive n er _again. Note that the
ket pri ce 0Bt PHE DRoR Beens iR Fpt S5erRl o PR B5Hiie RSt IESEGhBIOHY ¢ he
i ndex doesq@ot .di fr thl i i i R.the Up
Proxy Asseltwi firebecgultalAnd d ARSI ploty abiel S8 ropl BUARE Aol bl
long as the 30oHNBROpRIXYEMsE Ateolandalue] thel fioxy assdt ot MR HbtslCAMhIESOf ON
the actual real estate are approximated by the D vi dend Payout Fornmul a
payout rate, t kiares bquabwmersuni ovérethe ir6xy\pssets RDOF thd duAbeyf pexgtaseetl | be
receiving the sane dividends as woul d be received by investing in the real
estate itsel f. skges yxghaying hpropy gssptsmstagcopnt wluesagupktod g oyes theroxyi ce

i ndex for the rea* eftfa{h%’ t hen itnvesti ng,in.the F;]Eggég Asset will. .al so tend
to produce essBRERC §T PRPTEIRSSELAFCOUN ‘%%Hengleasﬁ%? SUSHAN CHPRYIINRG i n
real estat r | ' } Qs . ' duge the

i denti cal isap:_?a %‘Sé‘f'aﬁg %ﬂéﬁﬁ%ggg%é Elgggﬁ‘sgg?ﬁ% tﬁa?%ﬁl;“e&é%ttﬂé)ntg%@{g? w 'l be
more |iquid, aliddiwitivg ofrvesi@bs atrescdutdes pasl &l a GARRY dfudt inde@fof BRegdtcdfabl e
novenents in index values. The Down Proxy Asset will be extremely useful to
homeowners w skndieest anchsighapds tramsmiitedk en tfe ¢amiérrwaveviedicativet off instrupgions Goan

hone. As is well known, many 10 recent declines in real estate markets have
caused homeownSFESIREPNESY dNQIR Procesorslq fvakpate RIpEY AsseieeQunt Xalie 3geadidgci si on

f h f hi i i .
Por “the cr vy wid fi Ritbuholrafe byt ihe 1L RE HEOhT A BrbLAS hegar nst
such pricegfi skroBesadS SetldiBolR WAIBTH e '%iﬁﬁl%tofrhax%s&ﬁg& oot R @vaﬁ@itfé’f% and

is easily understood, It is easy for ‘people to do this. 15 The syst w | |
provi de cont i npedsrmedfupofmictrrena®d ofiéach keehalf apheaality préddetctasiedAvemsint , and
thus investors will have the satisfaction of know ng that their accounts
are "backed" by sondhedafegaingefeatureptasg bgptl wndgrsiepdi by weienitofi the Jelowing
predefi ned ci réu t(fnces. pertain (_ﬁuch as ({erm’ nati,on of the system, they
will automatic Fﬁgﬁe slessription el gn ilHEtive datfhiprocessing Ay¥temneonstryeted dn
st rengt heni ng i [ 43pr, i t ei.r S t h u jve
tapchﬁ(ﬁangg With (e %ﬁ%%@nt Hl@%nﬁcﬂg 15013(@4? n&erg&@gs t(%s %1% ﬁlﬁ%t?zﬂwe

val ue, even thou such circu ances are’so € un el’y for
the foreseggbl embyliiMedt of which:

BRIEF DESCRIPTION OF THE FIGURES AND TABLES

FIG. 1 is a block diagram illustrating examples of closed paths the data

processor of the present invention may identify;



Bundling is applied to our Up-Down Proxy Assets to facilitate the marketing
of the assets. For exanple it is possible that in each city there is a
demand for the down asset for that city) corresponding to the natural
hedgi ng demand for people of 25 that city, but little or no demand for the
i ndi vi dual up assets of individual citiesdf-as investors all #@&APMk2908e
diversified. The system creates and market down assets for each of the
cities, but the cor FESpDiglhRelatinaPblock diagaisddpidtingahe Peostyy Akset duagigd f or
distribution as a single global Up Proxy Asset which is a portfolio of the
Up Proxy Asset Manageral| cities. These up assets could then |ater be taken
apart, under 30 defined_circunstances. 16 April 2002 -19 The initial Down
Proxy Assets coul d §1@o3 B’éo‘flg?s A functionak plogk fliggsaasolothe sspapusa hasdwateact s,
t her eby faciIit@%%@gtveﬁy.ac&ynatefheﬁging for individual honeowners, and
the Up Proxy A8ER AR PRESHEG e dLYaUeS: only highly aggregated as of the
correspondi®g i ndi vi : : t %&ﬁy@ A XY ASSETS A
second forn?of Pr oxgw@sg&?ldggﬁﬁ%ﬁﬁﬁgdt%hgerépea eg)"tr:oaxI eAsésé\e(an%}egﬁgl)’(s | abel ed
here Swap Proxy AssEIG.5 proviies 8lsgiovlew digera f&M@A&meﬁMdﬂ&Feﬁi sk in their
own city can buy an asset that is short their owm city and long sone other
city. Wth such assé&l, 6 priowides atogi¢ flawjdiagram fei the Dividend Gemeatogst at e
exposure (as they could with Up 10 Down Proxy Assets) but they can
diversify their reafl@stisidog o chartdepisting the Frexy Msent OrdertPipeasetyi ng) .

Adj usting the expos Q theiry0 Cj can be a usef ul rtf ol

nmanagenent devi ce, Efﬁ'céls@éﬂ%lcifh%m&ﬁ@%y s eéwﬁi“ﬂ%sﬁgg@ %grﬁxyg‘ilsetestate
per se butqgre I pn.gne region. Wth
betmeen-ci%@ﬁsagﬁﬁ{Fgggéﬁgggggfgétpgétgﬁﬁﬁ%f 9edging of one's risk and
diversification intpl®t9eas achetatiopal IHocladidaaine depictif® BRAPRRYEAQEL Bukdleg
ordinary shares in other cities. Buying the Proxy Asset is |ike buying a
share in the oMasegasity and selling exposure in a first city. If we begin
the systemfor Ncities, then there are N2-N ordered pairs of cities, and
there will be one Swap Proxy Asset for each such pair. For the ijth pair,
then the Cash Account Formula for the Cash Account for one share of Swap
Proxy 20 Asset ij is: Cash Account Bal ance per share for Swap Proxy Asset

ij = Average Cash Account Val ue per share + 2*(Index, - Index) and we w ||
have for the jith pair a Swap Proxy Asset whose Cash Account Fornula 25 is:
Cash Account Bal ance per share for Swap Proxy Asset ij = Average Cash

Account Val ue per share + 2*(lndex~ - |ndex,) 16 April 2002 -20



Note that the average Cash Account Val ue per share is the total balance in
all Cash Accounts in the System per share) denoted YrSt abovié.ARh200g s
exanpl e the Swap Proxy Assets are nore |levered than in the previous Up- Down
exanple, in that the indices are nmultiplied by two. (Another nmultiplier,

ot her than two) could of course 5 be used, to create a different anount of

| everage; the nunber given is just for illustration.) The prices of the
Swap Proxy Assets w |IDETAILED\RESCRIBTION ©OF MHE INVERTION of the price of

the Up Proxy Asset. qof .the previous exanple, but the assets will have the
of fsetting advEittaBdeflnin overievhithe Presertiavention s direcis taianavel PRxYg ri sk.

10 One wa i gogig : i ce and
redenpt i O)ésélég S?ﬁgt r%l{b?at;&)‘gi%?s 0 %%@?;ﬁgﬂ{- E%Sp%%?lgggfgﬁ?ﬁ&%?ﬁﬁﬂne inji,
are Conpl mamagheg 8 group ofiPeoxyadssetsneTha Bystera Rriopristaris kinkeddtendirious e as was
defiped in the previous exanple, the exanple of, Up- Do Proxy,. Assets. There
are ot her”ﬁb‘g&' E)‘thr%'?%“ F%"%Me"'@f’r’ﬁialv& 8°‘B§’t“§‘.°a§° sgpgluding oyl d
consist 0 atddedeBvdrii he i r& difhil 138 o Kd Assets.
These set('isedgcr e cir clrelsnjcg’fﬂ‘lgsﬁtgtﬁg& ﬁ‘él@é’%e??ﬁ%ghi%ﬁ&gll?é@ﬁgﬁeymml ete
Set's, t hebrokersmayutsiddinvestatst ar atlhmitdd andipreedePmgd weayFor nul a so that, in the

case where so bgl anees are negat.i v? SO iﬁgt onme Swap. Pr Assets are
payi ng no di vi gf“?' ssﬁf YHfemds 18P ety ian‘?'ﬁﬁy %ﬂq}?tﬁ%’x"ﬁé%ts still
sum to t hgdPRYRIgkarhMed cohfiBled BteFi8HTbNBFerR@oR VRS thig LrifekigH veelll Shows an

illustration of the kinds of closed paths (Conplete Sets) that the Swap
Sysi@em Prugissstend byipaticipants. aFemBraxyeAssetiBata Processor inclidseal PrompAsset The

first set, set IS Just San, Fr i SCOz enve p ,RBr.oxy et paired
with o DeoEnMamater oo Broiasde? BV coeRior” SRR BB B 1275
conpl i cat gskec Kpsierdl prafefably dlvde3th Thidar, Tiduhmce MAIREIVNGHioNVEBYXtdM that Asset s.

25 The Proxy Asset Data Processor applies these nore conplicated
defi niti digseives axhipres cusiomer orders ¢ puy @sd spld, igelpdingonatkgtionispolimihi ties to

i ssue, re 0 of Rr C ch re

conpl i cat%gg@haggm\%égk{yh%%%lﬁ%?%ef I?ftot?égr! %%ﬁc\}/ﬁ%ﬁ?%s)%y&i%g g;y st.ra% exanpl e,
Zelt lls ng t&iﬁstﬁl‘ﬁ@r&gﬁ AGaarshAmmmksdﬁwg an g&letﬂﬁir{ghld&o&y AR {h\éraﬁri)\ (adn(;ﬁﬁﬂﬁ- 50

ol lars per are, . suppose fhat_three book windows on 30 the tradin

di spl ay Rets dysre,léfined. ang .eg- Tig stpred| programming implements extrash drycomnte
19980101 R [ is &Q4s 11016 50 5
L1059 o0 Frtdh 304l dofink HES bAMRRE il the's cag‘é}' ' Py Tivtallld fardln' 07

Quant i ty Kyrinmla farasach PRyroxyd A$§9,3toblbe 8i50usséd) heed@i®s/ The okl BeaurcdseiBost on
Base 1998 1.Bid nt L =~ O fer ant i 15 12042 50 12043 50 12045 50
T2046 100HGEdy A TER hidklh G Sy Rt S BB R AR, ol o

di sgover hbket isttuMenR! by @n PREdsONERY hatiyer b separafe firhi @xtbalid @iftes Wi th the
offer to sell SO Boston-Chicago shares, and so this trade would

aut omat i castetn, shatagteriged liereimas thecBank cFhe Benk renertsite the SystemtPropfietar ndow

fhere 1ot ARk JiHhT pibleH Teodl P, pAGISyaultR Thrictdd pROTHS SoreliE Sl 5T
di scover Abdunisifor ¢hd ProkybAshetsQ whis arencléihisCai0thelpoblanfuntie in 2 Bk es at

$110.15) a bid for 50 Chicago-Seattle shares at_ $85.93, and a bid for 50
Seat t | e- Ebhe wileslyingceritetia for acronnt pragessingatretnybligally distribmteddtodnsures i s

$314¢ 50, ' ; | A
2, Gt S S LS TolRED 47 RS -
Assets, awilhialthe PaokyndsidiSybrent cTHs iflusaivhexanples heiecpreseat aGingtspect i ve

Cash Accaqunts in proportion to anpunts alreagy there. Once again) these
orders Y d\ssetobrstam,; regognigag thattharercpild pemare than ongsuch syfémant . 16
April 20Q LR donker. i i i adi ng system
such as t gﬁ é?)(e) e&g 3& g‘?%ljgir?t @%@é&nﬁgkﬂgpgd&%ﬂ% Scfg%{l @%rgeté%he m nor

nodi fications in the electronic trading system For an obvi ous exanpl e,
traders woul d probably appreciate the ability to maintain nore than one
book wi ndow on the screen at a time, because of 5 the interaction of orders
wi thin conplete sets. For another exanple, traders who have asked the
trading systemto alert themwhen the price has hit a specific | evel may
al so want to be alerted in case any conbination of orders for other Proxy
Assets within the same Conpete Set woul d suggest an opportunity to obtain
the specified price by issuance or redenption at the specified price. It
woul d be natural for our 10 Systemto do this alerting, since such an
operation would conbine naturally with the enterprise of searching for
Conpl ete Sets anong the orders.



These Swap Proxy Assets will work very well for those investars who already
hol d both real estate and other investnents, but whose real 18 4Pxit €002

i nvestnment is largely accounted for by their own hones, which are too
concentrated in each city. 15 For exanple, a person vvho owns a $400, 000
hone in Los Angeles and is worried aboyp-possi bl e poor performance of real
estate in Los Angeles relative to New York can invest $100,000 in Proxy
Asset shares Ir'Ihminglm;en desmplrabeﬂrqmsr&smbﬂyﬂemhaiplememingr at tmnmmml es and
| ong New Yor g heé?eb%/fgcreate a srtuatréén in wh ch he or, she is

ef fecti vel¥P 1015 10 FFAL SR8 Jang given o B Bvm,d ‘?Sﬁ veRe LheErivor 20
$200, 000) f r& Nﬁyvt e anount
of $200, Oggﬁgt%isre gbtg 3§%§§§¥? wwq{fgﬂds A%tl et ween tiF?ZA?dV?S’ ‘%:nrtétres The

person coshage of sach what Wﬂbbe calbealcd C@inlﬂetg rSel: (\mpalsoabeﬂm Y&hi firsts

Ange a Mam:Los Pr 0Xx .and a

Chi cggo Eﬁgdoxl(rfé géﬁ‘%&ﬁr}"ﬁ%ﬂf %s%sta (Ssnl%af\'}% ﬁ\ﬁa i 1y oxy
Asset, thgdjaQyd @yvtsé s;,;wmrmogﬁe&)r QABcMHng 6 IaueasheAé&i.nAmﬁhea th@al estate
posrtron to a real estate position that is eq ualrﬁ/ di versified across five

cities. Tmoemﬁharlbzqntms,eatsemler tervals de.gy quant )édatb@bmpheromuoml d only
as a - gr here Pr.oxy Asset, Bundl e f there is a
Yot “of deftuibs "Einis BERGiRlex 107 e e b ea Lr bRt it APRiyeslosa et at o

i ndex f or (“8RareNsld&a) iaf thad Pm?z? AdsBErecéivé agegulbNBiildnEAdBFdihE %o @
diversified investnment, then the only assets that need be narketed are the

bundfPes oPiddenstPayont Fpugqgl@rtuatmpscxﬁres/eld}vxﬂmépwwgIeeuai ito 2, canntaat, 16 Apri
. gtre;rﬁfnted Cé)q?{gh ag?ﬁme\%\ﬁﬁ ﬁal I &5h tﬁ‘éi%&h Buadlss q%govt de the

under | yi n%r Waps fh%hn may drsasse

demand apthaasisaré and tstﬂged:trtdlanl whpet h&ﬁﬁpm‘hes&&ndfPrbzli}eAhmdﬁxeS)odvﬁ Ptrdsr:qre is a
| ot of denand arrE I nvest rs to invest in how well  each city's 5 real
e agb

estate i nf&set AcERuRt Dalanss per thgres it i SetACpiRg © B k8bthAgcoytHe

rel evant pm} R ﬂ\?ﬁ’m ts q0f each
city versus a ?’ oféa[ h{;ﬁ‘otdrtl)fe}?rbgné%lsl§£ clégrrgg%zc&%o g:t‘sg&s hﬁlgnl y two

el elnt s DowndProry Asxetgier shaephimue ticbalanaeiinghe éIpJProe:yrAeqsee@esit Accamtof al |
Fequi ri ngPtichaHe b Lhudgt Bput Fouls fisingd s JGdHERURL (S BRISUt BYeval Lc
f the degiiad BakiRah e sobfit] §tlongRXANEFaldHoe W pdlini ASSRE fRPOLI NG PROXY
ASSETS A third formof Proxy Asset Is I abel ed here as fi-Asset Pools.

This arr aﬂg:emhng anawppaobolody  The system eedeﬁmdysqﬂbatsd& dr\rldends pamusupe

securrtre or il L unctr nrn currtres
for the o Wé’?@ f%@g’iﬁ ﬁg? °&%° Iqa'i%gn?)%&’(o“t gasaég;s ?rr e‘g'po?‘\dr ng to
an podex down shard.is alwdyls léds thmm\etcombilheceerper slmieXn thdd&ﬁts

remaining, N-1 indices. A Conplete Set is one of each of the N Proxy Assets.

The Cash ictgBankrby congmuctight defi nes the bal ance per share after transfer

I n cash accoun e b bt (N-1)
a=1, ..., N a fakfgb‘a!)nrgi%%pqgg,a%f % 1ﬁ3§¥%§%ﬁxyh§§sg€§oekk §¥%4d§ tgnxg esjt:mggﬂt o]
swaps bet thedilliquid real @btaRSsRIfS thecProwy tAsstiie, Tuwever) @qmdasmeoﬂe,sshrard@ed
above. For another exanple, If Nz@l)( there could be fjve Proxy_ Assets, one

for the risgtheddn Rr@%As%bﬁvq)ﬁwtlﬁ pnd deel of gaardinary yegtmen since they y. Not e
of 251 acitheh BEbeor £ Mot Qi Roh BT RARN Whacksl ind Bheky X = 2
account s thefebyeencoaaging’a receptive market psychology for these assets. Investments in
the Down Proxy Asset are less clearly analogous to existing investments. One might
call a share in one of them analogous to a portfolio consisting of a short position in
real estate and also the margin account balance for that short position. By this
30 interpretation, if the assets are created when the index is at 100, we may say that the

margin account has an initial margin of 200%, rather than the 150% required by the



Anot her Cash Account Formul a that woul d define the balance in the Cash
Account a at time t with a nonlinear fornula: 16 April 200t Apri2002

bal ance= V/St N w~INDEX~ Q =1 ~...,N F wal NDEXat al where the weights w ~,
c~1,...,Ncorrespond to the relative anounts outstanding of the various
assets. (For exanple, cities with norejpeople in themwuld get nore
weight.) A Conplete Set is again one of each of the N Proxy Assets. Wth
such a 5 RedenaliReservéeegulations dera¢onyentionahsiset paitidnsAthechigher initial anarginer hi t

. Note that this f I I satisfi t he. addi ng- traint; th
Cotal varllevine for 3 easranlycusiancsppise hedaerahidls mpuctosa el ool
armunt | %@iddg%ﬁ'ﬂs%ﬁ%ﬁi PoRGh&H ﬁaetl‘rﬁﬁﬁh%?et SYSRnPEREHE heW U *hlﬁflva“ ous

accounts woul d always correspond to the values in the various liquid
assets. Trwn PraxyrAsseisl withanlindex thit 5 ¥9cid & newerhase yearsissuingtliols Upi t h a

new base as_tinme,goes on. s Milti-Asset, Pooling Pr.o Asset
secdrity %ﬁﬁ"%ﬁ&”‘t}' gs(gtsl ! ng‘é{fﬁt‘?r‘é W?Yaﬂe? ﬁ%deﬁﬁ‘etlhagfqrfﬁ%&iiﬁf"ﬁhe | i near
Formul a. Ak and Pardhasemosd GiflaRe bRet Bikel y2arl MincePihb aISWR Prosy Ao di rect ed

to Fig. 2 15 providing a schematic block diagramof the Proxy Asset Account
Manager idaes het inpolevmarBinosalls a¢ sHtandaessmbies amassef, &t is bettpt tor segardritagenrent

two Prox ers e create nd,  he .t onstitute a | ete Set. In
par t1 cul Songmeneih af e Gherlenicl tal PaR s sk baitbantt o,

(bl ock 1@kdgd @eiraiykeg orders placed in the systemon behal f of investors by
20 conventional brokerage arrangements (block 40). Simlarly, the System

fPr ﬂgr ietor al do ape«s}ard@rsqe wiith presdedined, logﬂﬁ@nmtrﬂl@gwﬂgmem?trv?nns,aﬂlgo
| mpor t anty S ACRRBERS Hs o bhfhaty ThEHORY the fiiis B cABIAE 1l AR 71, 1

exanpl e pRAMstihAE shires i tHess agbtsNiks eeyUPIRRNS Piok§ Ukshe¥Lddscrétiidain thébe

nunber of B Proxy Assets issued. Receipts fromthe 25 sale of both the UP
and the Es#RPlecabarve.tinasway éhasgpwa fisp qcommegial acpess ypt patmagntiof & he Bank and

then_ ¢ he o iagietfluatr PG CRUIS St BNl rolefprohBF Shargl T SodA . DI ockK

30, in proportions to t nount’s per share alrfeady i n these accounts. 16
Aprlisl  20@gpect invabrep asvsedn dn aliotsamplé abawe, tlee menrapgmentaf & [Cash xcaudtual

under | yi i1liguid . asset has, been identifjied or purchased by the System
Propri et gﬂ?’ °3§hﬁ8@6&sﬁqtﬁb?t3}??wge‘ﬁé°amen |A‘E‘i>°&ﬂ'§é’gﬁ%a%%% &S ihve been
i ncur r ed ¢hel§iBteny 84€ 50 WRAE BRanges B Ml vibucfoPth@ indblying absetPhrdt €. The Up

Proxy Assets are marketed with a set of defining S 'paraneters including a

link to #angdstedintosthangssniscGashaherountbatanses and uliimatelzdam dividendsifaro t hese

rmnner, ARG B8 pVRSH A CBABRY Al shibed o P irt iR ior & Bl Do Ce i
pr @oor t i dssubrceaindi Redeagfidni Systone is opliomflydintegrdietys ¥ fedi@re ofithe System.

practically inplenmented by having actual capital taken from ACCT B and
deposi ted in Asdn the examplecahoveseash Faeee Agset twithin thenBroxy Asseh8estemal ue) as

he undel iy AERPRGetet] ALANI b el allii ol bl sl fy Lalif, SOV -

depi cts @apoutipet Ishave dt RatlDpbintlof €ifiel OTisose [ProxaC AssetiowhesenCash Atavuatl program
| ogic, the temreceives input on )
gl Forx§¥l§s sum identlic\gll; ti) tlrx)eucombined cash values per share in the Cash

25 Accounts corresponding to all the Proxy Assets in the set will be called a Complete
Set of Proxy Assets. As long as all Proxy Assets are part of Complete Sets of Proxy
Assets, then it is always possible for all Proxy Assets to be created such that the
Proxy Asset Data Processor can always adhere to the Cash Account Formulas
defining the Proxy Assets's balances without running out of cash. (There may also
30 be restrictions on the kinds of Complete Sets for which share redemptions or new

share issues will be generated.) Proxy Assets will be issued and redeemed by the




15 adj usted account . bal ances and determ nes a dividend paynent, W
corresponding to this new balance. An inverted relation is 1§l B2 en

t he index and the dividend stream of ACCT B, |linked to the down securities.
As real estate markets appreciate, funds in ACCT B are transferred out,

| eaving | ess capital for dividend gengjation W, and thus a reduced
dividend for the holders of the Down Proxy Assets B. These 20 Proxy Assets,
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i ndi vidual s thensel ves, will|l each conmunicate with the System Proprietor.

The act udhdiyigdual shagescwill pesbeatssend orstedeeraed,at pricer Viiewnes Wl thej ti cal , as

| ong as L ' ' [ g&nory, accounts,
periods o ﬁﬁ‘%@%?ﬁ%{ ?gu?%%(ug?@ggggg?ﬁ%ﬁggﬁﬁ@t g{no roxy Assets and their
respecti ve CashheACashuAtcduat Fohaaladddl eadhvPrdan dAfSetyspetifies howl mach #nd or der

executio edenption and i ssuance. A network of PCs with a w ndo NT
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controlling logic will invariably use a 20 | anguage and conpiler to match
t hat on tHh,GmRd poesiblyTotdse ecomionu¢ ivariables suchtas inflation ovinderag ratgsper se wel |

known conventi i software community. An alter ive configuration
woul d i nvol ve,‘g Rf?é?@ﬁ{?r%q‘ 1§ ﬁé\é\q% ”\ﬁﬁ?‘ﬁ&"ﬁ#‘w ‘Rfsf’ﬁt(geﬂ‘cg?h%tﬁﬁg%g %"IJ') an

I nternet sk Adchént! Permdd forahd Casie Alco @RS par shaed edqitits hPYSI MBlus, dése of the
systemcould stilt be restricted to brokers) if that is the 25 objective,

by suit alorg pathevshbaresmonnsisaracEomplets Setiadsording ththesformuladefipitiony,

ar r,gnge t of the dajabase for.the Proxy Asget.Da Processor. This table
sho%g t hd™ Pt B SSHef P1 gq%agmgééqge\%qr'm@gouﬁg@ggtg}% W‘F’ar proper nanagemnent
under this enbodi nent. 16 April 2002 -27 TABLE 1: DATABASE STRUCTURE
Format: 5 Recoml s Fields




Shar ehol der I nform anon: Customer or Cient LD. Nunber: 10 Nanme or firm
Address: Proxy Asset or Bundl e |ID Numbers*: Current Numbers WYASHZ20682 or
Bundl es Owmed in Each*: Transaction |ID Nunbers*: 15 Tirrnsaclion

I nformation: Transaction |ID Nunber: Proxy Asset or Bundle | D Nunber: Buyer
| D Nunber: 20 Seller 1D Nunber: Excharige, |ssuance or Redenption: Date and
Ti me: Nunber of Shares or Bundles: Price per Share or Bundle: 25 C0an ete

Set | D Nunber ‘The Diyidend;BayoutoBomuga for eash Prover Assatspecifiechensrmughniser

Sy o] Bhid UG it Pef far® bactfine Al o bufref ¥ 3P Brony es%FPfEimr t

Order: Pfamtionnd thblbbbh& inf the\Proxy AssefiCadheA cédunbipep skarélaind pdssibly and
Lunbers of Shares t(ggundl es Order Date and Tinme*: 10 Order Expiration Date
and Ti meds @ fynction of ofhgrdaty,such as lver%maﬁssmathpdateaf ipfationaad unt

| nf @r mat ( Bank) (Y~):
Tot gl %%Fblg?g %h%ubgé&f)ﬁh}e | ngé thaéht TAF ‘cé)J %ﬁﬂt ﬁ%@gg %?E %?térage Cash
Accou nt Bohmpiete Seer TheDicidend SuﬁémﬁmdrMulaStnustCl@dTﬂi&iﬁedSﬁ that &videhdmber :

Proxy Asset or Bundle ID Nunbers in Set*: ‘20 Index Infonation: Index ID

Nunber : PRHRENS RFoByEE foas®legivgn the éalmwwéh%paﬁlhﬁccwam e: Market
Descri pti on: Thére i3! dAGinfpol @ }exsmmfif_g” RodbBirg REE onf i Bk "

| ncone | ndex: e.g. price Date* arter eve e.g.
100. 00 wh§ th@trthe \ﬁh(&aaerxﬁareamrdﬁgmgmnbr fheremtitensystan his Amaffected. F@heul a | D

2'9 g‘aer : rPerago 1sA§1 %heTéfEs‘I:i AccouRt thgnces o?omclﬂvxduals mllcﬁlxug bé%?&gated E%rmrrul a

being influenced by the decisions of other investors to issue or redeem.
The Cash Account for each Proxy Asset has several purposes. First, all
Proxy Asset holders receive dividends equal to the amounts in their asset value
account at the dividend definition date times a payout factor defined by the Dividend
15 Payout Formula, generally, the same payout factor applied to all Proxy Assets
managed by a single Proxy Asset System. Second, the account balance is used by
the system to determine whether offers to buy or sell can be settled by issuance of
new Proxy Assets or redemption of old Proxy Assets. Third, the account balance is
provided to customers as information relevant to their evaluation of the Proxy
20 Assets; the Cash Account balance may be referred to as the cash value of the
investment, and thus lends substance to the otherwise amorphous securities.

' Two illustrative techniques depict the issuance and redemption of Proxy
Assets. The first technique involves issuing Complete Sets of Proxy Assets to
brokers by conventional underwriting methods, just as new shares in corporations are

25 issued today. Brokers who buy the Complete Sets will then have the burden of
selling off the elements of the Compl'ete Sets to clients as best they can, leaving the
problem of finding customers for the elements of the Complete Sets to the brokers.
Moreover, brokers can redeem the Complete Sets of Proxy Assets by purchasing on
the market the Complete Sets, and submitting these back to the System Proprietor.

30



5 a) for up Cash Account = index (index |ID nunber) b) for d?&%CF%inAccount
= 2XY~S~ - index (index ID nunber) c¢) for swap Cash Account 27N + 2X(A
I ndex - B Index) (index ID nunbers) 10 Dividend Payout Formula D vidend
Payout Formula I D Nunber: Proxy Asset Type: Swap, Up or Down, etc.:

D vidend Payout Dates*: Dividend Payougq Formula: e.g.; 15 dividend paid per
share = O Qzx(Cash Account bal ance) Proxy Asset Bal ance Change | nfornmation:
Proxy Asset Cathe Bsoad dech@itpegerovidesiforannl ibtegPuated Trading tIsfuanbdeirdndr : 20 | ndex

| D Nunber*: . Cash count, Forrmula | D N er . _Cash Bal ancg,6Cha Frequeacy:
e.g. uqua?%ﬁqq"ﬁ}?ﬂ%%ystféui% H“B%F‘E‘}E‘g %ﬁ‘t‘?;g‘}) 3.“1;5“% §P‘Eﬁsﬁ’bél‘”‘g§§‘ﬁ Balqgmcey
Changes: (irfitiphfiGitbf frd eRisRg @ﬁ%?ﬁbmﬁeéf %}rsg&%at Ml%sothh?@bblgﬁ%z& Bal ance

Change Date*: "Historical Cash Bal ance B nge Anmou torical
Cash Bal dmdingiCompdetarSztanfor thgbrakiess; and alsb allasts tBading) of exifting sigiresigEf

Amoupt *: ril 2002 -30 Praxy Asset.Definitipn:,Prqxy Asset, 1D Nunber:
roxy sl Frpl Asisy Sharee prectradadian thevfradiog syslem dssriveldhele, Rrgeio® o0 00 5
Base Dat g; RN, ; r B9 e.g.
500. 000 Cormeysiety %‘é@%ﬁ?@?ﬁ%’%’é”ﬁﬁd‘%ﬁ?@f o8 8&%%8@%%3%%3%&9

Fr equencyProXg xAsseis un dlentbribuef eitheg a marketiosdet to hgoer sabl family pric) wnta For nul a

| D Nunber.. Di vidend. Payout Formula J D Number: .Next Cash Bal Ch Due:
0. JantP 85 (6 855 &L 8ipri! b Bolaly DA oAt Sriecilot SBAGLFOTDu0. / 15

| ssuance Jygve a?d&{rﬁﬁ&é)ﬂaﬁcpgéss ng&heﬁcms diustdbR. DRfd syisten® Will Bhdbgge ASSet
Bundl e I D. 20 Proxy Asset |D Nunbers*: Nunber of Shares of Each Proxy Asset
i n Bindl ethe buy nipal orders partly asrda ethepexisting tragingiystents tadastiefn trscaSonpl et e

Set 1D Nuc@ﬁﬁit Jrﬁérg,air@ Qﬁlllsre)m]élﬂ r}gle xrn:atclh%s?,us%ﬂcl‘ramg%tr&rs '}ﬁ’ﬂt&% af Iar §Q%\rv Su:y
limit orders for single Proxy Assets, and clear them. It will also execute buy or sell
orders in another way. Whenever a set of unmatched buy orders can be found that
constitutes a Complete Set of I"roxy Assets, at combined prices equal to or above the

15 combined values of the Cash Accounts of the Proxy Assets, then the orders will be
executed by creating a new Complete Set of Proxy Assets and crediting the proceeds
of the sale (minus some commission) into the Cash Accounts in amounts
corresponding to the balances currently in the accounts. Whenever a set of sell
orders can be found that constitutes a Complete Set of Proxy Assets, at combined

20 prices at or below the combined values of the Cash Accounts of the Proxy Assets,
then the orders will be executed by redeeming a Complete Set of Proxy Assets, and
transferring the balances (minus some commission) in the Cash Accounts in amounts
corresponding to the balances currently in the accounts to the sellers. When such
Complete Sets are discovered among buy or sell orders, it means that it is feasible to

25 execute the order by issuance and/or redemption without'having any effect on the
System Proprietors' ability to keep asset balances at their values specified by the
Cash Account Formula, and the execution will then be done automatically. The
Trading, Issuance, and Redemption System is preferably fully automated and
electronic, though it is possible that elements of the system may need to be done

30 manually, given possible regulatory or other issues. Please see U.S. Patent No.



| ssuance Anount per. Share: 30 16 April 2002 -31 Redenption Hi story:
Proxy Asset or Bundl e |ID Nunber: Conplete Set |D Nunber: Red&dy¥il %szlyD
Nunber: 5 Redenption Date: Nunber of Shares: Redenption Anpbunt per Share:
*May be a nultiple field 10 There are three primary functions of the |ogic
command instructions. The first is to l.d ow controlled creation of Proxy
Assets, by defining new Proxy Assets from scratch, by bundling existing
Proxy Asdei%,0ddotladmuspst algelatikg togawtamated itadig Rchoiguess shet cdidends o, or by
doi ng conhi.nati ons of the abgve. The second is to transfer bal ances anong
Cash Accdlfif ageomgﬂgprattﬁﬁb& AFRE%ount Fornula is satisfied by the

bal ances. The 1t iy pdtsible inOsotd inlsleMBARtaRbACSEHS THhdihECRS\ENeE) dnlde Proxy

Assets. |n each case, the critical controlling data nust be stored in the
proper | y Redamptjon Siistgnx thatithe SyzenTReopirietartis mbt theaundy ehehmnge.uorcevenrthe i s

oobropr i RSy SHERRES, oo Phich pd R B2on! SRR st Ao B8, e 11 e
For exangystemi M¥ebé Dimitkdn@iskuande MdredeMpeion,Sori limitéPlo Sditant @iniBBysuehiddenl y

shift to a.small configuration of neighbor hoods that m ght be represented
by a conissQace 8/metth.z iS;gs!S@GU@rxsﬁa@&wu reflegtfedewah pnd state eegplations,i ndi ces. W

want to I i he. cr I Proxy ASsets such as
t hese ca%’%@%ﬁgﬁgeszéﬁgﬁggﬁgw%g! yya’ggtmﬁogeg%ﬁéek)g{%&?gﬁ ai ned representative
of the SystemALuemiritelagfectRfviohidse tieatibl 0k Prdd§shisePBuUAdIRE,0G088iAEs ofr even,
possi bly, by broker clients thenselves. If the cost of creating new Proxy

Assk s | Prompdssess that sy hentssdedeas i bndle syanci theindividnal ppmpenents doh pr oxy
Asset Ty i 02 -32. T LLst: f li shed
N accor Hhate itidd, COhude R proen. S kA jminBibiO hd GisRanamg! ' one
concept uafitlye PrgiyrAssat baiidiest urlileo séle@0fircandtanoe | Theeburidbinigl amadk 210 wherein

t he Proxy, Assef un consideration AST(l) is entered by the system user.
By AST(I)d‘ﬁMIé‘éﬁ"lY’ﬂng' yitrafed heloWs ot ¢ exanpl e) a definition of the 5

geogr aphi cal area, idegxxAMPEE PNUILDORRN PROKNCARSEGQS | ndex) base year,
Cash Account ' Fornul a,” and DI vidend Payout Fornmula St nce users will find
it ifficult tAppysgithy abonesstructure te gIednstate example,davo Broixy Assetstaras naps
showi ng | ocat.i,ons..0f zip cpdes or.census tracts, .and Some sunmmyry,
stati ot 8Bl Tofeadh docCif asRsiste B3 yend 3 beuRliasdeRT BLHBM i .
tests WhehBgthelF Peovye ASst F610X YonSsdditichemn fehll ésite HSH{at kity Sandthehend

cannot be approxi mated by existing Proxy Assets, by an identical_ Proxy
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by new b | Sk P . . exi gt Pr oxy
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Sysitem se§aag hbésh?me p]{x‘bh&n&xi wiis sugleldrsoxthat’thedhdex équaledol0fi thieh, iridel?ef or new
Proxy Asset, n s fromexisting_ 1 S Proxy Assets, conponents of existing
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t hat may : : - i i 1 oy ccount
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Possi bl y quattedly auertvalscifieothatis flisv tied pricecindéX:oxy Assets with a slightly

di fferent base year may be cl ose enough to the proposed Proxy Asset. If the
20 user signals that the entered Proxy Asset is not_sufficiently new) if
on@%f the poddp Gesh Aicseuns balanse nax shasg endof puarter st Beme siceiindeXat i st act ory,
| ogi ¢ branches to bl ock 230 and the existing records are pulled fromthe
dat abase for the already extant Proxy Asset or Proxy Asset Bundles, with

| ogi ¢ shiThieeOashoA &oatpBomisia FotheUDowe Préty Assed Oath Wecomttibalare per t est 224
branches |ogic to block 250 wherein the paraneters of the new Proxy Asset
are ent esbere; fhap detgemings its Gash frcowet balancaet 8me &fS't he remai ni ng el enent s
of e Conplete Set specified. In the case of sinple Up-Down Proxy Assets,
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by the syst emDgwn\Cash Agcoutcfalanice ipen shdre ehd oPrquargerAsset pair 30 (AST
PAR(1)), both elements of whi CL] must now be c¢reated. At this point) it must
be deci ded whet her 2igtahaggopppRylancesper share - ome Bri¢sindeXined in terns of a
single




16 April 2002 - 33 .index or whether the pair should be defigﬁg. Pr oxy
Asset Bundle in terns of a cluster of conponent indices. If n r, the
system branches to block 290. If the latter, the system branches to bl ock
270, where the bundle is defined) possibly by entering new indices into the
system and updating the database, blogk 280. 5 At test 310, the system
queries about a default cycle for the asset adjustnent period. A negative

r esponse (Inoterms of shd mathematics shawn alove thee Up Rroxy |Aisses CashlAxco@C( 1) setting

the ti i nt bet dj ust f th . di vj,dends f
the Up- DRRIIER Bhe RO SRRl Y B 16 e piGe, BREE H Bl f. BT o 1o t he
cont rol | D PoyVASset Cash AXSHRHbAlARES Squvald yﬂ)xs,%?%ff@&:&%%eﬂtnas

conpletes the 10 first portion of the processing Wth logic shifted to the
next secqaesmswts a5k ovade3s0h quader fooasswke thiteatithel end of rachOawantenthese Qash and
assqQci ated co ter files di.gpl ays, formn e foundation for the

P own SRPAAcRales.orf st ey it SR OF G e Biskoedt b fnmnas
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pl aced by custoners, and these wl| appear on the book w ndow. To create
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must fi rat i dent i ft?g‘ asgﬁl ete Set vvithh t he orders whose val ue equals (or
exceeds) “PWB EEHH &y TRROBAME VAN QI FEF " are. Thereafter, the 30
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and rel ative tinme periods.



25 Continuing with Figure 6, the system applies the Cash Accoupt Forpula to
t he Down Proxy Asset, block 1650) maki ng the bal ance per sha %r&&ﬁPZthe
conbi ned bal ances per share in the two accounts before the transfer m nus

t he index, and applies the Cash Account Fornula to the Up Proxy Asset,

bl ock 1660, maki ng the bal ance per shape just equal to the index. Note that
t he conbi ned bal ances of 30 the two accounts is unchanged by this transfer,
so t he t shans heprices Paisifopad fhgahe Prexy Asst Ddto Rgitessoe sbaliat RroRy thasthe Cash
Account bal ance may ,be, elgative. Thea 16 ri 200‘%,-38 t he .f or egoi ng

cal cul at U5 1S,¢%5CY I‘i”’é€° dssuance arfedemption, snerely, by, selling an #xisting cvel per
share fo C I t § i By In
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1710, where the Down Proxy Asset is given a dividend of” 0. These values are
t hen st oexanple is givendiyn dat abase, DB(x) at block 1720, and the entire
process repeated fay. the, next Proxy set ynder nagenment ' b 0
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systemincludes a ¢OpIEHNCaid @adundin BLVEAR AGbuRtS 1B thas iRant s and
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capPtal in account combinedyalue ipnjthe two agedunts of funds and aut omatic
structuring of accounts particularj i . i.ndi vi dual brokers
or even 1 S individual investors V\héqgndé’% %%}ég‘glgq%@@%gedi rectly with the
system During routine operation of the proxy nmanagenent system the Bank
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accessed and searchedq. At block 520, jf _a buy order for a_ Pro Asset is
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Proxy Assets in the systemare together searched for a Conplete Set or

cl osed path. As discussed in Exanple |, a Conplete Set is just an Up- Down
pair. In Exanple Il above, closed paths may consist of reciprocal Swap
Proxy Assets (e.g., ij and ji) or a nore conplicated set, such as an 20 ij
swap, a jk swap, and a ki swap (or any other path beginning and endi ng on
t he



sane asset). The conbination of the Proxy Assets in the path _hav 8 t ot al
val ue as discussed in Exanple Il. The sum of the buy orders1ﬁﬁ“¥ﬁ%(§%th
nmust equal or exceed this value. If so) test block 560 branches to a
processi ng routine, beginning at block 570, for issuing new shares of these
Proxy Assets, updating the Cash 25 Accognts of the respective Proxy Assets
in the proportion to anounts already there, then del etes these buy orders
from t he Prooti Asgetowilbbe réceiving dieosame dividendsn gs wouldbe ré&divedobys mvestingf or
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Proxy Assets for all cities. These up assets could then later be taken apart, under

30 defined circumstances.



Use Dividend Payout Fornula to Cal cul ate D vidend Pay D vidend @%b““
Current Cash Account Balance Fill in Next D vidend Paynent ijﬁs 026
April 2002 -39 Update Indices (run daily) Far each Index Date for an | ndex
Update? If Yes: 5 Receive Index Update Into I ndex Record Update Cash
Account Bal ances Usi ng Cash Account FEqgnulas (run daily) Index, Interest
and Dividend Update Perforned Already for Today? If Yes 10 For each Proxy
Asset: Look u[TheaaniaBBoanrProkh asgets fcouldualso badoNmdiddadl yzip sodesesr évehcul at e
Cash Account Bal an es Change |s Transfer Between A¢ccunts due today? If
Yes: 15 Kensusfragtisthereby tingsierpaeqinere hedgng far ilyidual-homeqveneest

o be s e UPRIony @Rseh Motk AR Ebull oy By MagrsBB s BERT 20, | 0 B

Dat e andcbrre$poadm@aa&1vaal Hpal?rexy AEsétk in Cash Account Formula Fill in

Di vi dend Payout Fornul a o ef s 25 16 April 2002
-409Defi ne New Up/ Down RSAMEAL i_'lb Select the Index to
be Used, Rescg gedofid jtgﬁa AE?& ecoﬁﬁh %tﬁ@i‘éﬂ'le‘i‘ta@&?ﬁnﬁﬁé i9Pdtdidd® and
Down Proxy Asset: 5 Fi In Base Date and Fnitial Cash Per Share (sane for
bot h) Fi herei SwalaProxdcAssetst Ivestors awiBhing to swp wiutiofithePeistoin theorown altwake

Li st of All Cogiﬁl et e Set.s &0 th Funct i ons (i)mered b roker‘?‘g ess Buy O
Sel | O d&M% bpy 3 asped that s shoft fhejrooim cjtyand Iong 69‘“%10 s ach Pr oxy
Asset in gup,m} AHTR Ia%,u&ﬁ,t] er into
Dat abasea%gf% Spfc;anﬁq de?a?}\&géyggg\?%?ﬁﬁg herg%ﬂr?g?'lsl ed Oders D spl ay

Hi sliOor i c RowmProxy Afsetshbutthey can diversify their real estate exposure across cities

(horizontal hedging). Adjusting the exposure to their own city can be a useful
portfolio management device, since many investors are not overinvested in real estate
per se but are overexposed to real estate in one region. With between-city-swap
Proxy Assets, this kind of hedging of one’s risk and diversification into other cities
15 can have the appearance of buying ordinary shares in other cities. Buying the Proxy
Asset is like buying a share in the other city and selling exposure in a first city.

If we begin the system for N cities, then there are N2-N ordered pairs of
cities, and there will be one Swap Proxy Asset for each such pair. For the ijth pair,
then the Cash Account Formula for the Cash Account for one share of Swap Proxy

20 Asset ij is:
Cash Account Balance per share for Swap Proxy Asset if =
Average Cash Account Value per share + 2*(Index; - Index)

and we will have for the jith pair a Swap Proxy Asset whose Cash Account Formula
25 is:
Cash Account Balance per share for Swap Proxy Asset ij =
Average Cash Account Value per share + 2*(Index; - Index))
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Nunbers of Shares 20 If found) Execute Orders through Exchange of Existing
Shares If None Found, Combine Order with other Oders of same type (e.g.
Buys for sane Proxy Asset) 16 April-a002 -41 If a Bid for Proxy Asset
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16 April ;2002 - 42 Provide Information for Electronic Tradi ngwsa/‘stem O der

Processi mefernietattom of theapiiemothoUp Lroxmr Assehof the pisviops skamplad er Trading
Screen Pag%eﬁj&llﬁﬁﬁwpeoﬁ\% fsteﬂf@ngds{ggia El'?z{t t@fé}t‘f& ?fﬁ%tlv r&eaﬂ% of t traders 5

when a s I'ed price lTeve f Hat rade in subject
proxy asdetersifyiy riskades in other proxy assets within the same conplete set
3 lli)unct Hons %Ajee‘r”gyd o?‘%eﬁgx\{éstthgrCSong;llgtfeOSrert;att‘olrC%lrllg Ipurvp;%ls)e gtl‘ }s(s'?t)nancéL ?mc\l/ ew I ndices
redemption is that all pairs of investments, one share in ij and one in ji, are
Complete Sets. In this case, we can use the same dividend rule as was defined in
the previous example, the example of Up-Down Proxy Assets. There are other
possible ways to define Complete Sets. A Complete Set could consist of a share in
15 ij a share in jk and a share in ki Proxy Assets. These sets are circles of assets. If
we defined such alternative Complete Sets, then we may wish to alter the Dividend
Payout Formula so that, in the case where some balances are negative, so that some
Swap Proxy Assets are paying no dividend, the dividends on the remaining Swap
Proxy Assets still sum to the payout rate times the combined balances.
20 Figure 1 shows an illustration of the kinds of closed paths (Complete Sets)
that the Swap System Processor identifies among the orders to buy and sell shares.
The first set, set A, is just a San Francisco-Denver Swap Proxy Asset paired with a
Denver-San Francisco Swap Proxy Asset. The second set, set B, is a complicated
closed path involving three cities and three Swap Proxy Assets.
25 The Proxy Asset Data Processor applies these more complicated definitions of
Complete Sets and searches the data to find opportunities to issue, redeem, and allow
trade of Proxy Assets, a process much more complicated than was the case with the
Up-Down Proxy Assets. For example, setting the average Cash Account balance in
the system (V/S,) at $105.50 dollars per share, suppose that three book windows on

30 the trading display screen are as shown:



View Qutstanding Limt Oders (Book Wndow) View Conposition_of Bundles

Vi ew Proxy Asset Base Date 15 Indices used Cash Account Bal d8&®Mhei02share
Starting Cash Account Bal ance per Share Cash Account Bal ance Change history
Di vi dend Paynent Hi story 20 Cash Account Fornula Dividend Payout Fornul a
Al t hough the invention has been descridjed in detail for the purpose of
illustration) it is to be understood that such detail is solely for that
pur pose and t BostopChiaagoaBesenk988h0be nade therein by those skilled in the
art without d grti ng f(r]é)mt.he spirit aggqesc e of the invention. |ndeed,
some variati o9 may needVMEE made to IRty i renent s of regul ators,
tax authoritiggpyexi stingeexchanges, brpkfarsssgnd - underwriters,

requi renents that may vary through tine and across countri es. 16 April
2002 - 43 WHATOlE CLAIMED IS: 1. In cohlil$ab®on in a data processing
system struct and configured to man accounts corresponding to plural
Proy?y Asset s ﬁ@&’e. n saiﬂ’ Proxy Assets gﬂgspg@ti ons that are linked by a
known rel ationshi p 1i999R8/0sNfek3 Yi Nng substantive asset so that changes in

t he val ue of the underlying asset are reflected by a valuation of S said
correspondi ng Proxy Asset by shifting cash between the Cash Accounts said

system conpri $j ng. d in ns for collecting data on said proxy
assets and St%%&o%ﬁfe@}w@%ﬁ@i@ data in a progranmed controlled
dat abase; a d@jg processphdntifgans for agempsQuentii d data from said
dat abase relating to said Proxy Asset and accessing data relating to a

vall@e indici a8&®¥ respondidng to sai d sub®I¥Mnt$¥e asset and 10 based thereon
periodi cal ly deter ni,gi W, cash bal ance far each such that the total
cash in all accoun?gg?@gﬁ%c%%ed of said Proxy Asset; dividend processor
for taking changes in said value of said Proxy Asset and providing a return
comensurate with said change in the formof dividend paynent. 15 2. -The
system of cl aPg#tilefRinstan Baseal498P10ky Asset dat abase incl udes data on

Conpl ete Setsyf:pr each Pn&’ﬁfﬁ(‘ set and o] deggsuance and price data
t hereon. 3 Pé&)system o(? cl'@ m1 wher elegfega%jg&e/a ue indiciais a conposite

i ndéx val ue thaod4yuanti fS0es a current pi20A#8 SXpected to be paid for said
substantive asset. 20 4. The system of ﬁ@l n%] further conprising a Proxy
Asset Bundl e Manager capabl e of aggrega 3 pai d Proxy Assets into a
single asset. 5. The systemof claim1l yyseisyp sai d D vidend Cener at or
applies a pre 25 established dividend fornula to determ ne a divi dend
paynment and makes J8PH0382E163to an asset hol der of record at pre-set
intervals. 6. The systemof claim1 wherein said Proxy Assets are

di stributed through a

20 The Proxy Asset System and Processor would discover that a bid for 50 Boston-
Chicago shares at $110.15 matches with the offer to sell 50 Boston-Chicago shares,
and so this trade would automatically be executed, and the match shown on the
hypothetical window above would not persist for more than an instant. To execute
these orders, there is no need for issuance or redemptit;n. The computer will also

25 discover that there is a bid for Boston-Chicago for another 50 shares at $110.15, a
bid for 50 Chicago-Seattle shares at $85.93, and a bid for 50 Seattle-Boston shares
for $120.42, and that the sum of these prices is $316.50, or three times the average
Cash Account value per share (3V/S), and so it automatically fills these orders by
issuing the new Proxy Assets, and allocating the proceeds from the sale into the

30 respective Cash Accounts in proportion to amounts already there. Once again, these

orders would not persist on the book window for more than an instant.
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of shares in Proxy Assets. 30 16 April 2002 -_ 45 . )
15 For example, a person who owns a $400,000 home in Los Angeles and is worried

about possible poor performance of real estate in Los Angeles relative to New York
can invest $100,000 in Proxy Asset shares like those described just above that is
short Los Angeles and long New York, and thereby create a situation in which he or
she is effectively invested in the Los Angeles Market only in the amount of

20 $200,000, and is effectively invested in the New York market in the amount of
$200,000, thereby diversifying risks equally between the two cities. The person
could also invest $40,000 in each of four swaps, a New-York-Los Angeles Swap
Proxy Asset, a Miami-Los Angeles Swap Proxy Asset, and a Chicago-Los-Angeles
Swap Proxy Asset, a Denver-Los Angeles Swap Proxy Asset, thereby diversifying

25 from an exclusive Los Angeles real estate position to a real estate position that is
equally diversified across five cities.

The Swap Proxy Assets are optionally bundled together and sold only as a
group (called here a Proxy Asset Bundle). For example, if there is a lot of demand
among residents of each city to swap their city real estate index for an average of all

30 other cities, thereby effecting a diversified investment, then the only assets that need
be marketed are the bundles of swaps that respond positively to a single city. Under



9. The systemof claim7 wherein said Proxy Assets include an Up_ Proxy
Asset whose formula specifies that the underlying asset is pﬁ%ﬁ Mé@P%
related to the index and a Down Proxy Asset whose fornula specifies that

t he underlying asset account is negatively related to the index, such that
the sumof the Cash Account Formulas 5,for the Up and Down Proxy Asset
shares together equals the total Cash ﬁccount bal ance per share for the

two, the &did eaRfithdis, HREPPiody AssehBuniifs Gall ﬁé&n@m Gl deriyhig s@tﬁasttgat it is

al ways feasible for the Proxg Asset Account nager to maintain Cash
e

Account billeanvblic which then|raasebe disassemblad lpter uﬁéem@mmm thor nul as. 10

10. The s: erel iy sai d Proxy Assets represent swaps between
pai rs of ‘?"?f‘ﬁ%‘? Oﬁggl!é{ﬂtzg |nbcu8ﬁ£ sources, allow ng risk swaps and/or the

creation of bulfdhers iof l&/\apdahawmﬂﬁﬁgi@cstswﬁ VNP P ey wét eaélsSciayi ng
Cash Account Fornulas such that Conplete Sets may involve either pairs of

Swap$ Pr oxigalestiede andgx wilk performorelagivg o pllogf theothars combined themelevantst em of

claim?7 [ def,i ned, us ices of inc

pr oducedm%gétgf)%m ? ﬁﬂg %?éﬁ?@gﬁcofsew%ﬁmmé\§y§t rﬁagﬂ Y e e ¢ her
conpri si nedti¥raxIh s eiseBTOMIpFetd/B8BRALIth oRlY 10D £1BmbAE Hodld Hk efisOf Pr OXy
Assets that are gre defined by the system 13. The systemof claim?7

wher ei n sGp@pisteoRsts xpidd gequire reprgsanitation of albcities.t Sudt steuctpres psrmigher ei n
d P
i i natgpar 1 golohy ik Glastn BYP R RASEREY Gty HUAEE B9 DS subht®

cor @sponalstngctire ceambpbbxylumexb demandi for Redding@issmirijpdabt ed in accordance
wi th an index valy ( relative to the correspondl ng
i ndi ces for the reharHH QOLINGEBOXY ASSEES sy st em of

claim 14 wher eAr\hﬁé'fngIt’tP'roﬁSf\%et P@ gefeﬂ(illei'kd@ngﬂ’ﬁ-stQé‘tyPﬁﬁs ’g‘?ﬁﬁt s. 16

April 2002 -46 15. A nethod for providing a proxy asset set two or nore
pr oxy assatangement h@smodmisn Smuatlssatoxﬂ)j uprsecwritiespthe upmhcnaﬂes femml"gipemxy

asset of h groxg ets set hayin rox ﬁset accou &an a
nunber of Y gssgE fune 8'?1‘33 0 48 Fﬁcl" Be%éqj'é e othersoes efh e'ber’ y asset
accpgint gf,as%&eeﬁhOEMn@s%%ﬁaln§QS aHaHIROI aqkPL N, BRURRT, ShapstRE 8Reequal to

a sum over t he nunber of pr oxy asset $hares”™in the proxg/ assets set and
havi ng a lpd@kygva@%éhesrmmmd\bdnndmafs uéd Somalete Setiisume afeach of ithe Ne pr oxy

asset ac e f 0 et e hod co riSkn
defini ngc%%%c‘)%(sgétgs?g aaégcf‘tf?? uli‘)gﬁ ! ?%ﬁéfegP%sd e Scfeéé ﬁ'h I?or mul a
responsi \earsferdh chstasdcommeaspﬁme&nﬁisdba@i\}eadgx of the set of one or nore

balance,=V/S;+1y~ BIJN-1) =L N

20
For example, if N=2, then the assets are analogous to swaps between pairs of assets,
as with the Swap Proxy Assets described above. For another example, if N=5, there
could be five Proxy Assets, one for the real estate of each of the five largest cities of
the country. Note that this formula satisfies the adding-up constraint; the total value
- 25 of all accounts after transfers still equals the total amount in all accounts before

transfer.
Another Cash Account Formula that would define the balance in the Cash

Account a at time ¢ with a nonlinear formula:



I ndi ces; constraining the proxy assets set account val ue by1§ vaL f a
resources pool; and reevaluating the proxy asset account val @QE ing to
t he account fornmula upon occurrence of each event of a plurality of
predeterm ned events. 16. The nethod of claim 15, further conprising:
initially assigning the total nunber of4shares to a set of investors, each
I nvestor of the set of investors assigned at | east one investor account,
each investor account having an investor_account nunber of proxy asset

shares for one proxy asset,of the pAWJNBESgts set: apd initially receiving
fromeach investor for e%’g&‘sgm account a con ’rmution to the
resources pool in an anount equal t& w NDEXCt of the investor account 16
April 2002 -47 nunber of proxy asset*tshares and an initial value for a
proxy asset account value per share. 17. The nethod of claim 15, further
conprising for a particular proxy asset of the proxy assets set, publishing
an updated particul ar proxy asset account val ue per share substantially
equal to wheieahe SRRl wa, &EEV.V ¢8ir8shoRd X YhePretdtive HntUMN ovdtal8ingloftthe
particular proxy asset divided by the nunber of proxy asset shares of the
parti cul avargrgapsesss s@for exsmpih sitrastwithdmote péaplerind thenwmould get dowei ng t he

reeval uatin ep,~.subs ti.ally all wvalue Jz~t, fromrt p a~~Pt

account V}S’F%ﬁ‘f)f‘go oén%Pﬁ?iéjlet%gE%/'“ioé‘ed’?\?éﬁ' P%)th(el{g I{S?’&kf‘sg e[‘ﬁ @55‘%? val ue
of oge or foiRiuth, W RIdi v Yprams 8isst Chshl AecoRh®WodldSRVer Bt lzerol INotthafTet hod
of claim 15, said reevaluating conprising: receiving a set of one or nore

updat ed i thireformala also satisfies gomadding-up congraing; theftotah valie ofaleCasidi ces at an

date ti t ' ' ts;
ocel vi ngRarslaaet FRferEXE bafls aGoRl Wbt ¥y AL AR ASHEHN BRrE "
cal cul at i frgnsfier. Ullthadradunts i yheagdiriius accomm s wovld idwhyy carbsspord foxtheasset usi ng

the account fornmula and the updated_val ue of the resources pool. 20. The
met hod of VaIPes i the vaugusiliguid Asspss 'ﬁbﬂ%ﬁsﬁe il b dpsscefrp need togissuea) cul at i ng

a pgyout %’ggﬂﬂés AR ﬁo{lﬁ bh§S P %E?inglf%&es g:?.? ?ﬁlﬂb ﬁk@uﬁiQAé’sePi)Sﬁ?rfgeE{/Hx?ed payout

f or mul a; reduci ng e updated v e resources poo he payout
anmount , bAfst secnsityd will tend to be less volatile than the one defined by the linear

formula.
* ¥ %k
With the foregoing description in mind, attention is now directed to Fig. 2
15 providing a schematic block diagram of the Proxy Asset Account Manager in the
Up-Down Proxy Asset version. In this exemplary arrangement, two Proxy Assets
are created, and the two constitute a Complete Set.
In particular, the System Proprietor issues shares of Up Proxy Asset (A)
(block 10), following orders placed in the system on behalf of investors by
20 conventional brokerage arrangements (block 40). Similarly, the System Proprietor
also issues, at block 20, the Down Proxy Assets (B), also following orders placed in
the system by brokers on behalf of investors. Importantly, the shares must be issued
only in Complete Sets, which in this example means that the number of A Proxy
Assets issued must equal the number of B Proxy Assets issued. Receipts from the
25 sale of both the UP and the Down securities are pooled by the System Proprietor in
the Bank and then the individual Cash Accounts credited with shares of this pool,

block 30, in proportions to the amounts per share already in these accounts.



cal cul ating the updated proxy asset account val ue. 16 April 2002 -48 21.
The met hod of claim 20, further conprising publishing, for éWH?QQﬁ ar
proxy asset, a particular payout per share responsive to the payout anount
and the total nunmber of shares. 22. The nethod of claim?2l, wherein the
particul ar payout per share is furthepsresponsive to the proxy asset
account value of the particular proxy asset and the proxy assets set

account val ue As3lovilleé abeid) ddcanf becterbizdd thabae attnal Bredeplyig itliquid payout
per share is further responsive to a change in proxy asset account val ue of

the part fssed bas !;ﬁeexgleraé'@étormwhvaecbbnéé'@aﬁwgemaﬂra@nwr 1and ageordingly it

account r t

cvonts. et BeRicbRaathaly file S iNGild Phd Dbl BTG AIRNEE e
per shar g peanystooreal estaty. TheUp Peo:qUAkéewureQﬁarkéted }Wnth(y sasaedefmmg)unt val ue
di vided by the nunber of proxy asset, shares for a correspondln%gfroxy

assét; tPerameterpinchitingp linkrte anestablishqdsindex and thn Siash egowtt, 4
econom Cyl el ﬁx%%é)ﬁcc %Fbﬁé&%y?&ﬁﬁ%éw%ﬁt i3 SiehBhe YRd gasset and a

down proXy asS€ assel account. val ue step

further ieeiproch ndmit, thePoam PioxprAssyt'saSasht Amauhalaxml weuldi drbp ém up
account faqrnula whereirn an, up proxy asset acc¢ount u_glé‘ger shar
propor t i GHES 11 BrapREiQn 1yibineEsse i the 1eal estate index,v {Is BRGHC lé‘d ues of

the si ng{ @E\Qﬁ't@ﬂ:? leli’rl&g Al cagﬂ% takJntre‘HnrAbC%OBQandAtﬁpgﬁ{édrlhnﬂﬁngom

proxy ass accoun own account formula wherein
asdet acAanmormapqmleaedoMthrtbc shangimg)inslles valugj &S shosicat Tt AGET Ahe val ue of

e ol RSP WL, B P ShoR v A st A e SRR 1O e
is capable of both growth and retraction, Fig. 2 depicts capital flows in both
directions.

In accordance with stored program logic, the system receives input on
15 adjusted account balances and determines a dividend payment, W corresponding to
this new balance. An inverted relation is found between the index and the dividend
stream of ACCT B, linked to the down securities. As real estate markets appreciate,
funds in ACCT B are transferred out, leaving less capital for dividend generation W',
and thus a reduced dividend for the holders of the Down Proxy Assets B. These
20 Proxy Assets, however, should remain in demand at some price, because of the Cash
Account value and because of their usefulness as a hedging vehicle against & drop in
real estate values.
Implementation of the foregoing features is best accomplished via digital
computer utilizing a uniquely defined controlling logic, wherein the computer system
25 includes an integrated network between and among the various participants in the
Proxy Asset security. This is depicteél generally in Fig. 3, wherein a block diagram
highlights the components of a computer system useful for implementing these
assets. The computer system is of conventional design, having a central processor
(CPU) block 100 linked to a main database, DB(I), block 110. The main database
30 includes archival data on the various securities, and allows proper manipulation of

the underlying parameters in accordance with system logic. The database structure is



25. The nethod of claim 15, wherein: an average val ue per sgﬁre .
substantially equals a quotient of the proxy assets set acc fiPri 209%

di vided by the total nunber of shares; a proxy asset account val ue per
share substantially equals a quotient of the proxy asset account val ue
di vi ded by the nunber of proxy asset s¥gmfes for a correspondi ng proxy
asset; the set of one or nore indices contains a nunber N of | ndependent
i ndi ces, ontined inl detailggncthe D atatiage Strueture lsectiondelovas Jbedogietcontrollingact |y N

proxy assets: and sai.d step.of. defining a,pr asset account value further
i ncl udes SY§tEM ?eﬁéﬂc’f‘i'ﬁﬁ%ﬁ&)m disgrete me 5?"%?3 oxy assets set, a

particul ar aCmUﬂsBEétrlﬁtth@ffofe@bin%%y‘sfeﬁﬂir?«ol%‘s%&ﬁipﬁf oPpHYY oRBftBimeaccount
val ue per share substantially equal to the average share value plus a

di f f er endndipestindthe uaderhyring dlliquid assefomadiets, recording peige mpvementsdandér and an

aver.age of al Imc])a%her icndi ces of 1t he *\I | nde enggont And{ces tsai d particular

i ndéx cor TENOLHINES PEOERY Ful PP enear Cpses T ERRY AsSe} A€oyt 16 apri| 2002

26. The pRichbRiingly, thb aySemhdinclifdes ebmmlmk, BIRkAYO, 1624 netwitk fsPpfopecqual s a

quotient of the proxy assets set account val ue of the prog assets set and
i

t he t ot alcontrpiias copmynigatien tef variusgngitytiorsandsinyestorsdnyplysd imthedlroxy count

val ue per ar . tie th I al ue divi ded
by the naiser DS PRidelie thadle oAy IR IR AL OMMO T oe: T e
set of ofcatibnd)®uEin BéthARMIcAELA ALilSthR sydreher ItNs @kpédictethan RMBANKI aedS,
where N is greater than one; the proxy assets set has exactly N proxy

asdérs; #hripeen sndsingpmsringdes pravideres) of gl asse brelessphsndling) trides writther
| ncl udes i, diofuats Pald pSseivRy aﬂ{;QEéﬁvﬁﬁﬁﬁtthQ&sélO@s Wit ea¥h eomhmicald W‘gccoun .

particul ar account function for setting a particular proxy asse
val ue petheBpstemPrbptietot.i al |y equal to the average val ue per share

mul tiplied by uot|ent, of a correspondi particu] ar ipdex of the N
i ndi ces di vi 4 Fherhptug! Eam_@re cA ‘&}fﬁﬁ_ﬁ&bﬁéﬁiﬂgﬁlf’_t pARculedly oficaiss loRg Rod of
clai m 154, d HdeB&ingGRIWer! i§ 1208quatid Rrfe of MathddyC Hbdunts! B%%Yoad%?g‘ég,ggﬁxg@ e

conprising a share of a first proxy asset and a share o r oxy
asdét ; amtlepad valuks, the aumbeu of BfoxyhAssets and theirrrespective GasteAcbumdl e. 28. The

met hod Oi"ogtlngiagn at%c? Di%d%{lg il’gyglﬁngrin{uﬁs, Bhd )8¥de6rlse§:géutljo%, I‘erd?empgigg ahd ©*Y
issuance. A network of PCs with a windows NT operating system is expected to
give acceptable performance. Oracle based database engines allow substantial
account coverage and expansion. The controlling logic will invariably use a
20 language and compiler to match that on the CPU 100. These selections will be set
according to per se well known conventions in the software community.

An alternative configuration would involve, instead of the 150 workstation
linked by Windows NT, an internet web site that allows trade directly over the
internet. Use of the system could still be restricted to brokers, if that is the

25 objective, by suitable password procedures.

Table 1 below shows an exemplary arrangement of the database for the Proxy

Asset Data Processor. This table shows the records and fields that will be necessary

for proper management under this embodiment.



assets set and the second proxy asset is fromthe proxy assets set. 16
April 2002 29. The method of claim27, wherein the first pro¥ARE2E02s
froma first proxy assets set and the second proxy asset is froma
different proxy assets set. 30. The nethod of claim15, wherein: an average
val ue per share equals a quotient of fHe proxy assets set account val ue of
the proxy assets set and the total nunber of shares of the proxy assets
set; a conplete set of shares satisfies certain conditions and has a
conpl ete set nunber of shares; and the nethod further conprises at |east
one of issuing a conpl et TABLEJ: DATABASESTRUETNRE a conplete set of
shares. 31. The nethod of claim 30, wherein the certain conditions include
for each particular proxy asset in the proxy assets set, maintaining a
rati o of Fommees of the particular proxy asset in the conplete set to the
conpl ete set nunber of shares substantially equal to a ratio of the nunber
of psroxy1§f§§ shares of the particular proxy asset to the total nuniser of
shar es. :ﬁeld;l'he, nmet hod of claim 30, said issuing a conplete set of shares
conprising: Tncreasing the nunber of proxy asset shares of a particular
proxy asset by a nunber of shares of the particular proxy asset in the
conpl ete set, }dorg'gach jarticul ar proxy asset in the proxy assets set; and
i ncr easi §3"M‘?€ FESYAME @00l with additional resources in an anmount
subst ant icg]dl. . t of the conplete set nunber of shares
mul tipli eCE ogn%?%g%g\l/ég?ég)é%a ue per share. 16 April 2002 -52 33. The
metod ofNameaomfiBf; sai d redeemi ng a conplete set of shares conpri sing:
decr easi r}%‘dthe‘ nunber of proxy asset shares of a particular proxy asset by
a nunber Mares of the particular proxy asset in the conplete set, for
each par tpr&) Akselof BundRkSH) NuhbBepé.proxy assets set; and decreasing the
resources pool by a payout of resources of an anmount substantially

Current Numbers of Shares or Bundies Owned in Each*:

7z

Transaction ID N\imbers*:

15
Transaction Information:
Transaction ID Number:
Proxy Asset or Bundle ID Number:
Buyer ID Number:

20 Seller ID Number:
Exchange, Issuance or Redemption:
Date and Time:
Number of Shares or Bundles:
Price per Share or Bundle:

25 Complete Set ID Number:



equal to a product of the conplete set nunber of shares nultipl i,g by the
average val ue per share. 34. The nethod of claim 15, wherei ﬂ%”s%'ﬁ Qﬁ’zferent
event of the plurality of predetermi ned events is a different update tine
of a set of predetermned tinmes. ., 35. The nethod of claim 15, wherein at

| east one index of the set of one or +asre indices represents prices for a
liquid asset. 36. The nethod of claim 15, wherein at |east one index of the
set of orfdwbmdSeld Qrdersces represents prices for an illiquid asset. 37. The
met hod of Fde?ibfqngb - wherein the illiquid asset conprises real estate. 38.
The et ho% or “cl'arm 36, wherein the illiquid asset conprises privately held
cor por at CustefigrSID Bambbe net hod of claim 36, wherein the illiquid asset
conprises infrequently traded corporate stocks. 16 April 2002 -63 40. The
met hod ofB& Qrdar3s SellH@rder:n the illiquid asset conprises a ship. 41. The

met hod of [ in khedilliquid asset conprises an aircraft. 42.
Thehg)met hoPd%ﬁlAg}%ﬁ% gg%&m’?g“ﬂdﬁb ﬁnga{]i d asset conprises a rare coin.
43. The metNigdietoDrder:aNGmB6rs ofSNadsioriBshdlds | qui d asset conprises a precious
genstone.. 44. The nmethod of claim 36, wherein the illiquid asset conprises

a mast er gf démitfAvdse: Brige apd Nuymbersof (fbarasfordBundles36, wherein the illiquid
t ' ) f im36, wherein the illiquid
fset comDSafbrad BbORM Nifbelo S SEREPG: Blmdied: "0 1S nerein at

| east ondidet Pateodind Tigne¥et of one or nore indices represents an incone
flow 48. ‘Ic'{%[e met hod of cl aim 47, wherein the inconme_ flow conprises incone

assHti at Qrdsr Expizatiap Rateyand Jgmerge. filliorder watilch:90 pmu¥/5/%herein the i ncone

fl ow conprises incone associated with an individual person. 16 April 2002
- -54 50. The nethod of claim47, wherein the inconme flow conprises incone
' associ dleededCash Meavamt Iifoonationl. The net hod of claim47, wherein the

i ncone fl ow.conprises inc ue.to human capital. 52. The nethod of claim
15, wher éﬂ?%al_g[l“g?%%@? ASSts ﬁqﬁfor&ubiﬁccgg@w&n Bﬁfg‘)dtyr)ﬁmr e indices represents
an econorfidiall NEEE &X' Shares Outstanding in Entire System (S):

15 Average Cash Account Balance per Share in System (V/S):

Complete Sets:

Set Number:

Proxy Asset or Bundle ID Numbers in Set*:
20 Index Information:

Index ID Number:

Update Frequency: e.g. quarterly

Date of Last Update:

Market Description: e.g. single family homes in Metro Los Angeles
25 Price or Income Index: e.g. price

Date*: e.g. First Quarter 1980

Index Level*: e.g. 100.00



53. The nethod of claimb5b2, ,~~~,.rc:~ u~~ .;con.,~r::" . I t#{
conprises a consuner price index. 54. The nethod of clai m5§, € (9|2n t he
econonm ¢ i ndicator conprises an unenploynment rate. 55. The nmethod of claim
52, wherein the econom c indicator conprises consuner confidence. 56. The
met hod of claim 15, wherein at |east -@%e index of the set of one or nore

i ndi ces represents a mac¢ro-econom c indicator. 5 7. The nethod of claim 15,
wher ei n &f”&éﬁ?"’gn@mﬂz‘éx of the set of one or nore indices represents a

COWOSit%&H%&&g&(t%@ ﬁsﬁ‘ﬁ% ¢ks. ' S8. The method of claim15, wherein

at | east one I ndex e se one or nore indices represents an

appr eci alProxy Alsset Type: Swap,ddprpp Do, ienckex of cor porate stocks. -55 16
April 2002 59. The nethod of claim58, wherein another index of the set of
one or mirashiArgpuForawla e s an appreciation strip residual of a

comgosi te i nd(?g of f?ﬁép?g‘?f'3&5%@i“&Q'(i“m9§P§%J§R%Pf claim 15, wherein at

| east one ind of one or nore In presents earnings for
at | east one d)rporfat idown @abh Aldeoumet Rad /8f - midax findéx IDvmanshier) at | east one

i ndex of the set of, one or re indic repr nts earnings in a particular
time period & a pPUSHAR Ri‘sqgf"c%?“éc?r glsl‘f"o'hg."?‘%i‘.‘&"?‘h' r}?“,i?’sz .",: ~f claim
15, wherein at | eaginRReD mdfders)f the set of one or nore indices represents
price to earnings ratio for a corporate stock. 63. The nethod of claim 15,
wherein at | east one index of the set of one or nore indices represents a

tracki ng stock for a subdivision of a conpany. 64. The method of claim1l S,
vmgﬁ)ei n ﬁ'vi‘%ﬁglp‘%‘ﬁg}? B of the set of one or nore indices represents an

i ndex of ORRHAPalR Fdimula e NiRitkpd of claim 15, wherein at |east one
i ndex of the set of one or nore indices represents a balance of trade for a

count ry. Psexy Rseet RyphoSwaip, Up ar o8l eWhier ei n at | east one index of the set

of one or..nD gdi}pdi@ trse,‘presents a bal ance of trade for a pair of

countries it #6H of claim1 S, wherein the resources pool includes
i 111 qui dsigkRh8 Payoit Fdrfuld egpril 2002 68. The nethod of claim 15, wherein
t he resources pool includes incone flows. 69. The nethod of claim1 S
wheldei n t he r civydendpaiddsr Sh%&l‘m@i@%"%ﬁﬁ@&‘.‘“t‘mﬁ‘“ﬁ@t hod of claim1 S
wherein the resources pool includes liquid assets.

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

20 Index ID Number*:
Cash Account Formula ID Number:
Cash Balance Change Frequency: e.g. quarterly
Next Cash Balance Change Date:

25 Historical Cash Balance Changes:
Historical Cash Balance Change ID Number
Historical Cash Balance Change Date*:
Historical Cash Balance Before Change Amount*:
Historical Cash Balance Change Amount*:

30 Historical Cash Balance After Change Amount*:



71. The nethod of claim 15, wherein the resources pool incl g?i’f d’tem
with present value. 72. The nethod of claim 15, further corrg f 'ﬂ%‘? 2% r adi ng
a proxy asset on an exchange. 73 . The nmethod of claim~72, further
conprising, identifying conplete sets anong orders for proxy assets of the
proxy assets set on an exchange, whergjyn a conplete set satisfies certain
conditions. 74. The nethod of claim 73, fiu-ther conprising, using

pr edet er b0 ofed Definidionig rules to fill orders with at |east one of trades
anong investors and redeem ng shares in conplete sets and issuing shares in
conpl et e Pseys Asset IB Mymber: 2002 Y -57 75. A nethod for banking i nvestnents

in a prowoﬁigéeigg,sgztg{gaém\p@%gl:ﬂ%g proxy assets that respond to a set of

one or nbrerin od“conpri sing: maintaining a database having

i nf or mat Igifial Gashcpéri Star@fe.@ $180100 for a resources pool, and information
indicative of a particular investor account including a particular investor
of & set Bgse Datexsigodanuasy 38, 1928l ar proxy asset of the proxy assets set,

and an i .Pr.0 shares; ~ sending over a
conmuni c%’?’o%hgﬁluﬁlﬁl)l%i)g?tsﬁhg% I ‘I{tﬁgédcngél %;é %@fﬁoe val ue of the resources pool;

and receiQurrgt Cushr Acbeunt Balante pef siis: ¢.gnEI0 proxy asset account val ue per
share responsive to an index of the set of one or nore indices for each
proxy as&vidend FrRAugneyiy assets set. 76. A method for trading on an

exchange QPb‘?@idQﬂ%EuQ.fQ.éYJa@ﬁE@tPoﬁg%so“ two or nore proxy assets that
a 0 r-nore |

respond t0 set one i'Ces, each proxy asset of the proxy
asqeét s s@aslhAccount Fopmaky I MNamtberccount val ue and a nunber of proxy asset

shares, @.sum oyer t r set set of the proxy asset account val ue
subst ant %Yﬁﬁﬁngé%qtﬁg’rg‘“&a%y“&%% resources pool, the nethod conprising:
presenti Ryt €ash BARHEE CRar¥BLEIEg SRhuy FJ)a0eg Of the proxy assets set

anong one or ~l nore offers to trade shares of the proxy assets set; 16
Apri| 20Qash 2@countiMumaber: a conpl ete set satisfies a certain condition anong

shar es oy LD, B Befiahie >t

15 Issuance ID*:

Redemption ID*:

Proxy Asset Bundle Definition:
Proxy Asset Bundle ID:
20 Proxy Asset ID Numbers*:
Number of Shares of Each Proxy Asset in Bundle*:

Issuance History:

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

Issuance ID Number:

Issuance Date:

Number of Shares:

Issuance Amount per Share:
30



77. The nethod of claim 76 said presenting a conplete set further

conpri sing maintaining nore than one book w ndow on a tradi n@@%ﬁ“@@ﬂzat one
time. 78. The method of claim76 further conprising allowing a trader to
set an alert responsive to an average price of a conplete set of sell
orders satisfying a proxy assets set !4 fz redenption condition. i 79. The
nmet hod of claim 76 further conprising allowng a trader to set an alert
responsi edemptibn dfistepge price of a conplete set of buy orders satisfying a
proxy assets set issuance condition. 80. The nethod of claim 76 further
conpri si AgoauAsiehor Bundle I MNumhera conpl ete set of shares of the proxy
assets s@i, %016 ﬁﬁrﬁg?ljje offers to trade. 81. The nethod of claim76
further conprising auto ifcally filling one or nore orders to trade proxy
asset s ofRedbmptis0 XY N@abérs set according to predetermned order filling
rules. 82. A nmethod for managi ng a proxy asset set of two or nore proxy
assét s t RedemptighPatao a set of one or nore indices, each proxy asset™ of

t he pr oxXyy ?to?sfiﬁl;esha\’i ng a proxy asset account value and a nunber of
proxy asSet shares representing equal clains on the proxy asset account

val ue, t Redpmption Anis@int pei Shar¢i ng a total nunber of shares equal to a 16
April 2002 -59 sum over the proxy assets set of the nunber of proxy asset
shares and having a proxy assets set account value equal to a sum over the
pr oxy assﬁag, @eleg oli] -lglgeﬁé%oxy asset account value, the nethod conprising:
receiving a“val ue o? a resources pool; receiving a value of an index of the
setlOof indices; evaluating a proxy asset account value according to an
account formula responsive to the value of the index and a constraint on
the proxy assets set account value by the value of the resources pool, said
eval uating perhefid tHfé@rbrﬁﬁﬁ'g "TuREidhs Vf RE L E¥sHmaRll ifistRIcHbAL. | THe Of
predeterm ned events. 83. A systemfor providing a proxy asset set of two
or nore firshiy tmsdew contratled ereption of Braxys Assets; by efiomgmave Prowyi Aesets each

proxy asget of t oxy.assets set hayi ng .a prox et ,,account val ue and
D o o Srateh. wl bENirEs Siing Blos K3 ettty BB URESBg  Liror
of 1shar epr@guAkset Buadies,Nor0e Hoing cobibiiations oe idfe RIveOTTH GO RE Of proxy
asset shares and havi ng agroxx assets set account value equal to a sum
over t hetrgpggg balances among Cash Accounts so that the Cash Account Formula is

satisfied by the balances. The third is to define and allocate dividends on the Proxy

Assets. In each case, the critical controlling data must be stored in the properly
configured database.

20 The first of these three functions is important, as success in risk management
requires identifying the appropriate risk categories, categories that may be changing
all the time. For example, investor demand for Proxy Assets in real estate may
suddenly shift to a small configuration of neighborhoods that might be represented
by a combination of zip-code or census-tract real estate price indices. We want to

25 have a system in which the creation of new Proxy Assets such as these can be done
as automatically as possible, by a trained representative of the System Proprietor
operating the Proxy Asset Data Processor, or even, possibly, by broker clients
themselves. If the cost of creating new Proxy Assets is made very low, then we
might expect to see many more such Proxy Assets created.
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assets set of the proxy asset account value, the system conpri,si.
network; a conputer readabl e nmedium connected to the netman§A§gr%xE§nputer
readabl e nedium storing a value of a resources pool and a nunber of shares
of each proxy asset for each investor of a set of investors; one or nore
bank processors connected to the netwosk.-configured to conpute the val ue of
the resources pool; and 16 April 2002 -60 one or nore proxy assets set
processors conThegfirsduiadionds accoanplished ipacoordarsevitladrologic flowwhags a
e.corres of .one,or nore

function of ,at, least o ondi i ndex of the s
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proxy assets set of two or nbre proxy assets t respond to a set of one
or nore isysteoeusert By ASTE) aveimeanfor ithe regl estatecoamipls, ar defohitidreofrtheti um f or

storpng informati on indicative of, a val ue for.a, resources pool, and

i o8 et | PRI oeLprepel SRR an GRSt PEGE s BEear fers g

parti cul afoiflii£ %@ DiRidefd Tay o FormUAa! Sirve WeRARl fild ¥ diPhQUIY tcPsesiry Of the
proxy assets set, and an investor account nunber of proxy asset shares; and

one or nothesep thecsysteor may provide dools,csuch as anapsushewing kogatidns ofezdp wodes e one

Oor nore processors Cﬁﬁfi ured to zgnl over gklcommni i a_ signal

€ at fons L i ntk
i ndi cat i vETSY FHAS AP 7S SUpaaTy & % 80w she' page; ndices; for, eagh of these.
comuni cat i onsThd Bfstéin Wrﬁ%&st@%ﬂﬁiheﬁ@l?&b&ﬂbreﬂqbrﬁﬁ%D’%etsctbﬂnﬁicfrﬁﬁﬂtl’(l? liye to an

I ndex of the set of one or nore indices for each proxy asset of the proxy

assé@s senew gad caunos bp approximated byrexdsting Rroxy Assatehbin ge iddnticalsProky a pr oxy
oSt . e by gl o A ARG i Ao oSk, By 1P O 7
bundles of existing Proxy Assets, by components of existing Proxy Asset Bundles, or
by combinations thereof. In an initial run, test 220, the system searches over the
existing Proxy Assets, the possibilities for new Proxy Asset Bundles from existing

15 Proxy Assets, components of existing Proxy Asset Bundles, and displays the
characteristics of the Proxy Assets that may be thus generated, including information
about the Cash Account balance that would be implied for the Proxy Asset under
consideration. Possibly, some combination or division of Proxy Assets with a
slightly different base year may be close enough to the proposed Proxy Asset. If the

20 user signals that the entered Proxy Asset is not sufficiently new, if one of the
possibilities put forward by the Data Processor is satisfactory, logic branches to
block 230 and the existing records are pulled from the database for the already
extant Proxy Asset or Proxy Asset Bundles, with logic shifted to a separate
subroutine.

25 A positive response to test 220 branches logic to block 250 wherein the
parameters of the new Proxy Asset are entered into the system, and the parameters
of the remaining elements of the Complete Set specified. In the case of simple
Up-Down Proxy Assets, as illustrated in the Figure, the Complete Set can be
automatically defined by the system, providing a definition of the Proxy Asset pair

30 (AST_PAR(I)), both elements of which must now be created. At this point, it must
be decided whether the new Proxy Asset pair should be defined in terms of a single



-61 proxy assets set having a proxy asset account val ue and nugg of
proxy asset shares, a sumover the proxy asset set of the pﬂg ! éﬂ%
account value substantially equaling a value of a resources pool, the
apparatus conprising: a display device; and one or nbre processors
connected to the display device, the.gse or nore processors configured to
present on the display device a conplete set of shares of the proxy assets
set anonipdexeorowhetnerche phirshotld ter dafined lnaracBrosy Asket Burally imtesms of siet ;

wher ei n compl.ete set sat.isfi ascertain condition anp reszof the
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havi ng apriétk YA aegfive resionss (P alleikd! Buststi ntry @f 2 SohitolUfY cyfdle Pr oxy
assets set of the proxy asset account value, the apparatus conprising: a

comput er CYC(Iasatingythei ttme ingerval betwegn adiusimantofor she acrountsandgdividendsd a

val ue of jan,index of the set of .lLndices: d [ 0L essor

Lonnect it e iEDSm Btk Hke) T3NS conihtn MiFadte (S ROIRIITAE:

conf i gur eshttcllify alteiabtoda Bystent stss@valeColablks YHI-3830, aTRRr cdnipletethan account
formul a responsive to the value of the index and a 16 April 2002

- 6380nst fisst porigen ehthepressssing swiths logis shifted i thonet seqipnen blogki 3180. of
resources pooprea%% doﬁl{é‘!u&laéﬁelg%ﬁﬁWﬁaﬂ&a&s&u{eﬁ%ﬁgu‘?& s pgvent of

a plurality of predetermne conput er program product for
banki ng dnplays femiiag ithe foundation forské VPSBowafProxyw Assetipaireispccomplishedt s t hat
respond o a set of one or nopre indices, the conputer praogra oduct
conpri si fn:;:fheaf%ﬁﬁ*mtal CPRURANIS éh?r%i%%!'ﬂ"df’ @stﬁﬁ%% i g‘ﬁﬂ_ﬂ%‘?&ﬁ{%i cative
Ui a WU obOFird enifbles thé en‘ﬁ[sy FORk mﬁﬂiﬂg'l"r&ﬁ MRbdt Yairl RYTC PAR(D Hbcid

particul ar 1 nvestor account 1 ncluding a particular I nvEstor of a set of

i &8st or $41% Phe isysteth aoheghsowdyethersthis isfa ndve Ppoxyxisset pair ait ¢ast 142hdlfan

i nvest or accpunt nunber. of, pr asset. shares,; ,and i,nstructions stored on
e e onr ey R iR, soShghk THo.GoRetin e (Cagh A¥Py BRlAdg et Biars
AST_BAL(]) is entered for both elements of the pair. These balances provide the
financial backbone of the Proxy Assets. Implementation is made at blocks
1450-1460 setting up the two corresponding accounts ACCTA(I) and ACCTB(I):

20 operation allows the entry of custom account parameters ("yes" to test 1470 - and

entry at block 1490) or entry of pre-selected default values, block 1480.
As previously described, the system includes a communication link between
various participants and governing institutions. A book window is created, block
1500, for traders on the trading system, indicating, initially, the defined Cash
25 Account balances per share for both Proxy Assets in the pair, even though no shares
yet exist. Orders may now be placed by customers, and these will appear on the
book window. To create the first Proxy Asset share, since no shares yet exist, the
trading system must first identify a Complete Set within the orders whose value
equals (or exceeds) the combined Cash Account balances per share. Thereafter, the
30 system can fill orders both by exchanging existing shares and by finding Complete

Sets among orders. When a Complete Set is first created, the Bank or similar



one or nore processors to send over a comunications |ink a signal

i ndi cative of the value of the resources pool; and receive pri ga02
comuni cations link a proxy asset account val ue per share responsive to an
i ndex of the set of one or nore indices for each proxy asset of the proxy
assets set. 88. A conputer program proguct for trading on an exchange
shares of a proxy assets set of two or nore proxy assets that respond to a

set of onepENitoRPHE cagithl 4 fccoRBEform, hﬁlsﬁbéinbtiﬁ@@%fiﬁﬁ%irert%fe%ﬁﬁh&f the

proxy assets set having a proxy asset account value and a nunber of ' proxy
asset shandautemalimstovcturingref sacounts pagtioulasized d advancerioagsponseto thecount

val ue subs tahal ualing.a v e of a,resqurces pogQl . t conput er
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di splay device a conplete set of shares of the proxy assets set anobng one
or rfore dopladsform anlphwithitaCemplste Sete withothe chenging indices gaverning the conpl et e
set satis&‘ckgﬁlt@ certain condition anong shares of the proxy assets set. 89.
A conput er program product for managi ng a proxy asset set of two or nore

proxy assets tR&urnis ROFiputdS tafidith@da@bisedt upBited With theScurie@C(@andr oxy asset
of the prox3§ assets set having a proxy asset account val ue and a nunber of

proxy asd$ew)dhak@kinfemmation, lagie queripsioncthginext AST: yalugy(Iaty attestel 538¢ #ount

val ue, t r e ' ofaly gunber [ gual to a sum
over ther&g?g‘fgﬁgg@ﬁg% t °§P°a {'141“2&#85 0eIrh%o "prox'y""ia)tc{stsh%[})q gﬁa? gss}égﬁ‘ge(ﬁavi ng a
pr aly asdfet thegeixt acserivyt val ue equal to a sumover the proxy assets set of

t he proxy ass account val ue, the conputer program prodyct conprising: a
conput er read Vet opSsTReN gﬁ&\_eisa@tegl FArIeS BRalysly o5 s yraey ool and a
val ue of e LRk RbulshdS@lechle LABHIGASN of AhunlbRt o GldiRBEvataBleido 0N L NE
conput er reada dirum caus| Nng one Of nbre processors to evaluate a proxy
asset acallomt opesition oft therRtoxy Aiseetarin Rigurerd, séwaraludfathesesqmenstions ahd t he val ue

of the index and a, constraint don t he roxy 16 ril 2002 -64
roufine procedures are depicted as examples of system processing, recognizing that

15 many other variables are tracked in like fashion.

Beginning with block 1600, logic in Figure 6 first pulls the current date,
date(J), and enters this into the process, block 1610. The current Proxy Asset pair
file is recalled, block 1620 read, which includes the current asset balances updated
for interest earned by the Bank. The periodic date is compared to the present date to

20 determine if the current date is an event date for adjusting the Proxy Asset accounts.
A positive response to test 1630 reflects the match of dates and need to update the
accounts; accordingly logic continues to block 1640 and the system recalls the
current index value for the tracked asset, IDX(1,J). In this context, the counter
variable J tracks the cycle - and thus absolute and relative time periods.

25 Continuing with Figure 6, the system applies the Cash Account Formula to
the Down Proxy Asset, block 1650, making the balance per share equal the
combined balances per share in the two accounts before the transfer minus the index,
and applies the Cash Account Formula to the Up Proxy Asset, block 1660, making
the balance per share just equal to the index. Note that the combined balances of

30 the two accounts is unchanged by this transfer, so the transfer is always feasible,
even though the Down Proxy Asset Cash Account balance may be negative. Then



assets set account value by the value of a resources pool, ?gid.ﬁﬁﬂ#uating
performed upon occurrence of each event of a plurality of p é@?e ned
events. 90. A signal transm ssion for banking investnents in a proxy assets
set of two or nore proxy assets that respond to a set of one or nore

i ndi ces, the signal transm ssion conpBésing: a carrier wave for

transmttin signaﬁﬁ signals transmtted on the carrier wave indicative of
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25 Ol indRiaal investors who might place orders directly with the Syetem. During rouins -
operation of the proxy management system, the Bank will be directly.responsible for
investing the pooled balances of the Cash Accounts, while the Proxy Asset System
will be responsible for maintaining the Cash Accounts for the individual Proxy
Assets, thereby in effect dividing up the balance in the Bank among Proxy Asset

20 shareholders.

Execution of orders, by issuance and redemption or matching and clearing of
buy and sell orders, for the Proxy Assets is accomplished by the logic and control
commands detailed in Figs. 7 and 8. Figure 7 shows the Proxy Asset Order
Processor. Beginning at start block 400 in Fig. 7, the order entry subroutine is

25 detailed. Orders are received at block 410 from investors or brokers via
workstations 150 (Fig. 3) or internet link. Orders may consist of market orders (to
buy or sell a specific number of a specific Proxy Asset at any price) or limit orders
(to buy a specific number of Proxy Assets at or below a certain price, or to sell a
specific number of Proxy Assets at or above a certain price, bids and offers, hits and

30 takes), or possibly other kinds of orders. These buy and sell orders are stored, at

block 420, in a pending order list for each Proxy Asset in what is essentially



havi ng a proxy asset account value and a nunber of proxy as§€h S gs
representing equal clains on the proxy asset account val ue, 8 (9 y asset

set having a total nunber of shares equal to a sumover the proxy assets
set of the nunber of proxy asset shares and having a proxy assets set
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met hod ofrden listheoreespending o eachoPrody fAssetare dndividually aceessed: aud, searchedue
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and aut qidér forlthay Peobty Aissd, those shafsdadre tradeddt BIueR W30 Withaut! the isduaiRgponse to
the one or nore candidate 1 ndices indicated. 95. The nethod of claim15

whif ei n aftredemptionpfeanynariditiosal shases; dhosgrorders remoyed froph theckendingerdsent s a
spread ' ' r e IHE% | ai m 15
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roxy Asset, the NO path from block 520 is followed and processing loops, asset in

the system.

15 When all matching orders in the system have been processed, logic extends to
block 550, whereupon the buy orders for all Proxy Assets in the system are together
searched for a Complete Set or closed path. As discussed in Example I, a Complete
Set is just an Up-Down pair. In Example II above, closed paths may consist of
reciprocal Swap Proxy Assets (e.g., ij and ji) or a more complicated set, such as an

20 ij swap, a jk swap, and a ki swap (or any other path beginning and ending on the
same asset). The combination of the Proxy Assets in the path have a total value as
discussed in Example II. The sum of the buy orders in the path must equal or
exceed this value. If so, test block 560 branches to a processing routine, beginning
at block 570, for issuing new shares of these Proxy Assets, updating the Cash

25 Accounts of the respective Proxy Assets in the proportion to amounts already there,

then deletes these buy orders from the pending order list, before returning to loop

550 to search for additional closed paths. Alternately, if the sum of the buy orders

in the identified path do not meet the total value of the path, the path identified in

block 550 is rejected at test 560 and different path combinations are searched.

30



I ndices represents a spread in a bid ask price for one or ég 'ﬁﬁﬂﬁ on an
exchange. 98. The nethod of claim1l S wherein at | east one | 8% t he set
of one or nore indices represents an occupational incone. 99. The nethod of
cl aim 98 wherein the occupational incone is associated with a class of

| abor. 100. i c~C nethod of claim98 gherein the occupational incone is
associated with a cluster of |abor sharing certain characteristics.
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ca] ca U systdaaheahand Ltk aRa|oedis is compared to the total value of the Proxy

5 Assets in the identified path at block 610. If greater, the orders are executed

beginning with block 620 by redeeming existing shares of these Proxy Assets,
updating the Cash Accounts to reflect the redeemed Proxy Assets and deleting the
sell orders from the pending order list. Processing then continues to exhaust all
possible closed paths. When all closed paths are identified, the subroutine ends at

10 block 630, or alternately, the abilities of one skilled in the art of programming may
allow the System Proprietor to implement the subroutines instead beginning at blocks
510, 550 and 600 as separate, and/or concurrent subroutines.

The execution of the buy and sell orders may also be connected to procedures
whereby trade is suspended in unusual market situations, akin to the circuit breakers

15 of organized exchanges. The execution of the buy and sell orders may be limited to
certain classes of customers, such as registered broker dealers. The execution of the
buy and sell orders may also be connected to a market surveillance system, like
those at existing exchanges, to check for attempts at market manipulation or other
illegal trading practices.

20 Figure 9 is a relational block diagram depicting the Proxy Asset Bundle
Manager. In this diagram, four Proxy Assets, Proxy Assets A, B, C, and D are
shown for illustration. In this example, only Proxy Asset D is sold directly to the
public. Proxy Assets A, B, and C are bundled together as shown, and the bundle is
sold to the public. Since the Cash Accounts for Proxy Assets A, B, and C are

25 already in place, and their Cash Account Formulas and Dividend Payout Formulas
already defined, people will have some idea of the effects of taking this Proxy Asset
Bundle apart at a later date. Knowing that the Proxy Asset Bundle is decomposable
later may facilitate its marketing to the public today.
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10AABCaDDE} A <B1 Look up Cash Balance Change Formula and Necessary Indices

Calculate Cash Account Balances Change
Is Transfer Between Accounts due today?
If Yes: |
15 Make Transfers Among Cash Accounts according to

Cash Account Formula

Define New Swap Proxy Asset (run manually)

Select the Two Indices to be used, Rescale to 100 on Base Date
20 Select Formula Type

Fill in Base Date and Initial Cash Per Share

Fill in Cash Account Formula

Fill in Dividend Payout Formula

Make List of all Complete Sets
25
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Fill in Cash Account Formula

Fill in Dividend Payout Formula

Make List of All Complete Sets
10 2. Functions Ordered by Brokers

Process Buy Or Sell Orders (run when an order comes in)
(If for a Bundle, treat each Proxy Asset in Bundle as shown below)
Receive Transaction Request and Enter into Database
15 Display Order on Screen with Other Unfilled Orders
Display Historical Values of Indices
Display Cash Account Balances
Search for combinations of non-expired Buy and Sell Orders of same Proxy Asset
Identify Matches in Limit Orders and Numbers of Shares
20 If found, Execute Orders through Exchange of Existing Shares
If None Found,
Combine Order with other Orders of same type (e.g. Buys for same Proxy
Asset)
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Fill in Issuance Records
Create Investor Records
10 Fill in Historical Cash Balance Changes Record
Update Number of Shares and Current Cash Balance in

Proxy Asset Record

If an Offer to Sell a Proxy Asset
15 Search for Complete Sets among Offers
If Total Offer Prices in Set < Total Cash Account Balances
Then:
Redeem Existing Shares
Create Transaction Records
20 Create Complete Set Record
Fill in Redemption Records
Update Investor Records
Fill Historical Cash Balance Changes Record
Update Number of Shares and Current Cash Balance in
25 Proxy Asset Record
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proxy assets within the same complete set

3. Functions ordered by Investors (Informational Web Site):
10 View Indices
View Outstanding Limit Orders (Book Window)
View Composition of Bundles
View Proxy Asset
Base Date
15 Indices used
Cash Account Balance per Share
Starting Cash Account Balance per Share
Cash Account Balance Change History
Dividend Payment History
20 Cash Account Formula

Dividend Payout Formula

Although the invention has been described in detail for the purpose of
illustration, it is to be understood that such detail is solely for that purpose and that
25 variations can be made therein by those skilled in the art without departing from the
spirit and scope of the invention. Indeed, some variations may need to be made to
satisfy requirements of regulators, tax authorities, existing exchanges, brokers and

underwriters, requirements that may vary through time and across countries.
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system comprising: a data input means for collecting data on said proxy assets and
storing said Proxy Asset data in a programmed controlled database; a data processing
means for accessing said data from said database relating to said Proxy Asset and
accessing data relating to a value indicia corresponding to said substantive asset and

10 based thereon periodically determining a new cash balance for each such that the
total cash in all accounts is unchanged of said Proxy Asset; dividend processor for
taking changes in said value of said Proxy Asset and providing a return

commensurate with said change in the form of dividend payment.

15 2. -The system of claim 1 wherein said Proxy Asset database includes data on

Complete Sets for each Proxy Asset and original issuance and price data thereon.

3. The system of claim 1 wherein said value indicia is a composite index value

that quantifies a current price expected to be paid for said substantive asset.

20
4, The system of claim 1 further comprising a Proxy Asset Bundle Manager
capable of aggregating unpaid Proxy Assets into a single asset.
S. The system of claim 1 wherein said Dividend Generator applies a pre-
25 established dividend formula to determine a dividend payment and makes said

payment to an asset holder of record at pre-set intervals.

6. The system of claim 1 wherein said Proxy Assets are distributed through a
trading system permitting asset purchase trading and redemption.
30
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1f #10% 1Gfdicés for one or more underlying assets or data on incomes generated by one or

10 more income sources; said account manager creates and manages Proxy Asset Cash
Accounts corresponding to said underlying assets or claims on income, in association
with pre-specified Cash Account Formulas defining the underlying Cash Account
balance for each Proxy Asset, by transferring funds among Cash Accounts within
Complete Sets, and by allocating proceeds from sales of Complete Sets of shares

15 among Cash Accounts in accordance with the Cash Account Formulas; said account
manager further facilitates, processes and records the issuance and redemption of
Complete Sets of Proxy Asset shares, and

Proxy Asset Dividend Generator, wherein said Dividend Generator provides a
dividend payout to holders of said Proxy Assets from corresponding Cash Accounts

20 pursuant to a pre-specified Dividend Payout Formula.

8. The system of claim 7 further comprising a Trading, Issuance and
Redemption System that receives, stores and processes customer orders to buy or sell
individual shares of Proxy Assets, executes trades among existing shares of Proxy

25 Assets when possible, and searches for and discovers predefined Complete Sets, as
defined by the Proxy Asset System's rules, and executes orders within Complete Sets
by issuance of new shares of Proxy Assets and/or redemption of shares in Proxy
Assets.
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balance per share for the two, the two together comprising what we call a Complete
Set, so that it is always feasible for the Proxy Asset Account Manager to maintain

Cash Account balances at the level specified by the Cash Account Formulas.

10 10.  The system of claim 7 wherein said Proxy Assets represent swaps between
pairs of illiquid assets or income sources, allowing risk swaps and/or the creation of
bundles of Swap Proxy Assets, said Swap Proxy Assets having Cash Account
Formulas such that Complete Sets may involve either pairs of Swap Proxy Assets or
circles of Swap Proxy Assets.

15
11.  The system of claim 7 wherein said Proxy Assets are defined using indices of

income produced by specified income sources.

12.  The system of claim 7, further comprising a Proxy Asset Bundle Manager,
20 which forms bundles of Proxy Assets that are pre-defined by the system.

13.  The system of claim 7 wherein said Proxy Assets are organized into Multi-
Asset Pools, wherein said Proxy Assets individually swap a corresponding index
against the remaining Proxy Assets in said Pool, and said Cash Accounts

25 corresponding to each Proxy Asset in said Pool are adjusted in accordance with an
index value for that Proxy Asset relative to the corresponding indices for the

remaining Proxy Assets in said Pool.

14,  The system of claim 14 wherein said Multi-Asset Pool includes up-Proxy
30 Assets,



109&$10% " "& ()- ! THI0%"& ()-! THI0% ()- @O0% & ()-m zXI<@1!9 10""
10""1°/110% " & ()- G&) #10%&' ()-!9&) #10% " & ()-!>&$10% " & () 16 April 2002

1 9&y$10%h& ()- (29uV7@ 1! ssf10% & () -

10% & ()-s8&10% & ()-10% & ()-10% & ()-S#10% & ()- 10""9qO0dE7@

11ssf 10% & ()-fLI0O% & ()- 109 & ()- 10%& ()-L10% & ()-s

10% & ()-gOQVPB4 1 10"" 10"" 10"-463&,

109" & ()-"*10% & ()- ' 10% &.()-g! C&s$ 109" & ()-S "10% & ()-a?"?PB4 1
10" " %40% & ()- + Y%0%&' ()--OL %0w& () -

0" %098& ()-@O0% ()-,#10%& ()-!]x}[:PB4 1 10 >9 10%&' ()-S)!>9 10% & ()-S
Q@ 10%&' () - S15.10%@&medhod forlfdbtkiding a proRy@el get bW dr more proxy assets that
1Y10% & ()-#10% & ()-101010- >9 10%&' ()-S!99 10%&' ()-S >9 10%

£ T AT I e B 00 e 8, )
proxy asset account value and a number of proxy asset shares representing equal claims on
the proxy asset account value, the proxy asset set ha\lling a total number of shares equal to a
sum over all the numi:er of proxy asset shares in the proxy assets set and having a proxy
assets set account value equal to a sum over all the proxy asset account values of the proxy
assets set, the method comprising:
defining a proxy asset account value with a predetermined account formula
resp.onsive to at least one corresponding index of the set of one or more
indices;
constraining the proxy assets set account value by a value of a resources poel; and

reevaluating the proxy asset account value according to the account formula upon

occurrence of each event of a plurality of predetermined events.

16.  The method of claim 15, further comprising:

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

initially receiving from each investor for each investor account a contribution to the

resources pool in an amount equal to a product of the investor account
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number of proxy asset shares and an initial value for a proxy asset account

value per share.

17.  The method of claim 15, further comprising for a particular proxy asset of
the proxy assets set, publishing an updated particular proxy asset account value per share
substantially equal to a quotient of a reevaluated proxy asset account value of the particular

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

18.  The method of claim 15, wherein, during the reevaluating step, substantially
all value lnst from the provy accet account value of one proxy asset is given to the proxy

asset account value of one or more other proxy assets of the proxy assets set.

19.  The method of claim 15, said reevaluating comprising:

receiving a set of one or more updated index values corresponding to the set of one
or more indices at an update time of a current event of the plurality of
predetermined events;

receiving an updated value of the resources pool at the update time; and

calculating an updated proxy asset account value for each proxy asset using the

account formula and the updated value of the resources pool.

20.  The method of claim 19, said reevaluating step further comprising:

calculating a payout amount from the resources pool according to a predetermined
payout formula; and

reducing the updated value of the resources pool by the payout amount, before said

calculating the updated proxy asset account value.
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22.  The method of claim 21, wherein the particular payout per share is further
responsive to the proxy asset account value of the particular proxy asset and the proxy

assets set account value.

23.  The method of claim 21, wherein the particular payout per share is further
responsive to a change in proxy asset account value of the particular proxy asset from a
preceding value of the proxy asset account value at a preceding event of the plurality of

predetermined events.

24.  The method of claim 15, wherein:
a proxy asset account value per share substantially equals a quotient of the proxy
asset account value divided by the number of proxy asset shares for a
corresponding proxy asset;
the set of one or more indices is a set consisting of a single economic indicator,
the proxy assets set includes an up proxy asset and a down proxy asset; and
; said defining a proxy asset account value step further includes
defining an up proxy asset account value with an up account formula
wherein an up proxy asset account value per share is proportional to
the single economic indicator for at least some values of the single

economic indicator, and
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proxy asset value per share.

25. The method of claim 15, wherein:

an average value per share substantially equals a quotient of the proxy assets set
account value divided by the total number of shares;

a proxy asset account value per share substantially equals a quotient of the proxy
asset account value divided by the number of proxy asset shares for a
corresponding proxy asset;

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

the proxy assets set has exactly N proxy assets; and

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

indices, said particular index corresponding to the particular proxy asset.
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value divided by the number of proxy asset shares for a corresponding
proxy asset;

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

the proxy assets set has exactly N proxy assets; and

said step of defining a proxy asset account value further includes, for a particular
proxy asset of the proxy assets set, a particular account function for setting
a particular proxy asset account value per share substantially equal to the
average value per share multiplied by a quotient of a corresponding
particular index of the N indices divided by a sum of the N independent

indices.

27.  The method of claim 15, further comprising:
defining a particular proxy asset bundle comprising a share of a first proxy asset
and a share of a second proxy asset; and

publishing a value of the particular proxy asset bundle.

28.  The method of claim 27, wherein the first proxy asset is from the proxy

assets set and the second proxy asset is from the proxy assets set.
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30. The method of claim 15, wherein:

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

a complete set of shares satisfies certain conditions and has a complete set number
of shares; and

the method further comprises at least one of issuing a complete set of shares and

redeeming a complete set of shares.

31. The method of claim’30, wherein the certain conditions include for each
particular proxy asset in the proxy assets set, maintaining a ratio of shares of the particular
proxy asset in the complete set to the complete set number of shares substantially equal to
a ratio of the number of proxy asset shares of the particular proxy asset to the total number

of shares.

32.  The method of claim 30, said issuing a complete set of shares comprising:

increasing the number of proxy asset shares of a particular proxy asset by a number
of shares of the particular proxy asset in the complete set, for each particular
proxy asset in the proxy assets set; and

increasing the resources pool with additional resources in an amount substantially
equal to a product of the complete set number of shares multiplied by the

average value per share.
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of shares of the particular proxy asset in the complete set, for each particular
proxy asset in the proxy assets set; and

decreasing the resources pool by a payout qf resources of an amount substantially
equal to a product of the complete set number of shares multiplied by the

average value per share.

34.  The method of claim 15, wherein each different event of the plurality of

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

. 35. The method of claim 15, wherein at least one index of the set of one or

more indices represents prices for a liquid asset.

36. The method of claim 15, wherein at least one index of the set of one or

more indices represents prices for an illiquid asset.
37.  The method of claim 36, wherein the illiquid asset comprises real estate.

38.  The method of claim 36, wherein the illiquid asset comprises privately held

corporate stocks.

39.  The method of claim 36, wherein the illiquid asset comprises infrequently

traded corporate stocks.
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43.  The method of claim 36, wherein the illiquid asset comprises a precious

gemstone.

[ 44.  The method of claim 36, wherein the illiquid asset comprises a masterpiece

painting.
45.  The method of claim.36, wherein the illiquid asset comprises livestock.

46.  The method of claim 36, wherein the illiquid asset comprises a

thoroughbred.

47.  The method of claim 15, wherein at least one index of the set of one or

more indices represents an income flow.

48.  The method of claim 47, wherein the income flow comprises income

associated with a country.

49.  The method of claim 47, wherein the income flow comprises income

associated with an individual person.
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human capital.

52. The method of claim 15, wherein at least one index of the set of one or

more indices represents an economic indicator.

53.  The method of claim 52, wiicrcu tiue ecconuiiiie udicator comprises a

consumer price index.

54.  The method of claim 52, wherein the economic indicator comprises an

. unemployment rate.

55.  The method of claim 52, wherein the economic indicator comprises

consumer confidence.

56. The method of claim 15, wherein at least one index of the set of one or

more indices represents a macro-economic indicator.

57.  The method of claim 15, wherein at least one index of the set of one or

more indices represents a composite index of corporate stocks.

' 58.  The method of claim 15, wherein at least one index of the set of one or

more indices represents an appreciation strip of the composite index of corporate stocks.
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60. The method of claim 15, wherein at least one index of the set of one or

more indices represents earnings for at least one corporation.

61.  The method of claim 15, wherein at least one index of the set of one or

more indices represents earnings in a particular time period for a plurality of corporations.

- 62.  The nuotiwd of claim 15, wherein at least one index of the set of one or

more indices represents price to earnings ratio for a corporate stock.

63. The method of claim 15, wherein at least one index of the set of one or

more indices represents a tracking stock for a subdivision of a company.

64. The method of claim 15, wherein at least one index of the set of one or

more indices represents an index of consumption.

65.  The method of claim 15, wherein at least one index of the set of one or

more indices represents a balance of trade for a country.

66.  The method of claim 15, wherein at least one index of the set of one or

more indices represents a balance of trade for a pair of countries.

67.  The method of claim 15, wherein the resources pool includes illiquid assets.
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69. The method of claim 15, wherein the resources pool includes cash.
70.  The method of claim 15, wherein the resources pool includes liquid assets.

71.  The method of claim 15, wherein the resources pool includes an item with

present value.

72.  The method of claim 15, further comprising, trading a proxy asset on an

exchange.

73. The method of claim'72, further comprising, identifying complete sets
among orders for proxy assets of the proxy assets set on an exchange, wherein a complete

set satisfies certain conditions.

74.  The method of claim 73, further comprising, using predetermined order-
filling rules to fill orders with at least one of trades among investors and redeeming shares

in complete sets and issuing shares in complete sets.



Y's10968' ()- , 109%G& ()- 10%3& ()-DxnbC 10Z@10%| & ()- 10G 10G_10G
410968 ()-1: 10%6G& ()-1.10%8 ()- @L109%& ()-5I dEnbC 10z910Wfwril2p02 3
109| & ()-- 10%4| & ()-10%4| & () - @O0%:| & ()-410%4| & ()-"n*dEnbC 10Z
Z"10%4| & ()-s"10%| & ()- Ys10%| & (J57- 10%t| & ()- 10%| & () -

S109%4| & ()-*5dEnbC 10Z . 10%4| & ()- , @O%| & ()-*10%}| & () -

| (310%| & ()-$10%1| & ()-""10%| & () - Lef ghv{bC 10Z10% & ()-#10% & ()- 104|
104| 104| f5910%| & ()- 9310%| & ()- 1GL0%}| & ()-{pdEbC 10Z, F10% & () - 4l
10% & () - Si9% &A(mhethod for banking investments in a proxy assets set of two or more

proxy assets that respond to a set of one or more indices, the method comprising:
maintaining a database having
information indicative of a value for a resources pool, and
information indicative of a particular investor account including
a particular investor of a set of investors,

a particular proxy asset of the proxy assets set, and

1

an investor account humber of proxy asset shares;
sending over a communications link a signal indicative of the value of the resources
pool; and
receiving over the communications link a proxy asset account value per share
responsive to an index of the set of one or more indices for each proxy asset

of the proxy assets set.

76. A method for trading on an exchange shares of a proxy assets set of two or
more proxy assets that respond to a set of one or more indices, each proxy asset of the
proxy assets set having a proxy asset account value and a number of proxy asset shares, a
sum over the proxy asset set of the proxy asset account value substantially equaling a value
of a resources pool, the method comprising:

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

T more offers to trade shares of the proxy assets set;
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77.  The method of claim 76 said presenting a complete set further comprising

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

78.  The method of claim 76 further comprising allowing a trader to set an alert
responsive to an average price of a complete set of sell orders satisfying a proxy assets set

¥ redemption condition.

79. The method of claim 76 further comprising allowing a trader to set an alert
responsive to an average price of a complete set of buy orders satisfying a proxy assets set

issuance condition.

80. The method of claim 76 further comprising automatically finding a

complete set of shares of the proxy assets set among one or more offers to trade.

81.  The method of claim 76 further comprising automatically filling one or
more orders to trade proxy assets of the proxy assets set according to predetermined order-

filling rules.

“ 82. A method for managing a proxy asset set of two or more proxy assets that
respond to a set of one or more indices, each proxy asset of the proxy assets set having a
proxy asset account value and a number of proxy asset shares representing equal claims on

the proxy asset account value, the proxy asset set having a total number of shares equal to a
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assets set account value equal to a sum over the proxy assets set of the proxy asset account
value, the method comprising:
receiving a value of a resources pool;
receiving a value of an index of the set of indices;
evaluating a proxy asset account value according to an account formula responsive
to the value of the index and a constraint on the proxy assets set account

value by the value of the resources pool, said evaluating performed upon

occurrence of each event of a plurality of predetermined events.

83. A system for providing a proxy asset set of two or more proxy assets that
respond to a set of one or more indices, each proxy asset of the proxy assets set having a
proxy asset account value and a number of proxy asset shares, the proxy asset set having a
total number of shares equal to a sum over the proxy assets set of the number of proxy
asset shares and having a proxy assets set account value equal to a sum over the proxy
assets set of the proxy asset account value, the system comprising:

a network;

a computer readable medium connected to the network, said computer readable
medium storing a value of a resources pool and a number of shares of each
proxy asset for each investor of a set of investors;

one or more bank processors connected to the network configured to compute the

value of the resources pool; and
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by the value of the resources pool.

84.  An apparatus for banking investments in a proxy assets set of two or more
proxy assets that respond to a set of one or more indices, the apparatus comprising:
a computer readable medium for storing
information indicative of a value for a resources pool, and
information indicative of a particular investor account including
X a particular investor of a set of investors,
a particular proxy asset of the proxy assets set, and
an investor account number of proxy asset shares; and
one or more processors connected to the computer readable medium, the one or
more processors configured to
send over a communications link a signal indicative of the value of the
resources pool; and
receive over the communications link a proxy asset account value per share
responsive to an index of the set of one or more indices for each

proxy asset of the proxy assets set.

85.  An apparatus for trading on an exchange shares of a proxy assets set of two

or more proxy assets that respond to a set of one or more indices, each proxy asset of the
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proxy assets set having a proxy asset account value¢ and a number of proxy asset shares, a

sum over the proxy asset set of the proxy asset account value substantially equaling a value
of a resources pool, the apparatus comprising:
a display device; and
one or more processors connected to the display device, the one or more processors
configured to
present on the display device a complete set of shares of the proxy assets set
* among one or more offers to trade shares of the proxy assets set;
wherein a complete set satisfies a certain condition among share.s.of_ the i)foiy

assets set.

86.  An apparatus for managing a proxy asset set of two or more proxy assets
that respond to a set of one or more indices, each proxy asset of the proxy assets set having
a proxy asset account value and a number of proxy asset shares representing equal claims
on the proxy asset account value, the proxy asset set having a total number of shares equal
to a sum over the proxy assets set of the number of proxy asset shares and having a proxy
assets set account value equal to a sum over the proxy assets set of the proxy asset account
value, the apparatus comprising;:

a computer readable medium for storing a value of a resources pool and a value of

an index of the set of indices; and

one or more processors connected to the compﬁter readable medium, the one or

more processors configured to evaluate a proxy asset account value

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

of predetermined events.

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

a computer readable mediuﬁ for storing

information indicative of a vaiuo for a «esuuces pool, and

information indicative of a particular investor account including
a particular investor of a set of investors,
a particular proxy asset of the proxy assets set, and
an investor account number of proxy asset shares; and

instructions stored on the computer readable medium, said instructions for causing

one or more processors to

send over a communications link a signal indicative of the value of the
resources pool; and

receive over the communications link a proxy asset account value per share
responsive to an index of the set of one or more indices for each

proxy asset of the proxy assets set.

88. A computer program product for trading on an exchange shares of a proxy

assets set of two or more proxy assets that respond to a set of one or more indices, each
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proxy asset of the proxy assets set having a proxy asset account value and a number of

proxy asset shares, a sum over the proxy asset set of the proxy asset account value
substantially equaling a value of a resources pool, the computer program product
comprising:
a computer readable medium; and
instructions stored on the medium for causing one or more processors to present on
a display device a complete set of shares of the proxy assets set among one
or more offers to trade shares of the proxy assets set;

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

assets set.

89. A computer program product for managing a proxy asset set of two or more
proxy assets that respond to a set of one or more indices, each proxy asset of the proxy
assets set having a proxy asset account value and a number of proxy asset shares
representing equal claims on the proxy asset account value, the proxy asset set having a
total number of shares equal to a sum over the proxy assets set of the number of proxy
asset shares and having a proxy assets set account value equal to a sum over the proxy
assets set of the proxy asset account value, the computer program product comprising:

a computer readable medium for storing a value of a resources pool and a value of

an index of the set of indices; and

instructions stored on the computer readable medium causing one or more

processors to evaluate a proxy asset account value according to an account

formula responsive to the value of the index and a constraint on the proxy
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assets set account value by the value of a resources pool, said evaluating

performed upon occurrence of each event of a plurality of predetermined

events.

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

a carrier wave for transmitting signals;

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

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

including
a particular investor of a set of investors,
a particular proxy asset of the proxy assets set, and
an investor account number of proxy asset shares; and

signals transmitted on the carrier wave indicative of instructions to cause one or

more processors to

send over a communications link a signal indicative of the value of the
resources pool; and

receive over the communications link signals indicative of a proxy asset
account value per share responsive to an index of the set of one or

more indices for each proxy asset of the proxy assets set.
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set of two or more proxy assets that respond to a set of one or more indices, each proxy
asset of the proxy assets set having a proxy asset account value and a number of proxy
asset shares, a sum over the proxy asset set of the proxy asset account value substantially
equaling a value of a resources pool, the signal transmission comprising:
a carrier wave fér transmitting signals; and
signals transmitted on the carrier wave indicative of instructions for causing one or
more processors to present on a display device a comnlete set of shares of
the proxy assets set among one or more offers to trade shares of the proxy
assets set;
wherein a complete set satisfies a certain condition among shares of the proxy

assets set.

92. A signal transmission for managing a proxy asset set of two or more proxy
-assets that respond to a set of one or more indices, each proxy asset of the proxy assets set
having a proxy asset account value and a number of proxy asset shares representing equal
claims on the proxy asset account value, the proxy asset set having a total number of shares
equal to a sum over the proxy assets set of the number of proxy asset shares and having a
proxy assets set account value equal to a sum over the proxy assets set of the proxy asset
account value, the signal transmission comprising:

a carrier wave for transmitting signals;
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predetermined events.

93.  The method of claim 15 further comprising defining termination rules for

ending the proxy assets set and distributing all resources in the resources pool.

94.  The method of claim 15, said step of defining a proxy asset account value
further comprising:
receiving input from investors indicating one or more candidate indices from which
the set of one or more indices is selected; and
. automatically building the predetermined account formula in response to the one or

more candidate indices indicated.

95, The method of claim 15 wherein at least one index of the set of one or more

indices represents a spread of different types of interest rates.

96. The method of claim 15 wherein at least one index of the set of one or more

indices represents a spread of different types of mortgage rates.



| #$Y&' () *+, - ./ 0123456789 ; _
<=>?@BCDEFGH JKLMNCPQRSTUWIKYZ[ \ ] »_" abcdef ghi j kI mopar st uviRyARTi 2002
| "ASU& () *+, -./0123456789: ; =67
<=>?@A\BCDEFGHI JKLMNOPQRSTUVWKYZ[\ ]~ " abcdef ghi j kl mopqgr st uvwxyz{| } ~
| " #$YB ()*+, -./0123456789: ; <=>?@BC

" 97. The method of claim 15 wherein at least one index of the set of one or more

indices represents a spread in a bid ask price for one or more items on an exchange.

98. The method of claim 15 wherein at least one index of the set of one or more-

indices represents an occupational income.

99.  The method of claim 98 wherein the occupational income is associated with

a class of labor.

100.  1ue method of claim 98 wherein the occupational income is associated with

a cluster of labor sharing certain characteristics.



