
1

ip-temp
Rectangle

























































29 

 

What is claimed is: 

 1. A computer-implemented financial instrument electronic trading system in 

communication with an electronic central clearinghouse, said system comprising: 

  a memory receiving an identity of a first party, an identity of a first non-biased 

financial instrument, and a first buy/sell request, 

  wherein said memory also receives an identity of a second party, an identity of a 

second non-biased financial instrument, and a second sell/buy request; 

  a processor in communication with said memory, said processor electronically 

automatically determining when said first non-biased financial instrument matches said second 

non-biased financial instrument, and 

  when said  first non-biased financial instrument matches said second non-biased 

financial instrument, said processor  electronically automatically determines when said first 

buy/sell request matches  said second sell/buy request, and 

  when said first buy/sell request matches said second sell/buy request,  said 

processor electronically automatically determines a final settlement value for said  non-biased 

financial instrument  upon its stated expiration in accordance with; 

  net accumulated value of cash flow-total return on variation margin for the life of 

the non-biased financial instrument; 

  where, 

  the net accumulated value of cash flows is determined in accordance with: 

net accumulated value of cash flows= 
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 where, 

  Ci is the amount of fixed leg payment payable at time tc,i; 

  Li is the amount of the floating leg payment payable at time tl,i; 

  T is the expiration of the non-biased financial instrument; and 

  B(t , T) is the value of the money market account at time T with an 

   initial deposit of 1 at time t and accumulated at the overnight 

   rate; 

  wherein total return on variation margin for the life of the non-biased financial 

instrument is the sum of the interest earned on the cumulative variation margin for each day 

reinvested at the overnight rate to expiration of the non-biased financial instrument; and  

  wherein the overnight rate is the rate specified by an exchange or clearinghouse to 

reflect the short-term financing rate of market participants; 

 wherein said final settlement value of said non-biased financial instrument upon its stated 

expiration is automatically electronically stored in a memory of the electronic central 

clearinghouse; and, 

 wherein said non-biased financial instrument is settled by automatically electronically 

associating said non-biased financial instrument with a trading account associated with said first 

party and automatically electronically associating said non-biased financial instrument with a 

trading account associated with said second party, 

  whereby the final settlement value of said non-biased financial instrument upon 

its expiration offsets co-movement of variation margin and investment return on the variation 

margin to address at least one of the convexity bias and the net present value (NPV) effect. 
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 2. The system of claim 1 wherein at least one of said identity of said first party and 

said identity of said second party is transmitted to said electronic trading system by a market 

participant on behalf of said first party and said second party. 

 

 3. The system of claim 2 wherein said market participant transmits buy/sell requests 

on behalf of at least one of said first party and said second party. 

 

 4. The system of claim 2 wherein said market participant is a broker. 

 

 5. The system of claim 2 wherein said market participant is a futures commission 

merchant. 

 




