3/107137 A2

=

METHODS, SYSTEMS AND COMPUTER
FACI LI TATE THE FORMATI ON AND
CONTRACTS (err) Abstract Thi

PROGRAM PRODUCTS TO
TRADI NG OF DERI VATI VES
s invention relates to

(1INTBYSTIOS Y6 A PRTECATNCN PUBTISHEBUNDER JHE RSTENG COREERATIQN EREATY (PCT)

the formation tradi ng and rlsk
derivatives on one or nore
(19) Whidd ngeflgcgiid Pr pexty @aganizationT &)
der i vaiemgiiosal Bugpit r act int o
structures called basis i
) Internatioppl Publisationdatect .

2. Th
Fddpseymbeid0teddd I ce send€

(51) Ingaredpntal PajessiClaksificatioiie pr i ci GePFof

devel opnent of nethods,
(21) IntaregopakApplcpsion Niyaberic PETHEPAY 7F
in conpliance with FAS 133 or

rran- agerrent of

i nnovates in

ﬂﬂlu.llll Iﬂl[ﬂlIIMI]IINBMIM|II[L|WI|IIII| N

s |nanult|-%erjod,
e in- &WM Batiop Puplication Number
Tvities i WOOIMEIRYT A2

defl. AtE\SEsSL, W, TM W& TR, TT, TZ, UA, UG,

systens oS E6Ypute Ut ogYai

18%‘915& é@leh N EOMhT REBS patent (1L, GM,

MRESD, SI, S7Z, TZ, UG, ZM, ZW),

@) svpdrgitenPasr  HetoWs (1P EyEPems  onucempet @M, o, BYKarz, Mp, RU, 11, TM)

ducts for the pricin f d

25) F@l&/ &Mopitent of net hods, %nqiSh
iQduGt. SRy the risk ma

@9 P&La e\?euo%rrent of net hods, sy

@30) PREREBAN products for the tradi
coMzetsner i n olganiogatk.osecnohange
(OTC) markets.

(71) Applicant and

(72) Inventor: KONGTCHEU, Phil [US/US]; PFK Technolo-

gies, 105 Lock Street, Suite 215, Newark, NJ 07103 (US).

(81) Designated States (national): AE, AG, AL, AM, AT, AU,
AZ,BA, BB, BG, BR, BY, BZ, CA, CH, CN, CO, CR, CU,
CZ, DE, DK, DM, DZ, EC, EE, ES, FI, GB, GD, GE, GH,
GM, HR, HU, ID, IL,, IN, IS, JP, KE, KG, KP, KR, KZ, LL.C,
LK, LR, LS, LT, LU, LV, MA, MD, MG, MK, MN, MW,
MX, MZ, NI, NO, NZ, OM, PG, PH, PL, PT, RO, RU, SC,

er | Kngpday@gnt (4, BEFﬁ@ CH CY, CZ, DE, DK, EE,

olf,S EI G?eCrR AU, MC, NL, PT, RO,
A BF 1, CF, CG, CI, CM,

nt M'I%l E\}ﬁ ,TD, TG).

st errs “or

D@laGitiond e:rdlenvmilel Mes

S OF tqappligpyicsrentitipy@ut ¢aait f@rand be granted a
patent (Rule 4.17(ii)) for all designations

as to the applicant’s entitlement to claim the priority of the
earlier application (Rule 4.17(iii)) for all designations
of inventorship (Rule 4.17(iv)) for US only

Published:
without international search report and to be republished
upon receipt of that report

For two-letter codes and other abbreviations, refer to the "Guid-
ance Notes on Codes and Abbreviations” appearing at the begin-
ning of each regular issue of the PCT Gazette.

(54) Title: METHODS, SYSTEMS AND COMPUTER PROGRAM PRODUCTS TO FACILITATE THE FORMATION AND

TRADING OF DERIVATIVES CONTRACTS

Structure of Preferred embodiments of the invention

Scope Underlyings rs defined in FAS Statement 133, Appendix A,
paragraph 57, a

]

Derivatives Description
Mathod

Dacompasition Method

Basis Instrument Contract

|

Use In Pricing/Decision

3PDEs

4} Morme Carto
New method mayer banatts

1} Ease of incorporation of micro-
ctructural effocts : Crada Risk,
aeridamany sonsitiies

2Model independsncs

Use in Risk Management
Systems
Exizting Methods:

1) Hodging with Greoks
VAR

Now mathad:

1) Hedging wih Basis kstuments.—

2) Aptituds to act din m:hylnd actly |

on yelscted risk par;

Iedorade Sarvaties comracs
tht in v

4) pracise mcorporation of creds nsk,
oftes/dsmand sensinviias and
acceunting responsive to FAS 133
and 145 39

Uss in Denvative
changs Sysiems

b ’;L*Wm fdas
‘u-nyinlld

New Mathod: -
1) Sube o Purchaze of any
darivative contract through
cucte of Basis instimantx
) Paasble ularatn o the
markst making proces:

ncarpurtn o crdi nak and
{ allerkdommand sensaiites

Structure of preferred

cmbodiments for the invention

(57) Abstract: This invention relates to methods, systems and computer programs to facilitate the formation trading and risk man-
agement of derivatives on one or more underlying. It innovates in the following areas: 1. The decomposition of any derivatives
contract into fundamental building block structures called basis instruments in a multi-period, multi-securities market. 2. The in-
corporation of supply and demand price sensitivities in the pricing of derivatives contracts. 3. The incorporation of credit risk in

the pricing of derivatives. 4. The development of methods, systems

or computer program products for the accounting of derivatives

contracts in compliance with FAS 133 or IAS 39. 5. The development of methods, systems or computer program products for the

pricing of derivatives. 6. The development of methods, systems or

computer program products for the risk management of deriva-

tives. 7. The development of methods, systems or computer program products for the trading of derivatives whether in organized

exchanges or in over-the-counter (OTC) markets.



