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WO 2006/047712 PCT/US2005/038850 TITLE OF THE INVENTION:

SYSTEM AND METHOD FOR GENERATING LIQUIDITY

CROSS-REFERENCE TO RELATED APPLICATIONS [0001] The present
Ve pfieatigintglaims the benefit of priority to U.S. Provisional BET4{EH05/038850

Application number 60/622,019 filed on October 27, 2004, the entire

contents of which are hereby incorporated by reference. BACKGROUND
T Ofield of the Invention 10 [0002] The present

' ion rel eral radin stems. Mare particularly, the
Sborge?s%w/i\r{?gvgeﬁ%?}}gé%@%gﬁéﬁ%@%’%L{hn(‘)}d@]a{generating liquidity by
indicating interests in trading assets. More particularly, according to
CROISSIRAE FREN G TOHSEDATEE iYL I8 ADITNSNtial, anonymous
matching system and method provides a means for matching indications
[HGhterebranteesianriigatisrorins Baseenefit tiemeteies]. thétebisional
increasing the liquidity of an order execution system. Description of the

PRELebPAT 6D A5 TRSTiRMoMR HadiiRg I Qi of Wbt e derients
Omcﬂ%péf'\g&%ﬁg dg@’fig"%%%?? el% ihe markets as a consequence of the
n retal ers.

markets' focus tra Lch inefficiencies have led to enormous
costs in executing institutional trades. Institutional traders cannot share

‘ 3 foF JiiE BENALON with the markets without causing an
adverse impact on the share price. [0004] Recently, some institutions

Field otthadaventiRiiuse of "indications of 25 interest" (I0ls) to seek out
iguidity. Typically a b Vi I block f instituti I

B N L B R v e B0 B B o |

pXMQU%PQG{QéBZé%%IRQEMM%%%%mS and methods of generating

liquidity by indicating interests in trading assets. More particularly, according to

embodiments of the present invention, a confidential, anonymous matching system
and method provides a means for matching indications of interest and executing
orders based on the matches, thereby increasing the liquidity of an order execution
system.

Description of the Related Art

[0003] Institutions trading large blocks of securities are faced with significant
inefficiencies in the markets as a consequence of the markets’ focus on retail
traders. Such inefficiencies have led to enormous costs in executing institutional
trades. Institutional traders cannot share their entire order size information with the
markets without causing an adverse impact on the share price.

[0004] Recently, some institutions have turned to the use of “indications of
interest” (I0ls) to seek out liquidity. Typically a broker receiving a large block from

an institutional customer would attempt to find a natural other side to the transaction
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to avoid a trade imbalance on the primary exchanges and reduce market
impact. Matching systems are known in the prior art for identifying
potential counterparties to a transaction. See, e.g., U.S. Patent No.

\)V:'O%ﬁdgyg%lti) Silverman et al. In the Silverman system, tragers Usg < 3sss0
subjective criteria, such as a party's credit rating, 5 geographic location,

political affiliation, or other subjective criteria, to filter out unacce takgle
to B RS AN R RIS, SIS EIRS PR ST TG oo
information for all pther users, who ' ified t F rd isplay.
C iR e i S
2 1Rfupationdbat rgpiesentidhalo e shrarso of smepateniially acteptable
counterparty to the 10 transaction entered by the user. A matching
sikematteysiaen matakesdidsjaciveitetsriameredbasetyhaiedibiefoder
parameters and the ranking information. Once potential matches are

geietsaifisdosatiomatelfie) A6 hafiote PRIMEISHhe PR AEter 2daiL b fties to
ble the parties to, icate with each t recki
G BB HOET 1B 6 O Sk b Sy ek

ications of Interest” sys(t;ems

m%ﬁa%ﬁqg? ?ijg@%%%l%' Ribakd isaiatyeheaasyder RRHIGIEHES . IMaker

indication of interest pool, and traders maintain complete control over
thihainerdeisdiemenanaiu estjeemdrsystensimaverasigmficaratishdretomings,

in that 1) information leakage can occur through the negotiation process,
rephichtsditd vessltranadiersePaobathRscerI P goHs R B iR uently

can be lengthy and cumbersome, and may not even result in a trad Ing
ARG P BB oA IR A 4] b S e e
eniteq 1o o B%%‘?a%&@?r@?rlam?&st%wé ARERY A5 imRIavedsystems

ARG méthods for generating liquidity utilizing indications of interest. 25 2

péﬁéﬁigqgg{cg@@rg RENTAIS 200 /8888 R 0computer signals the potential
counterparties to enable the parties to communicate with each to commence direct
negofiations.

[0005] The use of such “indications of interest” systems has certain advantages in
that it is relatively easy to participate in an indication of interest pool, and traders
maintain complete control over their orders. However, the current systems have
significant shortcomings, in that 1) information leakage can occur through the
negotiation process, which could result in adverse price impact; 2) negotiations
frequently can be lengthy and cumbersome, and may not even result in a trade being
transacted:; 3) the liquidity pool is not diverse; and 4) transactions are limited to two
parties.

[0006] Thus, there is a need for improved systems and methods for generating

liquidity utilizing indications of interest.
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SUMMARY OF THE INVENTION [0007] According to the present
invention, systems and methods are provided wherein indications of
interest are used to seek out additional liquidity, while full anonymity is

WEERBENeS, And information leakage is avoided. 5 [0008] AcGRrHIG H Atksso

embodiment of the present invention, unexecuted trading positions may
be used as indicati(\nlns ﬂ énlerest, and the corresponding party, trader,
SUMY istence of potential indication crosses or

1o fBHNRe NG9 FRANBCIAG ARG ALRICRIC olhieRclRb s imiiadpesiod of

time, may convert or "promote" the indication of interest to a "firm" order.
whEhe RisdianRintainmanenyreits 4 endeonfidentiiy negaddin gtitefidentity
of the trader and the size of the indication of interest. A matching
araigonithiis jsebenasa fofshativalidaisisaiPifting at which the
transactions will occur. [0009] Accarding to an ,emb?diment of t?e% pre ‘r(?nt
[ORARNtiHERTEIagL0AR TN RGN TP RIGS HE NSNS Siders or e
poRRIR0Y B NSRRI AS Ahicr durlisaliag: (o R orark Ba-gMeket,
of a tradable asset (e.g., a number of shares of a given security), and
ISP dRdications efdaiesrsioith soromtrrsrdedh eross@ooiespoheing he
indication of interest having the opposing side). As will be described in
cdustendieiqpaelphadametcting, Ageritmitedrzeyibe ddimigurnay (onvsHsHer
multi- party trades (e.g., three-way) and other complex ways of matchin
“piopnetaiche iaﬁ@eﬁ%&%@%?'[@ﬁi‘@% Epstarcfor Qe raiRg' {ﬂmaiwonvm“

ing to. bodi t of t i i lurali :
GBI A A AL A EALh N e oHadee oo

inlBgludes A frading-sleskiapuhish sloses-unaxesiestisading prasitiansnich
The matching system is coupled with the plurality of client user interfaces
thdramshemsifigunesctarteceive information about the unexecuted trading
positions. The 3 WO 2006/047712 PCT/US2005/038850 .
[0009]  According to an embodiment of the present invention, the system is
configured to take non-executable orders or indications of interests, such as an
indication to buy or sell an amount of a tradable asset (e.g., a number of shares of a
given security), and match indications of interest with a contra trade (i.e., a
corresponding indication of interest having the opposing side). As will be described
in further detail below, a matching algorithm may be configured to consider multi-
party trades (e.g., three-way) and other complex ways of matching indications of
interest.
[0010] A system for generating liquidity according to an embodiment of the
present invention a plurality of client user interfaces and a matching system. Each
client user interface includes a trading desktop which stores unexecuted trading

positions. The matching system is coupled with the plurality of client user interfaces

and configured to receive information about the unexecuted trading positions. The
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system can identify as a match one or more first indications of interest
which can fulfill one or more second indications of interest, based upon
the information about the unexecuted trading positions. For the identified

wyg%g%&ﬁl;e system can provide a notification of the mat%@}&g ﬁél

: . 2005/038850
invitation to execute the match to corresponding 5 client user interfaces.

When at least one invitation on each side of the match is acce Led, the

systy/stenn idpntyds arasisitenespBreHEsidnisatnaR RS tBt%{ﬁ%ng can
execution system for execution. [0011], Accordi iment

e R B TR BB Fh e K b Ao A e e

meSigRSfi g caiving AakuRlitFof indigationsiohdeHatetestistbiadamprovide

amount of a tradable asset; identifying as a match, one or more first
a nitisatipns ofdmetasafiomtheiplivalityeet intidationatdf intarestnohithdcan
fulfill one or more second indications of interest from the plurality of
cliandisatioterfotasteWdBen firienet enadhiBHeR G G HdRAliBK AL Eute the
match to each party corres ondln%to the one or more Cfrl{%lggll tions of

acGRRESINGRYSHE I WRSHS QLR GO BRI goRs 6t interest and it at least

exSne dﬂ‘é%%&a?nn pe%gnt@g.e of a match is accepted, generatlng.an
eXxecutable order corresponding to the accepted one or more first

[ogfications Rfrigierarbard sho assrpted isgeseninsetondingibatidns of
interest in order to execute a trade of a tradable asset. [0012] According to

gensratealipdifivent wiesrenstavitafiode’ite @ibualiy Jradicadiops of
generated base on the indication of interest and submitted to the order

interpstiRibAC PaRMP YO R BRI DI ARG e RIS S AR PAR S pting
ﬁr%ﬁ%%@cug %9'3%?&%?’%%%85%}% a's: ACkeRiat o e-Qudatis ethaise

ed, the order expire the indication of interest is reset. That

onSoltHere dsBaghtadhe rientnad Sanhensqsukmitiedras tidndicaticmest;
interest 4 WO 2006/04 7 71 2 PCT/US2005/038850 [0013] Further

forappieattansravidiragsamaigeiootyaxeusedhthodicieiots ashtparty
corresponding to the one or more first indications of interest and one or more second
indications of interest: and if at least one invitation on each side of a match is
accepted, generating an executable order corresponding to the accepted one or
more first indications of interest and the accepted one or more second indications of
interest in order to execute a trade of a tradable asset.

[0012]  According to one embodiment, when an invitation is accepted, an order is
generated base on the indication of interest and submitted to the order execution
system. However, if, during the window of time for accepting the match, no contra-
party orders are accepted, or the order is otherwise not crossed, the order expires
and the indication of interest is reset. That is, it reverts back to the client and can be

resubmitted as in indication of interest.
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present invention are discussed below with reference to the drawing
figures. BRIEF DESCRIPTION OF THE DRAWINGS [0014] FIG. lis a
block diagram of a system for creating liquidity according to an 5
f@?&%@?ﬂt of the present invention. [0015] FIGS. 2a-2i a$%§ﬁ§§%9§%§§)8t§o
of an exemplary interface for a system for creating liquidity accordingto™
an embodiment of the present invention. {0016] FIG. 3 jllustrates a trading

[0 Hnarfodeeioramigaioan aifROURNBREDPHYE BHSIRPHURRRISI?! 18710017]
FIG, 4 illustrat th i i i i t of
SRR ot Sl S U

EMBODIMENTS [0018] While the present invention may be embodied in
BRIENP Bt DNGE IHELUDEVHRBIStrative embodiments are described
herein with the understanding that 15 the present disclosure is to be
[0eBHsidEIEd bis provviehriirareimpias srtare ipriruplieg S1HkEvArERtredRa"
such examﬁles are not intended to limit the invention to preferred

emhatBun At RISEABEGHTER and/or illustrated herein. [0019] FIG. 1 is a
k dj of; POGREdInG: iRt ethe yBrasant
[Oﬂggntioﬁaig?h%gfggf Ifé% inclugdgggan %ﬁﬁg‘%ﬁ@?ﬁﬁ%ﬂﬁs 102 Wr{ich are 20
crEAMaRieditpRdendinpts ysiembbammdrachtnkanti2 raentiera trading
desktop and comprises appropriate hardware (e.g., PC) and software.
[0T16} trafifig dskiatemayradiolueketatle GEPReTE G- SRIMERbeHEReR Aohe
example, TRITON(r) and CHANNELTM, by ITG Inc.) for entering and
PresBRitONMPRf ades for execution, order management system (OMS), and

o8 1715 B AULICUROL hombns o adly ned s e
DaResaRdNiswed. with an interface, usually called a "blotter.”

DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS

[0018]  While the present invention may be embodied in many different forms, a
number of illustrative embodiments are described herein with the understanding that
the present disclosure is to be considered as providing examples of the principles of
the invention and such examples are not intended to limit the invention to preferred
embodiments described herein and/or illustrated herein.

[0019] FIG. 1is a block diagram of a system according to an embodiment of the
present invention. The system 100 includes a number of clients 102 which are
connected to a trading system 104. Each client 102 can be a trading desktop and
comprises appropriate hardware (e.g., PC) and software. The trading desktop may
include one or more trading interfaces (for example, TRITON® and CHANNEL™, by
ITG Inc.) for entering and monitoring trades for execution, order management

system (OMS), and other system that manages target trading positions. Trading
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[0020] Clients 102 may be connected with the trading system 104 via an
electronic data network, direct connection, etc. Trading system 104 may
be 5 connected to a number of trading entities, such as exchanges, ECNSs,
V?(; %hoe() Mkeﬁéor receiving trading information, and routing arl)dc%{egcz:%g) 4850
rades. Trading system 104 preferably includes an order execution” )
system 106, which may be a crossing system for executing orders. For
posiianses vl StoRME. detphrshtand Yo ued WithaliigearsR isYaW also
refer, EI includes an order routing system 108 for routing live 10 orders
Ca%ﬁ &(g (ﬁ){%n. The system may be connected to a back office system 110

[o@¥op ICKRIRP® LRRANEE [RRAHIRG SYEiens dadinfRgsssteny Lddmay

include appropriate hardware and software for performing encryption,
elSReit\stachetponcaiive; soiateamrfostexanapieg pyeigrstddersi bd. [0021]
The system also includes a matching module 116 for matching indications

coneotdritere st @bﬁwm@ﬁﬁamﬁéghamﬁ%m@%%aﬁ lg%_?d”i’f*?rﬁ?fre
TR UBTER £ TROTBAI S0 SRR 10 Hladeaan >4
pré’{é%'fs& madyle QN?FA’&P&%&M RELTR TGRS Marble 8 dhgtsystem

calculates a price for executing matched indications. " Preferably, the

folsigipgimEsile dIses axaidpRoiNteRcngWalgorthmataft [)§22pin ofttedig
create a "pool"” of indications, the system 100 may be configured to scan

systach tlieasd peeforamcmeindieeanpudirionstingceistem defierntiedingeive
unexecuted positions (collectively, "indications") that co%!d res%ilt in

s dRT B b ORI SRIETRALD ROBE ST LR BSh ETSS SHRlfD 410 o
 §QIRLIAS oder WNCH, MAYDRPSIANG QRARMRAIRY ARiB. This

SEanNing is Sometimes sweeping” Sweeping may occur at the

apg&e 1402 Q6RecoMElna RERIN {6ralind Y rbrYBR 2 QA6 (1Y 242
CT/US2005/038850 matching module 116), depending on the

copmefitivratiah andavkeseeplotieoeasaigerstdidd- Alternatively, a means for

manually entering indications to the pool could be L
[0021]  The system also includes a matching module 116 for matching indications

of interests and converting matches to firm orders as described in more detail below.
Indications of interest are preferably kept confidential and anonymous even when a
match occurs. The system 104 includes a pricing module (which may be a part of
matching module 116) that calculates a price for executing matched indications.
Preferably, the pricing module uses a mid-point pricing algorithm.

[0022] Inorder to create a “pool” of indications, the system 100 may be
configured to scan each client 102 for uncommitted positions or certain committed
yet unexecuted positions (collectively, ‘indications”) that could result in a match
against contra-side indications of another client 102 and/or a contra-side order,
which may be residing on some othef system. This scanning is sometimes called

“sweeping.” Sweeping may occur at the client 102 or be controlled remotely (e.g., by
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provided. Once indications are swept, the information can be stored
locally and provided to the matching module 116, or stored at the
matching module 116, or in a 5 separate memory storage unit (not
&ggmg)m C7)9223] According to the invention, "sweeping" can P‘F 19?{1‘(%%
In"a number of ways. On some periodic basis, the system can ake 3 2l
from a trading desktop blotter and send it to the match pool as an 101

maiehing BeredslisiersplivgsomiadentigiabipnArdHiImREE SRkt
Uncommitted shares are shares nq} 10tcomr}"r|]i 'Eg ig%gtgr léeroiag €1d be
St‘ﬁﬁ‘f\ﬁSN@W@EY)e%(’pae%%?ﬂazoer SRR Dh O e ShaTes. ~ Sweep all of a
or ﬁ&%‘aT‘@Qfe%&'&%x%}%r‘éﬁe%!}@m'tﬁ%ﬁ@oﬁrﬁ.ﬁféwﬁfbp@!ﬁ% Raeopa a
Ixed rate (e.g., every N seconds, minutes, etc.). 15 Optionally, a user
préGdls RetRsonaped ftedthe suBeepstorednitmetinatsbibmissibrecf1her in a
indications before sending it to the match pool. [0024] Matching module
sebh6ais menligy steragcadoé rotfd avditations pool and match
contra-indications with each other. Once contra-indications are maggpep,

[08%31 mafterargaduiie TYBNERoritiRFREYoHOHY B PSRy td The Phatch
and provide a 20 11 0, ' eVen |

R e et o o decoe

bIQHEEER POh 8 Ry Tt IErs dNiR HielOrdeseexeckidaiosyistemplitits ihtiede:
price of the order is determined by the pricing algorithm (preferable, the
mid-point wske assetofOoRB]H Ahaesbémebfilteitedsbarasitonsheses Het
utilized for determining when a 25 match exists or when a client 102 is
notified of eRe@iistbinca irkanattie R¥S7 wo 2006/047712

PCT/US2005/038850 examplef %ghether a cl:&ecr;t %g)rZSWiII be alerted to the
existen®e SIS PORIBIETERHCICAR B RIAGE dependent upon the potential

size of an Q\gé%%tiacwm'l' £ Bgr&%tgag%fott@ shares committed to a particular

broker.

ed _
38850
ce

e Sweep at a fixed rate (e.g., every N seconds, minutes, etc.).
Optionally, a user could be prompted after the sweep to confirm the submission of
the indications before sending it to the match pool.

[0024] Matching module 116 is configured to access the indications pool and
match contra-indications with each other. Once contra-indications are matched, the
matching module 116 is configured to notify each party to the match and provide a
means for accepting the match. When a match is accepted, the matching module
converts the match into executable orders and enters the orders into the order
execution system 106. The price of the order is determined by the pricing algorithm
(preferable, the mid-point for the asset).

[0025] A number of filters or conditions can be utilized for determining when a

match exists or when a client 102 is notified of the existence of a match. For
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stock with a 21-day average daily trading value of $1,000,000 or more, the
system might be configured to generate an alert for a match only when it
has an available 5 position of 25,000 shares or more in that security. For

vggg})t(i]%)/rg;s?%securities with lower 21-day average daily tradli)l?:gr /v}glzu%s/ ,thgo
position could be limited to those greater than 10,000 for the clight 185;%0

be alerted of a match. [0026] When system detects the possibility of a
exsiaRth Ydrethpamicingal KEtuitperReaafd il Sisiar e bePORIRENBR  the

tem will send an electronic notification 10 to the aff ient
et e e e e
sl mErebHideDtfythe Seshr itk dmp bt Frds s siged Brhs8llief dfigem

market of the indication. It is usually important to maintain the anonymity
mightite darlirs-and eaaanfidearet ohthersing ang Waeingeonstravatsidé an

indication in order to prevent impact on market, gaming, etc. Therefore, it
pasitinosf pPaIepretiatieator e sydrimeRillivotidfrRijiens EaRFHERRWIth

parties, the potential size of the transaction, or an doéh r d{et ils.pr trading
BB APt IBREAI AR (PR e PETIGP 5P HRARAUBN 1082 K Bnce
gr%a(t:#tetﬂ E'ﬂﬁﬁfb%%éh&é?a‘?%%%%%ﬁé@&@%“ﬂbmﬁmh, that client

preferably has a set-period (e.g., 45 seconds) to respond to the
joogsficatgneArsiRerR Geraihixpoembify sespendingta Haeticoficatinity

within this time frame, each of the parties' indications are converted to
meetiagthapalieai aiitei res itk oftes ysiero b aery ste sletgrigmotification

participation in the next match of orders. The indication in the (:Iient'ﬁ%I

ow

tortaipfip cled it dRvdiisarnarbem e BRI MalAH g iR driréeld
e RS T
meheRrRmAINRIesOHg asadEiMpbfaatiomanids srnenanyerteerelating
to that position elsewhere. [0028] Also, an indication of interest may be
pértrichad thithamfidmoer ofritthisizzased trading constraints of an indication in
order to prevent impact on market, gaming, etc. Therefore, it is most preferred that
the system will not identify the contra-side parties, the potential size of the
transaction, or any other details or trading constraints applicable to the contra-side
order or indication.
[0027] Once a client 102 receives the notification of a potential match, that client
preferably has a set-period (e.g., 45 seconds) to respond to the notification or the
match expires. By responding to the notification within this time frame, each of the
parties’ indications are converted to orders that are submitted to the order execution
system 106 for participation in the next match of orders. The indication in the client’s

trading desktop remains an uncommitted position during this time-window until the

client responds to the notification and accepts the match. Until the client accepts the
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orders could be made "indications eligible," such as by adding a
parameter to the 5 order, which would allow the system to consider those
orders for its matching indications pool. Order execution system 106

“ﬁ(?gé%ﬁ/e&ﬁ% eligible orders to the matching module 116, o‘;élgglkr@}’ggm&gﬂ

could sweep indication eligible orders from the orde
execution system 106, to include those orders in the matching indiq tions
matshothepteBhRm@RsdEGR SR05e the PRSI A RERELSOHS LG eé‘%g
orders should be considered during matching in order to avoid generating
to thaLROSHINLREEWBBZ9] I a client does not respond to the electronic

[0 dﬁ%ﬁ'fm%\g& withigithgord %?_W&%ttwwm%é@wﬂrb@wfw%ﬁd!mats&a se,
potential match opportunity was missed. The client may subsequently

ordalectdaiderchivate theidatiticatboiblks’ anchSe plicuding posiaoreGahee
excluded from consideration for future matching opportunities within the

ordsysteitlumdilicialies dik are 0o FONAXa & R fOsTS TR IS T Mlication
into an order for submissjon to the er execution syst |
indieiRSIdiRg! wfﬂﬁﬂ?ftﬁéeﬁﬁtfﬁfégﬁ%ﬁ %iﬁé}go%voﬁ%g u%ﬁeﬁ%%a%@égé%% t% %Seciw
ma%cﬁ%g%‘%? e SiTSAINHOICRhNMAUGR 20y douriaswashIRRatiareRjibrat
order'will remain in execution system 106 as an order, during which time
ordbEaRdRotRRtNIBlerAbNEjs Rifet 0B deliscilidh¢hordarrtiars iotheersiching
completely filled, the unfilled portion is returned to matching module 116
indbeatiotteepokienDnsehaL iR rashenizs: trtinerare el sHAh HidaEANSS IR Bst.
[0031] Synchronization between order execéuti?n s\ys&emgeangnth% se
orgemvdrishbeprsidead Adig NGRS rIER B BRslire that the
converted indication is crossed. 9 WO 2006/047712
MBEFAUS2005/038850 In such cases, when a client is notified of a trading

[ofpsortunity; (alar)fasea Rartisspansrcusideighibrdtanatosidieing
another client or an Indication-eligible order), crossing in that security in
reopdesex@eutivneysteri boG et thatisperrdde! imaficthepportunity was
missed. The client may subsequently elect to reactivate the indication. As an
option, the position can be excluded from consideration for future matching
opportunities within the system until it is reactivated.
[0030] Atthe time of converting an indication into an order for submission to the
order execution system 106 (i.e., responding within the notification window), the
client may elect to specify a period of time (time-in-force) in which any uncrossed
portion of that order will remain in execution system 106 as an order, during which
time it can potentially interact with other orders. If the order has not been completely
filled, the unfilled porﬁ'on is returned to matching module 116 or to the client user
102, where it may revert to an indication of interest.

[0031]  Synchronization between order execution systems and the conversion

process may be required in order to ensure that the converted indication is crossed.
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earlier of the following: (a) all clients receiving alerts have responded by
sending 5 accepting matches, or (b) the alert response window has
expired. This mechanism permits a client user, if it responds to the

notification within the allotted time, to participate in a matclg ' I 1)V
«gﬁﬁ#g 57038850
\%rcfg?(’l/rq4twézorder management system 106 on the contra side o 51% 0

market without fear that the contra side order(s) would become

In anelvaiabte whesgHiantiootilive afpdadhivCePRiturie iRT b B tfar
] ide of 10 th ket ast . [0032] All. A ithi

Sy P RE R SOE B TCe ATS SBnh el e

crtﬁ%éiirr?ad;@\l &%%gglé%rﬁpﬁ\ %ﬁﬂr%&gﬁ%ﬂgﬂ% tdhemateh (%gus'&izﬂd&pﬂ?ﬁ)i the

providing price improvement for all contra-parties involved in the
camate e x@st exsgautinerpsieefonar denssratehedpoittid tyeseydiegm

and, 15 correspondingly, the amount of price improvement received by a

acpaptintpraatabeshor dorthiepleridespenatorisdantbrs fopisa] (tidiotrrRNISM

understood that FIG. 1 is not meant to be a Iimir[mgﬂgon&i rdayon Qd the
Pergaifa R SERLSSMP S esRENAR IR S sy A R U MR le. Ratehing can

be performed at each, client, 102 andimairhes coudehe. firgribreierad 20
palﬁ?%%ﬁtg o erpeéé}gggégb%ksystem rolm the participating cIiengtE. It will also be

corRdersioatithahthe campanealsiel G ednearside snpes)entad beithme
appropriate computer hardware and software to support the functionality

urendicbhnectivily attbes sitbtemezistinmetidrsening presear vearsmside of
Preferably, state of the art computer hardware and programming

theeiRAigliasHIEbERised to implement the present 25 invention- Further, any

o S R A Sy s A0 W o
a PistiRutEA-ARLhisioRk intensiach il rach tagifaé SORPOREIM @GS hile-
Implemented as separate equipment. [0034] FIGS. 2a-2i are screen shots
pdifBiexemplasyidtierissemprtaréate(éygall contra-parties involved in the
match. The exact execution price for orders matched within the system and,
correspondingly, the amount of price improvement received by a party to a match,
can depend on various factors.
[0033] It should be understood that FIG. 1is not meant to be a limiting
configuration and the features and components thereof may vary. For example,
matching can be performed at each client 102 and matches could be directly entered
into the order execution system from the participatingl clients. It will also be
understood that the components of FIG. 1 can be implemented with appropriate
computer hardware and software to support the functionality and connectivity of the
system and method of the present invention. Preferably, state of the art computer

hardware and programming technique will be used to implement the present

invention. Further, any computer architecture may be used. Thatis, functions may
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graphical user interface (GUI)). By way of example, a system and method
according 5 to an embodiment of the present invention will be described
with reference to the screen shots. The example of Figs. 2a-2e are screen
shots of a client user interface made and marketed by ITG Inc. POSIT
VWS4 tddemark owned by ITG Inc. Further, it should bEUAGAI68E "
that actions within the client interface are described with reference to the
bectmnitsitedfabidoripricsinisdnet pediiineel Bicaded Hirl¢ath inara
reference to FIG. 1 above. Typical GUI navi atiop techniques are

coggaR ANt BE IMRIEPReals T6635RT BIBCHARAWs a GUI 200, which
' d for. ' t ARt 5.
[og%ﬁf ea@éﬁégg’.aa%eé&gg @_no@%rﬁs;sﬁge@ 185,20 e AFiveaRENRTS

reports and indication system 208. A" lower block 210 includes
gribsidsataibinfasmatiosion eashwap dhexemitie, @MStbiotied i taisl iscaotiiie.
In the lower block 210 displaying the blotter information, a number of
to anconbotiteshtrefdbs preriitvontoanilshewasEheH Witicaikornreciads the

names of the equities 214 along with side 216, size avajlable 218 %der
scEzee SDUSIiRE SrREPIR BEFiISoRIRS 252 SURE IR Be T OIGET S5 KR o

hown, is an "include’ch whi th
I AR BTN  HEOHESHS DO A 20 Sk S T e ot

FURSH HRARAFB-ATHgE b hastheinaudmrheckchox imddacberkedsHo36]
FIG. 2b shows the indication system tab 208 highlighted, and the detailed

withfaraatios tinthtodie Alidtrtind dsitiheoreseintycawdptpeformedion dersiRGer,
this user is not participating yet and the swept indications are

widhrirEstemnotighiGnaabieg thAPeal (Al PR0GTAT PO PP 85 BT 5EE50

they are not currently indicating out to the system. If participation button
beyrde[sio9dpressed, then the system will indicate out. [0037] FIG. 2¢

[09381S 1Rt PATLICIRALIONSIS| PR Rk hisieds atslat: indisatnp Zatombich
notities the user whether a match exists. Note that no other details are
s@b&blotter 202, active orders 204, reports 206, and indication system 208. A
lower block 210 includes the detail information for each tab (here, the OMS blotter
tab is active). In the lower block 210 displaying the blotter information, a number of
uncommitted trades or indications are shown. Each indication includes the names
of the equities 214 along with side 216, size available 218, order size 220, limit price
(type of order) 222, and destination of order 224. Also shown, is an “include” check
box 212, which allows the user to have the orders on the blotter to “indicate out.” A
sweeping routine pulls the data regarding each order that has the include check-box
212 checked.
[0036] FIG. 2b shows the indication system tab 208 highlighted, and the detailed

information in block 210 includes the recently swept information. However, this user

is not participating yet and the swept indications are striked-through, meaning that
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5 except that a match exists. What this means is that one or more parties
can fulfill an order having the parameters of the indications of interest. For
example, this user has indicated of interest to buying 50,000 shares of
MSFT, 90,000 shares of T, and 35,000 shares of PFE. A match indication
W20 at one or more parties have indications that Bolld FOMBRE
the orders - - indications of interest to sell 50,000 10 shares of MSFT,
th8P /6 dtharestf dindtids 00 sharysiehP HEpasiorden Buitxedli@dshere
without at least one party on each side making the choice to execute. The
deRipsbrst G1anervs e Wl BHISAIR frtan "alert” button 219. [0038] In FIG.

2d. the user.is notified of the maiche op:
O how SR LA AR TS R REPHA £k e Al 220

whaFs 1523t a232anand 23atbe e e ash maish e xuasiandcarngide

accepted. As described above, a means for accepting the match and
exepyeritngribeingiczttioMbbt ihterestmsts draeree wrabiecopdeieRs qaroltiban
In this example, as shown in FIG. 2f, by clicking onto the match (231, 232

orgenimyjna thepap MRS W MRNd e MRS tn ERIFRE TR B 6F a
oposed order. N is for | ' :
e T B PR R A s A

cation’is shares. Optionally,
3 Bé% gg]gggslgpﬁq_aéo DSt e Matehes i anoB% 2RO shares s have

FT). Also, any amount of data could be shown in pop-up 240 or no
ind Rt 6 HELb& oshDYGI Fstp P @46rinclutiescatisend iettoht@421tHa000
allows the user to accept the match. If the contra-party(s) also accepts
shhesdtds FihedMmogshstirsesis! donvea 1D speran ¥rieF ahle extted. 12

WO 2006/047712 PCP/US2005/038850 400 Q%Refermég ;ﬁ FIG, 29 abrg
eXReidpS Brse WA TAL KGRI P AHBF T e VAEET SIRGITSHEIN match was o™

St e T o T evoct Now oy w0
[008eFhem332 and @34 semainingaas-te wisdaws 29Q pop-up 236. In FIG. 2e,
a window 238 shows each match 231, 232, and 234 and the time remaining bars
231a, 232a, and 234a before each match expires and cannot be accepted. As
described above, a means for accepting the match and converting the indication of
interest into an executable order is provided. In this example, as shown in FIG. 2f,
by clicking onto the match (231, 232 or 234), a pop-up window 240 is generated that
includes the details of a proposed order. Note here, the order is for less than the
entire amount, meaning that the contra-indication is for only 25,000 shares.
Optionally, only entire indications could be matched (i.e., only 50,000 shares of
MSFT). Also, any amount of data could be shown in pop-up 240 or no data could be
shown. Pop-up 240 includes a “send” button 242 that allows the user to accept the

match. If the contra-party(s) also accepts the match, the match then is converted to

an order and executed.
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5 [0040] If an match indication (invitation) times out, then the match is
terminated (FIG. 2h) and the indication resets (FIG. 2i). In FIG. 2h, the
indication 244 for T is stricken when T times out. The match T is shown
as expired in a button 245 in pop- up window 230. On the next sweep, as
V%ﬂ&@\?rﬁ)/?#fﬂlﬁ. 2i, T is reinitiated as indicating out. 10 [004ﬁc(51]i]<§2§ﬁﬂ/fgggfﬁ’
the art will readily understand that the GUI shown in FIGS. 2a-2i is merely
[08X@im plRefeaing feariBoldepEuNer srsecamedmis iahenrfihie 8 functions
~ of the GUI could be changed or imE)tI men ed Wit%g;fferef-mt gpgrtélr[efs.rOne
indigAfiad Maih MRS ARGRES PRl PRl BLIEBUEDE frbfentented with
many, . different typ LM ! ISWMe
b%ﬁ%%%&%%ﬁé{giﬁ}ﬁo EWI\%%%O@%%R&H#%%@ ?flgyggé éaf'fi rst tranc'iSiInQ

wWRGRRRIesShIVane LxanaplenafdhapnresrNt Beention, wherein a buy
indication for 100,000 shares of a certain security is entered into the

[0s¥slemibard MashAtdica R Gnsisitionidampsoldr herobe siipdsdetrinated

ity is entered. At this time, the potential b tential sel
(DSBS B E P p NGl e BY RO R P08,

st&%%u Beer CONVENISQF RIQMOLES, PR i%%tigget%ﬁl@d%@%hm@ipl&ﬁp—

Shares, and the seller converts or promotes the indication to an

uRiHAL RS, tosallH00Qvehpras. shbwkDiR f1dheisy stasireesseastingicating
40,000 shares of available liquidity at a price that is the mid-point

oltetween the current market bid-and-ask prices for the security at issue. 13
WO 2006/047712 PCT/US2005/038850 Subsequently, the residual
[08ABuntsTeEekiod sHhre viErariby tBdsF AR RO IS I SROsHAIG CS-

L0943 Referring tg EIG, 4, sespnd ling seenaio shows o o

nvention, wherein prior to tHe indication of

rdgLESheRiLies, hun b dapsRdan ragerdve wachirnteiedana donen

a conventional crossing system
skilled in the art will understand that the GUI could be implemented with many

different types of software or programs, such as with VISUAL BASIC or ORACLE
FORMS.

[0042] Referring to FIG. 3, a first trading scenario shows one example of the
present invention, wherein a buy indication for 100,000 shares of a certain security is
entered into the system at 10:15. At 10:22, a sell indication for 40,000 shares of the
security is entered. At this time, the potential buyer and potential seller are each
alerted to the existence of a potential cross or match. At 10:23, the buyer converts
or promotes the indication to an actual order to buy 100,000 shares, and the seller
converts or promotes the indication to an actual order to sell 40,000 shares. At
10:24, the system crosses the 40,000 shares of available liquidity at a price that is

the mid-point between the current market bid-and-ask prices for the security at issue.
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to sell a collective total of 50,000 shares. Under this scenario, the traders
may choose to participate in the indication of interest pool in the event
that a potential cross comes into existence. When the buy indication and
sell indication as in Scenario 1 are promoted to actual orders, the _ }
WHSLALAAT sell orders are allowed to 10 participate in the CroSa AR Y3850
result, a total of 90,000 shares are matched at the mid- point price, with
Subreqesityalnb0 G0t sharesah6E08rbares kriaHartastitnrarntitaresof
~ [0044] Thus, a number of preferred embodiments have been fully
intgeestAB¥d above with reference to the drawing figures. Although the

[Oéérl\é ”ti%%?{;sng‘?g &> Adescribed based PO HeSR REEIRHRE: example of

mbodiments,it would be apparent to those of skill in the art that certain
mdndificaiinRsvAritians gnsh alieraaliveconsimeiiesseopisl] be made to
the described embodiments within the spirit and scope of the invention.
indepdi]drotrasermpiae eserserteredn claissified bonYenésaahplessiigepystem
profiles, and 20 matching could be limited to users hayin %%)ecified

togsbp IRV EAFEISPL O_Gizﬂﬁ\ﬁsvf%fs‘{?&éﬁ?lﬁaf'aeﬁ‘?& iGGtaity,
e o A R PUR g compyiRmIcAlaR Pl

each said client user interface including a trading

crdesikian baving adneanafRhmRiey ingitadesafer nasuiencang storing

unexecuted trading positions to trade a given amount of a tradable asset;
sematching pystenedwhacainl the ersatitieipgesysstem sslcoiigrateidzigveattto
wherein the matching system is coupled with said plurality of client user

participadefiade eivdscotiguisetltcrriateil WRAha BRALHE r iRt ridiedrd-
oG, s rescus! 11888 ST BIBHRALLS SPMRLAN &
interest.

[0044] Thus, a number of preferred embodiments have been fully described
above with reference to the drawing figures. Although the invention has been
described based upon these preferred embodiments, it would be apparent to those
of skill in the art that certain modifications, variations, and alternative constructions
could be made to the described embodiments within the spirit and scope of the
invention.

[0045]  For example, users could be classified by, for example, user profiles, and

matching could be limited to users having a specified user profile.
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corresponding to the unexecuted trading positions stored in the plurality of
des.kf(ops, to identify as a match one or more first unexecuted trading
positions comprising first data corresponding to the unexecuted trading

positions from 15 said plurality of unexecuted trading positions which can  MCSLLP

fulfill one or more second unexecuted trading positions comprising
second data corresponding to the unexecuted trading positions from said

%@‘%of unexecuted trading positions, and, for the identified matches,
e a notification of said match and an invitation to execute said
match to corresponding client user interfaces, 20 and, when each said

1invitati}gr%ailgt%%weéieﬁgr%ﬂsr%% cggﬂhﬁ@ﬁ@gronic trade orders
corresporiding to the data correspon ing to the unexecuted trading
positionglusabiyiated ianhtpeingeamprE e rlvdinsaigexibigbrient user

iﬁ!s%%% Jage AR RFRNSEPANERGAO aUBRS thadthgrdesiespOHEtng a

system for execution. 25 2. The system as recited in claim 1, wherein.
ragrenedieuneRiedne Ayl RiEHHiRILARY BlBFiRhY MEEaHTE rading
SIRLRIRDIRGA RECEA AR 0 R ECH Ragalslengsetable electronic trade

orders corresponding to a match, 30 3. The system as recited in claim

whereh Bate HRGiSyFRTBuNEIR MRS MRIGRIDGGEIRA K AURPHIgHESE and

AReawest afichlicedpstdia asselinethwitbddia pibtantgtoncidricser
used as the price at which to execute said e@ecutaﬂ:@iltg e(lgectroni

DRSS T YRGS 1RCRER P T 1o AL S ABED L degriaces 2
SliraliS BRdinkeemeyteting pUigisad tosIvingaipoagnsititg to

the unexecuted tradi itions to said terized : .
TIPS/, RS ECHEE T oW T LA VRO & BT o

desktops, to identify as a match one or more first unexecuted trading positions
comprising first data corresponding to the unexecuted trading positions from
said plurality of unexecuted trading positions which can fulfill one or more
second unexecuted trading positions comprising second data corresponding to
the unexecuted trading positions from said plurality of unexecuted trading
positions, and, for the identified matches, to provide a notification of said match
and an invitation to execute said match to corresponding client user interfaces,
and, when each said invitation is accepted, to generate executable electronic
trade orders corresponding to the data corresponding to the unexecuted trading
positions associated with the match, and to forward said executable electronic
trade orders corresponding to the match, to an order execution system for

execution.

2. The system as recited in claim 1, wherein said computerized matching
system includes a pricing module for determining a price at which to execute

said executable electronic trade orders corresponding to a match.

3. The system as recited in claim 2, wherein said pricing module calculates

a mid-point of a current highest and lowest offer price for the asset for the

15



10

15

20

25

30

expires within a predetermined period of time and includes an indication of

said 10 predetermined period of time. 6. The system as recited in claim 1,
wherein each said client trading computer includes a graphical user

interface for displaying said unexecuted trading positions and said MCSL!
invitation to execute a match. 15 7. The system as recited in claim 6,
wherein unexecuted trading positions are anonymous and confidential

within said system. 8. The Syste iGited | & "{[%@ Wherslq 8tk electronic
thﬂﬁﬂ]{gﬁe%{éﬁ 88 56 (ﬁ%i glg %ﬁ%@%@%g}erﬂned%eriod of time and
teadie @rajehecal user interface includes a dynamic display of said

predetermined period of time and an elapsing of said predetermined

period of time to indicate an amount of time left to accept said invitation
deforeThppasamoasartiedtiniclnizs o whatetRct feRYerRRfAIRj GIREL

TG Iz ' uted
T e
terdinghpredivNa isiralhcompdiesFsssoriphdNestIiBde an amount of a
tradable asset; 30 at the computerized matching system, identifying as a
match, one or more first indications of interest from said_plurality of

fndicatiors BrsiRerEs reeiorbiIclaiMicRareIRf g HB\URHR Q8X5RH!E
dndiFatonsit iisrestisamsaiddanelibr ahiadicriipns eldsterepdiiitrricf said
match, providing, via said electronic data network, an invitation to execute
rradeiRiNeARRIPSLhIERresponding to the one or more first 5

indications of interest and one or more second indications of interest;

6. The system as recited in claim 1, wherein each said client trading
computer includes a graphical user interface for displaying said unexecuted

trading positions and said invitation to execute a match.

7. The system as recited in claim 6, wherein unexecuted trading positions

are anonymous and confidential within said system.

8. The system as recited in claim 6, wherein said invitation to execute
expires within a predetermined period of time and said graphical user interface
includes a dynamic display of said predetermined period of time and an
elapsing of said predetermined period of time to indicate an amount of time left

to accept said invitation before expiration of said invitation.

9. A method for generating liquidity, wherein the method is a computer-
implemented method comprising the steps of:

at a computerized matching system, receiving, via an electronic data
network, a plurality of indications of interest to trade an amount of a tradable
asset;

at the computerized matching system, identifying as a match, one or

more first indications of interest from said plurality of indications of interest
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when an invitation provided to each party is accepted, generating, on a
computer, an executable order comprising an executable electronic trade
order corresponding to the accepted one or more first indications of
interest or the accepted one or more second indications of interest in
order to execute a trade 10 of a tradable asset; and forwarding the
executable electronic trade order to an order execution system for
ution The computer-implem t |
SRR LM S o R SRS TS S P ce et L ey of
inflicatimgsdesktepssind reading unexecuted trading positions stored on
each gf, %3'9&'@5%{ [ading deskinns salrbid eaianR R e SR RARE0n to
based upon said uné ecute ng positions. 20 11. T
exﬁnptﬁaaunhp@t@@ﬁt@@@ﬁbth@dh@@@@@@@nﬁimutﬁ thewtreprincigifith
ﬁea?ifo?@%f'ﬂ{{e {UjeE @wm%?eeg@&&ﬁ@ sifadRObFRitb@sset 12.
e computer-im emente method as recited in claim 11, wherein said
25 stewbe@@wlawt@h@almw@@@ ﬁﬂu@%&rﬁ%%‘%@%ﬁﬂﬂéh@@ﬂ@ﬁ%ﬂ”g on a
Weehaffeln @@%Lﬂéﬁ@@rﬁ%‘?td@m@ﬁsmgt% dxecltBble electronic trade order
puter implemented method as recited in claim 9, wherein said
¢nvrmﬁbr@<&m@ agpretegians argnateEriinsicatingg of tirrestpr the
dncludes) 3QAprRdicatin HhSaid RERrRIs HRines PSriAcLAidMB-ckécute a trade
MCSLLp 14. The computer-implemented method as recited in claim 9,
Madmaglerst d8Flaying said indications of interest and said

'nV'ta“Rﬂ%?cﬁﬁ%%@ ExdpatabIndke rerieIPaneipgiBRrHasViRdeElSRicution

user interface which includes a graphical user interface.
system for execution .

MCsLLp

10.  The computer-implemented method as recited in claim 9, wherein said
step of receiving includes a step of accessing a plurality of trading desktops and
reading unexecuted trading positions stored on each of said plurality of trading
desktops, said indications of interest being based upon said unexecuted

trading positions.

11.  The computer-implemented method as recited in claim 9, further
including a step of calculating a price at which to execute said trade of said

asset.

12.  The computer-implemented method as recited in claim 11, wherein said
step of calculating calculates a mid-point of a current highest and lowest offer

price for the asset for the match.
13.  The computer-implemented method as recited in claim 9, wherein said

invitation to execute expires within a predetermined period of time and includes

an indication of said predetermined period of time.
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5 15. The computer-implemented method as recited in claim 14, wherein
indications of interest are always anonymous and confidential. 16. The
computer-implemented method as recited in claim 14, wherein each 10

indication of interest includes the size of a trade, an asset name of an MCSLLP

asset to be traded, and the side of the trade. 17. The
computer-implemented method as recited in claim 14, wherein said

jndications of interest can be based on e t o) t .
Bhors) B S et R R ot Y, ing -
stdve efidispidyingitsdidrindieationseod xpiess stidnid saidddetatnimetopasiite a
of time and said_graphi interface. | : ic.di f
P B a2
pepbicef tinsr ivt@rdicgte 20 an amount of time left to accept said invitation
before expiration of said invitation. 19. The system as recited in claim 1,
wherein each said client trading computer is configured to create a filter

b@finitiﬁhem@e&émp@wm@@&%ﬂ%aﬁgf%@ﬁmﬁf@mlﬁewﬁﬁ”
HARRRHEDIRARRAGT LN AYRish Safishyusaid ke datinitian. 18

16.  The computer-implemented method as recited in claim 14, wherein each
indication of interest includes the size of a trade, an asset name of an asset to
be traded, and the side of the trade.

17.  The computer-implemented method as recited in claim 14, wherein said

indications of interest can be based on executable or nonexecutable orders.

18.  The computer-implemented method as recited in claim 14, wherein said
invitation to execute expires within a predetermined period of time and said
graphical user interface includes a dynamic display of said predetermined
period of time and an elapsing of said predetermined period of time to indicate
an amount of time left to accept said invitation before expiration of said

invitation.

19.  The system as recited in claim 1, wherein each said client trading
computer is configured to create a filter definition, and said computerized
matching system can only receive unexecuted trading positions which satisfy

said filter definition.
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