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FI ELD OF THE I NVENTION This invention relates .to
tradi ng systens for trading fungibles such as, but
not limted to, financial instrunents. It is
particul arly, but not exclusively, concerned with
anonynous trading systems where the identity of

wo e parties to deal is not known until the
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conpleted. It is also concerned with |n8?'€5§1i°?*7834“?2he
liquidity in the market of instrunments that are being
traded on tradi ng system BACKGROUND TO THE | NVENTI ON
In the foll owi ng discussion, the invention is

di scl osed with respect to a particular financial
instrument, FX spot, &fpded QA.ap anonynous trading
system It is to be understood that the invention is
applicable to any trading systemin which credit is
assigned by at |east one party to possible deals with
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In the following discussion, the invention is
disclosed with respect to a particular financial
instrument, FX spot, traded on an anonymous trading
system. It is to be understood that the dinventicn is
applicable to any trading system in which credit is
assigned by at least one party to possible deals with one
or more counterparties, and to the trading of any
fungible. The fungible may be an instrument such as a
financial instrument but could also be any other type of
fungible such as a commodity for example metals, energy,
foodstuffs etc. The invention is also applicable to any
financial imstrument inecluding, but not limited to, FX
products such as, but not limited to, Spot, forwards,
outrights, FRA's and futures and other non-FX products
such as eguity products.

The term fungible used herein means any product that
iz capable of being traded.

Anconymous trading systems are well known and have
been used to trade financial instruments such as
Foreign Exchange (FX) Spot for a number of years.



US 5, 375, 055 and EP- A-0399850. In each of these
systens, part of a trading book is distributed to a
trader's workstation. Traders submt quotes to the
syst em anonynously whi ch quotes are nmatched by a
mat chi ng engine to execute deals after credit limts
have been checked. In an anonynous tradi ng system

WO eH040i8422 are presented MAth quot es t hat HGTESHOHF4402
entered into the market 2by counter-parties. The trader
can attenpt to deal with these quotes but does not
know the identity of the counter-party w th whom he
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This avoids the possibility of a trader trying to trade
a guote only to flnd that the deal is refused through.
lack of c:red:..t In a fast moving volat:Lle market this
can cause- a trader to lose a trading opportunity.
Interbank anonymous trading systems have been very
successful. However they are largely limited to major
banks. Smaller banks have limited access to the systems
as they are not allocated sufficient credit by the major
banks to ‘see’ the best prices. One reason for this is
the risk perceived by the larger banks of trading large
amounts with smaller, less credit worthy, banks. Because a
smaller bank does not have any or much credit with many of
the counter-parties on the system, and because undealable
quotes are hidden, a smaller bank has only a limited

subset of quotes with which it can trade. The quotes are



WD 2004/ 040422 PCT/ US2003/ 034402 3 often not the best
prices in the system As a result, the smaller banks
are at a di sadvantage and tend not to use the
systens, preferring to trade through other channels
such as direct dealing systens or conventional voice
brokers. This is undesirable fromthe point of view of
wo fosedRl | er banks as they are not getti agriifresiosss:
deals available. It is3also undesirable fromthe
point of view of the trading system operator as the
potential liquidity of the systemis reduced.
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trade is conducted by executing a first deal between

t hegthidnk€ orpaid ndiekrblie counter-party owni ng the best
price quote; and executing a second deal between the

third party and the first party, the anount of the
second d&&fe Béi agnette themAerastq Feduersurhe opradhen 9k st

deatllowing smaller institutions to trade on a system in
which they have limited credit with many of the counter-
parties, without being forced to accept poor prices. The
present i‘n.véntion aims to address that need.

" According to the i1nvention there is provided a
method of trading instruments on a trading system’ in which
a plurality of counter-parties trade with each other
comprising the steps of: displaying to a first party a
guote having the best price in the wmarket for which a
third party has credit to deal; initiating by the first
barty a trade at the best price, wherein the trade is
conducted by executing a first deal between the third
party and the counter-party owning the best price quote;
and executing a second deal between the third party and
the first party, the amount of the second deal being the
came as the amount of the first deal.
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provi des a method of executing trades on a trading
system conprising a plurality of counter-parties,
conprising: displaying to a first trading party on
the systemthe best price available by trading
through a third party; executing a first deal between
wobdwoso4di rd party and the party of f eri ng RTEISpEYp34402
price; and executing a*second deal between the third
party and the first trading party for 'the sane anount
as the anmount of the first deal. The invention also
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owning the best price quote; and wherein the third party
comprises software for executing said first deal and
executing a second deal between the third party and the
first Qarfy, the amount of the second deal being the same
as the amount of the first deal.

The invention further provides a gystem for
executing trades on a trading system comprising a
plurality of counter-parties, comprising: goftware for
executing a first deal between a third party and a party
offering the best price, the third party trading on behalf
of a first party; and software fox executing a second deal
between the third party and the first trading party for
the same amount as the amount of the first deal.

In a preferred embodiment of the dinvention, an
institution trading on an anonymous trading system may act

as a prime broker, conducting trades on behalf of parties



In a preferred enbodi nent of the invention, an
institution trading on an anonynous tradi ng system nay
act as a prime broker, conducting trades on behal f of
parties WO 2004/ 040422 PCT/ US2003/ 034402 S who have
no credit with a party who is offering the best price
in the market. Institutions who are willing to trade
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prime broker. However, trades conducted via that terminal
are initiated by the client institution.

In one preferrved embodiment, the party on whose
behalf the prime broker trades is a hedge fund. The hedge
fund comprises a plurality of funds and enters the list of
funds into the trading system, and provides them to the
prime broker who maps them onto existing codes for those
parties. The hedge fund, on receipt of a deal ticket
breaks the completed deal down into a plurality of deals
related to the plurality of hedge funds. The deal ticket
may include information enabling the deal to be broken
down.

In one preferred .embodiment, the prime broker
customer way itself execute a further deal for the same

amount with one of its own customers. This deal may be at



may include information enabling the deal to be broken
down. I n one preferred enbodi nent, the prinme broker
custoner may itself execute a further deal for the
same amount with one of its own custoners. This dea
may be at WO 2004/ 040422 PCTI US2003/ 034402 6 the sane
price as the deal it concluded with the prine broker
WO ¢ed/48422 be wei ghted to include a transactfCEy5308@I34402
Mul tiple prime brokers ﬁay be available to a given
party. The party may include a display of the prices
avai l able fromeach of a plurality of prine brokers or
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Preferably, each of the prime broker and its
customers may see the guotes submitted wvia the prime
broker, for example via a deal panel. Each of the customer
and the prime broker may grant permission to the other
governing viewing of the quotes.

Embodiments of the invention are advantageous to the
prime brokers, their clients and to the operator of the
anonymous trading system. The clients are typically
smaller institutions who do not have credit with many of
the parties trading on the system. This means that they
are unable to .deal many of the best prices. As the system
only shows them prices that they can deal, they will.only
be aware of the best prices from outside the trading
gystem. Embodiments of the invention give these client
ingtitutions or customers access to better prices by
relying on the credit extended to the prime broker, which

is typically a larger insticution. Clients have an



are unable to.deal many of the best prices. As the
system only shows them prices that they can deal,
they will only be aware of the best prices from
outside the trading system Enbodi nents of the
i nvention give these client institutions or custoners
access to better prices by relying on the credit

wo Rlosdged to the prinme broker, which i Spdppia6ahiod
arger institution. Cisents have an WO 2004/040422
PCT/ 1JS2003/ 034402 7 increased probahility of their
orders being executed' and tighter prices to quote
their own custoners. To the prinme broker, enbodi nents
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t he I'ent;

Figure 1 is a schematic diagram showing =& ﬁrime
broker deal code in an anonymous trading system;

Figure 2 shows how the prime broker assigns trading
limits to each client institution;

Figure 3 shows how the prime broker client can deal
a quote through the prime broker that is not available to
it in its own right;

Figure 4 illustrates how the prime broker executes a
second deal with the client institutiom after completion
of a deal instigated by the client;

Figure 5 illustrates how the deal of figure 4 is
displayed at the client institution terminal;

Figure 6 illustrates how a trade conducted via a
prime broker resulte in four deal tickets;

Figure 7 is a schematic overview of the entire deal

process;



Figure 5 illustrates how the deal of figure 4 is
di spl ayed at the client institution termnal; Figure 6
illustrates how a trade conducted via a prine broker
results in four deal tickets; Figure 7 is a schematic
overview of the entire deal process; WO 2004/ 040422
PCTI US20031034402 Figure 8 is a nore detail ed view of
WOREIUEAl process executed on a first t PREURYI¥IE e m
architecture where the "quote is submitted through the
prime broker; Figure 9 is a simlar viewto figure 8
where a quote is hit through the prinme broker; Figure
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The trading system’s operator benefits from an increase in
trades, from additional subscribers to the system, and
from an increase in liguidity which can make less common
currency pairs viable. All these benefits increase the
operator’s revenues from the system.

In the ewbodiment to be described, the Jlarger
institution assigns a deal code to deals executed by
clients using its credit. This deal code is separate from
the code used for its own deals. As soon as such a deal on
the third party deal code has been concluded with a
counter-party, a further deal is concluded between the
larger bank and its client. ‘This further deal may be an
exact mirror of the first deal or may be adjusted, for
example, by changing the buy/sell price, to take into
acecount the larger bank‘s fee for the Eirst deal. The
counter-party to the first deal is not aware of the
identity of the client bank and is only aware that it has
concluded a trade with the larger bank. The larger bank
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whi Eerkldbw aut omati c generation of quotes. These are
ref err edlthough described with respect to an anonymous

trading system, the system need not be anonymous.

Whatever the nature of the trading system it is to
be understood that it is a computerised system which
matches and trades quotes automatically without human
intervention beyond the inputting of quotes into the
system by a trader. Even this trader input is not
necessarily essential as systems have been developed which
allow automatic generation of quotes. These are referred
to as auntomatic trading interfaces and are disclosed in
our co-pending application US 10/205535, the contents of
which are incorporated herein by reference.

The following description includes discussion of the
message flows in various embodiments of the invention. It
is to be understood that these mesgsages are all, in
nature, electronic wmessages sent between computers across

a telecommunications network. The exact nature of these
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process and send are changed in the manner described
below. In an alternative architecture, such as one based
on a network of broking nodes as disclosed in GB-A-2363876
they form a part of the broking node computers. _

Similarly, the trader terwinals may be conventional
computer workstations which provide a display of the
market to traders and permit traders to enter guectes into
the system, for example by wmeans of a keypad. In one
embodiment, this display is modified to show two'market
displays, one available through a conventional trading
route and are wvia a prime broker. As mentioned above,
quotes could be input automatically by an automated
trading interface which generates gquotes in response to
predetermined changes in market conditions.

A number cof bank trading floors are connected to the

trading system to enable traders at trader terminals on
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bechien@l b¥f the prime broker who was responsible for the
trade. This is important as that client may be a party
with which the counter-party has refused credit or would
not ordinarily deal with except at an unfavourable rate..
As discussed below, a prime broker deal code is not
essential but is advantageous. Prime broker deals may be
conducted through a conventional deal code used for
regular trades by the bank or institution.
Thus, in figure 1, the trading floor administrator
18 at bank ABCD assigns credit to the trading flooxr PBXX
but does not assign credit to trading floor XYZA, as shown
at 24. In contrast, trading floor XYZA at 28 assigns
credit to both trading floors PBXX and ABCD. As bilateral
credit does mnot exist between ABCD and XYZA the two
pParties camnot trade with each other on the conventicnal

EBS or Reqters systemg referred to above as bilateral
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to which a client can trade using the prime broker’s
credit and appear to the remt of the trading floors as the
prime broker trading floor. They also indicate for which
deal codes on the system it is willing to act as a prime
broker. If no credit is assigned, the prime broker is not
willing to act as a prime broker for that party. These
trading limites are typically daily limits. Thus, at 30
the prime broker Trading Floor Administrator (TFA) 20
assigns limits of $10M (million) to trading floor XYZA and
$15M to trading floor X¥ZB. If the credit falls below a
defined minimum threshold the client will not be able to
view prime broker prices. The credit limits and the
authority to trade may be submitted to the trading system
depending on the architecture of the system and, in
particular, where credit limits are stored on the aystem.
Preferably credit is netted. Credit netting in an

anonymous trading system is described in our co-pending
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prl may continie those
have the effect of lowering the credit. Once a sell
transaction hae been completed, the client will be able to
buy again up to the wvalue of the sell transaction
whereupon the credit limit will be hit again.

Referring now to figure 3, each of the prime broker
clients has a trader terminal that is the prime broken
institution’s terminal. When a trader at the client
trading floor loge on to that texrminal, he logs on as a
trader on the prime broker institution’s prime broker deal
code. - The prime broker terminal may be a physically
separate terminal or may be accessed by using a separate
login routine at a common terminal that is also used by
the trader for trading activities in the name of his
institution.

In the example of figure 3, the terminal is
physically different and the prime broker client has a
prime broker terminal 32 displaying a first market price
and his own institution’s terminal 34 displaying a second
market price. A trader 36 at trading floor ABCD submits



client bank can approach their credit limts from both
the positive and negative sides. If a client bank has
reached their credit Iimt on one side, they may
still place orders on the other side. Thus, if the
client has a credit Ilimt of $30Mwith the prine
broker and reaches that [imt on the buy side, he nay
WoeHMP0MZe to sell as those trades have tiavustfosowsoof
| owering the credit. Onéke a sell transaction has been
conpleted, the client will be able to "buy again up to
t he val ue of the sell transaction whereupon the
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PBXX. Trader 36 is aware that PBXX is a prime broker deal
code and so knows that the hit has come from a client of
the prime broker dinstitution. However, the trader 36
cammot find out the identity of that client. At the
trader’s bank ABCD, or within the trading system 10
depending on the architecture of the system, a credit
check is carried out to determine whether there is
gpufficient credit to complete the hit order. However, it
is the bilateral credit between ABCD and PBXX that is
checked. The credit between ABCD and XYZA is irrelevant.
Once the deal between ABCD and PBXX has Dbeen
completed, a complementary deal is completed between PBXX
and the client XYZA. In return for allowing XYZA to
utilise its credit, the prime broker imstituticn charges
XYZA a fee. This fee way be on a per transaction basis

and can be levied in a number of ways. First it could be



34 m ght represent, for exanple, an opportunity to buy
Euros at $1.1011 and to sell them at $1.1015, where
the currency pair being traded is Euro: US Dol l ar.
Referring now to figure 4, the trader 38 at
institution XYZA hits the offer at 11 using the prine
broker term nal or workstation 32. The offer at 11

wo WolAwepe for an anmount, for exanple 1 million and the
prime E)broker 16 will rgserve this amouE TPy PHE
credit it extends to trading floor XYZA. The credit
is not changed at this point as the deal has not been

conpl eted. The hit is conmunicated through the
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As shown in figure 5 the deal completion process
between PBXX and ABCD requires a further credit check to
be made at PRXX to check that there is credit between PBXX
and ABCD. As each side assigns its own credit limits, it
is possible for PBEXX to have credit with ABCD but not vice
versa. Assuming that the credit exists, the deal is
completed and a message is sent to the trading system 10
by both parties, with ARCD advising the system that it has
sold an amount at 11 to PEXX and PBXX advising the system
that it has bought an amount at 11 from ABCD. The deal
completion message is sent to ABCD and then communicated
to the trader’'s workstation where it can be seen in the
trader’s completed deal panel which identifies PBXX as the
countexr-party.
As part of any deal on the anonymous trading system
10, when a deal is completed, a deal ticket is iesued to



deal display panel at the prinme broker workstation 32,
whi ch shows all deals conducted by XYZA through the
prime broker shows the deal with the fee added into
the deal price. In figure 5 the deal at 11 is shown
as the final BUY deal 40 on the fourth line of the
WO%@@& a# Al t hough the deal between the prinme broker
4Hd ABCD was at 11, the deal bet weBGIARIHOHAR
the client XYZA is at 115 with the additional 0.5
representing the prinme broker's fee. The deal is
shown at 11.5 in the trader's deal display panel.
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the utor performs the function of distributing guotes

in the market to traders and assembling market views for
each trading floor based on a credit matrix detailling the
parties with which that trading floor has credit. The
arbitrator includes a matching engine and wmatches quotes
to enable deal execution. In some trading systems, these
functions of wmarket distribution and wmatching are
performed by separate computers at separate locations. In
other systems they are combined. At step 104 the XYZA
trader, trading through the prime broker terminal, hits
the offer to esell and this hit is commmicated to the
system at 105 as a request to buy from dealing flooxr PBXX.
At the same time, the trading floor PBXX reserves the deal
amount against the credit XYZA has to deal through PBXX as
a prime broker. This credit adjustment is made final when
the deal has been completed. The system "at 106

communicates this order as a willingness to buy to the



back office system 44 confirm ng that ABCD sold at 11
to PBXX. A second ticket 46 is issued to the PBXX
back office system 50 confirm ng that PBXX bought at
11 from ABCD. The system 10 issues a third ticket 52
to the PBXX back office system 50 confirm ng that
PBXX sold at 11.5 to XYZA and a fourth ticket 54

wo Ylad/abyzi S sent direct to the XYZA back QEffh%mﬁ%aEzem
56 if bank XYZA has a deal feed client installe

confirm ng that XYZA bought at 11.5 from PBXX. Figure
7 illustrates the corrpl ete order cycle for the deal
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institutions with limited credit are given access to
better prices by utilising the credit of other
institutions. TIn return, the institutions who allow their
credit to be used gain financially for each trade that is
conducted in their name. The anonymous trading system
benefits as more orders are entered into the systems so
increasing the 1liquidity in the currency pairs being
traded. The system described has the further advantage
that large trades may be conducted through a prime broker
without the identity of the trading party being revealed
to the market. In prior art systems, orders are typically
for amounts in the range of $1M to $5M. If a trader wants
to trade a very large amount such as $50M, the order will
not be filled by a single trade but by a number of trades.
Although the system is anonymous, other traders on the

system can see the identity of the parties to all



trader term nal at ABCD. Both sides then performa
credit check at 108 to ensure that there is
sufficient bilateral credit between ABCD and PBXX to
fulfil the order. Once credit has been established,
pri rre broker PBXX notifies the systemat 110 of the
wols with a message Bought at 11 from ABCD . It
&? §"84°ﬁ%§t|f| es ABCD at 112 that the deal PHAL2PRI402
conpl eted. At 114 ABCD passes on the notification to
the trader terminal in a nmessage Sold at 11 to
PBXX' . A second deal for the sane anpbunt at 11.5 is
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t hr pHgle 3rBké B DhOkBIted within the same trading screen
display that the trader uses to trade on behalf of bank
XYZA In the figure B example the trader’'s display has
two parts. The first part, 130 shows the best bid and
offer prices that the trader can get trading as XYZA. The
second part 132 shows the hest prices available by trading
via the prime broker. This arrangement is convenient as
the trader does not have to watch two screens but can
easily see which of the twe available routes will give him
the best price. If the prices are the same he will trade
as his own bank to avoid paying a prime broker fee. This
display is shown in more detail in figure 10 and a variant
is shown in figure 11. Both will be described in greater
detail below.

In the example of figure 8, in contrast to that of
the previous figures, the XYZA trader, trading wvia the
prime broker is the market maker. The trader puts an offer
to sell at 11 into the market through the prime broker at

step 200. The trader can choose if the offer is submitted



the trading party being revealed art systens, orders
are typically of $1Mto $5M If a trader wants to
trade a very | arge anmount such as $50M the order wll
not be filled by a single trade but by a nunber of
trades. Although the systemis anonynous, other
traders on the systemcan see the identity of the
WOoRH#e4ees to all WO 2004/ 040422 PC | US20036034407034448
conpl eted deals. They cddn therefore see that there is
a series of deals having the sane party on one side.
They concl ude t hat there szt be a |l arge order that
needs o be dealt and wi adjust their prices on the
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assumes that the matching is made using the Prime broker’s

credit. The quote entered by the maker is sent to the
prime broker 16 at step 202 which checks the amount of the
quote against the credit limit for trades conducted via
the prime broker. From the Derspective of the rest of the
system, the prime broker 16 now owns thise quote. At step
204 the quote is sment to the arbitrator within the trading
system whereupon the trading system distributes the quote
making it wvisible to other traders who bave credit with
the prime broker trading floox. At 206, the trader at
bank ABCD 14 hits the quote, submitting an order to buy at
11. This order is passed to the arbitrator at 208 and
sent to the prime broker at step 210. At this point
credit checks are performed for the taker and the maker.
The next four steps verify that the quote is good, that is
that the maker wishes the quote to remain in the market
and be dealt. At 212, the prime broker sends a ‘Quote



the best price. If the prices are the sane he wll
trade as his own bank to avoid paying a prime broker
fee. This display is shown in nore detail in figure
10 and a variant is shown in figure 11. Both will be
described in greater detail below. In the exanple of
in contrast to that of the previous

ﬁoq}ll}?wg%z the XYZA trader, trading via tHhECT/ERIGE34502
broker is the market maker. The trader puts an offer
to sell at 11 into the market through the prine broker
at step 200. The trader can choose if the offer is
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broker and the taker. The ‘Bought at 11’ message is also
sent from the prime broker to the maker bank node and an
‘InstrMaker’ message sent from the maker bank node to the
prime broker followed by an ‘InstrTaker’ message from the
prime Dbroker to the maker bank node. The deal is now
complete and the deal tickets sent in electronic message
form to the back office computer systems at the maker,
taker and prime broker to allow logging and settlement of
the deals by the back office computer systems.

Referring to figure 9%, the situation where a hit is
gubnitted into the system is shown in more detail. This
is an expanded wversion of the process shown in figure 7.
Hits or takes submitted through the prime broker are also
matched in price, credit and time priority and the takex's
credit will always be used first i1f it exists. If the

taker does not have credit the prime broker‘s credit will



the prinme broker. Fromthe perspective of the rest of
the system the prine broker 16 now owns this quote.
At step 204 the quote is sent to the arbitrator
within the trading system whereupon the trading
systemdi stributes the quote making it visible to

ot her traders who have credit with the prine broker
wo tavadioqzg fl oor. At 206, the trader at b

hits the quote, submittzing an order to E%%W‘%‘ﬁ
This order is passed to the arbitrator at 208 and
sent to the prime broker at step 210. At this point
credit checks are performed for the taker and the
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credit the arbitrator selects the prime broker and, at
step 308, the arbitrator 10 forwaxds the ‘taker request to.
buy at 11 through prime broker’ message to the prime
broker 16 which accepts the zrequest at step 310 after
checking that the deal amount does not exceed the taker’s
credit with the prime broker. The arbitrator then sends,
at 312, a ‘prime broker willing to buy at 11’ message to
the maker bank node 12 which sends a ‘quote good’ message
to the trader workstation at step 314 to check that the
trader still wants to trade. If the trader wishes to
continue he replies with a ‘quote OK’ mesgage to the bank
node at 316. The deal is now completed in conventional
wanner with a ‘Buy at 11’ message 318 being sent from the
maker to the prime broker, credit checks being made for

both the maker and the prime broker and a ‘bought at 11/



broker and the taker. The "Bought at 11' nessage is
also sent fromthe prine broker to the naker bank
node and an " InstrMaker' nessage sent fromthe maker
bank node to the prinme broker followed by an
“InstrTaker' nessage fromthe prinme broker to the
maker bank node. The deal is now conplete and the
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back office conputer syszt ens at the maker, taker and
prinme broker to allow | ogging and settl errent of the
deal s by the back office conputer systens. Referring
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to WEIVE atIn] g quﬁf@mjepﬁ embodiment of the invention there is
one situation where this rule is not observed. The order
matching is modified to allow a floor within a prime
broker bank institution to jump the queue of one if thei:;:
prime broker customers attempts to hit a bid or pay an
offer which is at the same price as a bid or offer they
have in the market. If the offer is stacked with more than
one counterparty, and the prime broker bank is not the
first on the list, the prime broker bank is automatically
pronounced to be first on the list and is then executed
against the prime broker client as a regular deal with no
prime brokerage fee,

In the example of .figure 3 to 6, the client bank
X¥ZA has a dedicated prime broker terminal in addition to
its usual trading terminal. In the example of figure B8
and 9, the trader has a single terminal which displays



prime broker' to the arbitrator at step 306. The
arbitrator, on receiving the hit, tries to nmatch it
using the taker's credit first. If no credit exists
or a better price quote can be matched based on the
prime broker's <credit the arbitrator selects the
pri me broker and, at step 308, the arbitrator 10

wo toorweazls the " taker request to- buy at Périkioeugiio:
prime broker' nessage t2@ the prine broker 16 which
accepts the request at step 310 after . checking that
the deal anmpbunt does not exceed the taker's credit
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distribution function is provided by a broking node rather

than a separate market distributor as digclosed in GB-A-
2363875, so that it can generate the market view to be
displayed in the prime broker price panel.

In the examples described above, the assumption has
been made that there is only a single prime broker. 1In
practice it is likely that a number of banks will want to
offer prime broker services as they provide an attractive
revermie stream. Thus, ag any bank offering prime broker
services is likely to have credit with all or nearly all
possible counter-parties on the system, a trader wishing
to use a prime broker has a choice of possible prime
brokers. Thus a decision must be made as to which prime
broker to wuse. This could be specified by a user

preference based on, for example, .the fee structures



"I nstrTaker' nmessages 334,336 with the prinme broker.
Foll ow ng conpletion of the deals, deal ticket will be
produced for the maker, the taker and the prime broker
as discussed above. As nentioned above, the trading
rules require that orders are matched on the basis of
rice, credit, and tinme. In a preferred enbodi nent of
WO UMK ention there is ,one situation wiST@SERISH) ¢
is not observed. The order matchi ng is nodified to
allow a floor within a prime broker bank institution
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At the customer, multiple prime brokers may each
have a separate terminal used by the txader to trade
through a pelected prime broker. However, an alternative
approach is to include a price panel at the prime broker
client’s workstation for each prime broker enabling the
client to compare the prices available on-screen. The use
of multiple price panels in a single trading screen is
known and typically used to allow traders to keep track of
several currency pairs simultanecusly. The use of multiple
trading panels is disclosed in our provisional application
US 60/478,570 the contents of which are incorporated by
reference.

Alternatively, or additionally, the prime broker
codes could have associated voice functionality so that
prime broker prices are announced to the client. The use

of voice armouncements is disclosed in US 5,806,050.



t hrough anot her panel shown in figure |ab. These two
panels may be only two of a nunber of panels that are
di spl ayed to the trader. For exanple a display nay
conprise regular and prinme broker panels for a
plurality of currency pairs. In order that the
arbitrator can generate the nmarket views displayed to
wopeosader, it maintai ns an additional rCr@gichsoset or
of bilateral credit bet3een each custonmer and the
prime broker. This credit vector is shared wth the
mar ker distributor, or broking node if the market
di stribytio n ed by a broki ng. node
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prime broker bank which lists active orders with sizes for
prime broker customers. The prime broker bank terminal can
select whether or not to display this panel. The panel may.
include only done deals or may include outstanding gquotes
in the warket as well. It is preferred that the ijdentity
of the prime broker customer iz not displayed.

The ability may be given to prime broker customers
to permission individually whether prime breker banks can
see thelr orders on the prime broker customer orders
panel. Similarly, the prime broker banke may permission
whether they can see the prime broker customer orde.rs’
panel on a per customer basis. It is important that no
prime broker customer can see the identity of other
customers of the same prime broker bank.

In one wmodification of the embodiments described,
prime broker customers are able to white label their prime



request to buy through prinme broker' nessage 306. For
exanpl e this nessage could be anended to append the
deal code of the preferred prinme broker. Were
multiple prime brokers are used, both sides of a dea
could act through a prine broker. Thus, an institution
ABCD coul d act through prine broker PBXX and an
WOM030833t | on XYZA coul d act through a pri W/ HREREH02
DEFX. The actual deal ®#buld be concl uded between
trading floors PBXX and DEFX. Separate deals, in the
manner di scussed above, would then be concl uded
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profit from the spread applied. To the custower’s
customers 420, 430, 440 the advantage is that they have
access to 1liquidity and prices that would otherwise be
unavailable to them.

Although not shown in figure 12, it would be;
possible for the customers CDEF 420, DEFG 430 and EFGH 440
themselves to enter into credit relationships and offer
the prices they receive to ocustomers subject to applying a
spread.

In the embodiment described, it hasg been assumed
that the prime broker customers are banks or similar
financial institutions. This ig not necessarily the case.
In one embodiment of the invention, the customers comprise
one or more hedge funds. The nature of hedge fimds imposes
some requirements on the system.

Hedge funds require that most of their positions are

broken out into multiple funds breakout. To facilitate



operates and to assenble a best prinme broker view for
distribution to the client. Both of these |ast two
options have the advantage of requiring only a single
prime broker termnal at the custoner. This
functionality could be provided on a single screen in
addition to the traders own direct trading prices. A
wo bau/dspes al ternative arrangenment pFOVidﬁ§U@FRbﬁﬂg@d
price showi ng the best 2rate that this aval
either through a prine broker or through direct
dealing. It is preferred that the direct price is
shown if the prices are equal as direct trading does
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effectively a series of linked deals enabling them tc be
property allocated into the correct accounts.

Many wmodifications to the embodiments described are -
possible and will occur to those skilled in the art
without departing from the scope of the invention. For
example, the use of a separate deal code for a prime
broker, although convenient, is not essential, A prime
broker deal may be made through any regular trading floor
of the prime broker institution. It is alsc not essential
to show the prime broker and direct prices separately at'
the trader’s workstation. It is possible to combine these
together so that the trader is simply shown the best price
they' can obtain either by trading in their own right or
through a prime brokexr. In such an environment the system
will be arranged such that a trade will always be made in

the name of the client bank if credit exists, as this



relationship wth bank 13CDE 410 enabling bank BME to
trade as a prine broker custoner of bank ABCX. The
prime broker customer BCDE has its own credit
relationship with a nunber of its own custoners CDEF
420, DEFG 430 and EFGH 440. The prine broker custoner
BCDE will apply a spread to the prices it shows to
WO§0408¢22t orer s 420, 430 and 440 and for BETHSRO&0Me2he
hit, there will be thre# separate deals and six deal
tickets. The first deal is between the 'prinme -broker
bank and the counterparty. The second is between the
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anonymous trading sy‘stems are well understood by those
skilled in the art.

It will be appreciated that embodiments of the
invention provide advantages to banks or other financial
institutions nusing prime brokers, the prime brokeré
themselves and the trading system operator. From the
point of view of the client bank they are given access to
better prices via greater credit in the market, increased
probability of execution of orders and tighter prices with
which to quote to customers. These give the client banks
a bettexr competitive position in the market. From the
point of view of the prime brokers, they have access to a
greater number of global counter-parties for cross
gelling, increased market exposure, increased market flow
and increased revemues through the fees generated by the

prime broker services.



27 such a trade, a prime broker custonmer nust be able
toload a list of all accounts' into the trading
system This enables the customer to Iink the account
and the anount on a post deal basis. The prinme broker
bank is provided with a pre-deal interface to
acknow edge that the prinme broker bank understands the
wo Bf@adsout name. The prinme broker bank nEyrHeReni:
amend the name to matcleits own internal systens.
This is conveniently done via a mapping table. Thus,
where the custoner is a hedge fund, they can enter
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Many other alternatives to the embodiments described

are possible and will occur to those skilled in the art
without departing from the scope of the invention which is

defined by the following claims.



wi |l be arranged such that a trade wll always be nade
in the nane of the client bank if credit exists, as
this WD 2004/ 040422 PCT/ US2003/ 034402 28 avoids the
client bank having to pay a fee to a broker. 1In this
situation, the arbitrator will maintain an additional
credit vector of bilateral credit betvveeg each client
WO HHP* PP set of prine brsi?kers. The mar ket CHPRIPERIYN?  pe
generated fromthis vector together with the bank's
own credit vector wwth the avail abl e counter parties.
Al though it has been nentioned that the identity of a
prime broker client is n§t3@%en up when a prine
broker deal is concluded, the systemcould be
configured so that the identity of the client is

di spl ayed, with or wi.thout the identitg of, the prine
br dker BraiRg PF dERAIRE dPALTHIPEED O Re " THEP ny Y8t em
i S inowhickpor tEmtralityn cdddewriten-partite twgde systlermmch
MeRkhonednabQu ey Rt feepk ohi ch are distributed
systens,, eqbodi nents pf th inyepnt ,.on b
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{ @i eR e £be TRt EoF rgFHeR| B8 8P BHS CTeRid tase
dedieenf ed conmuni cati ons networks to comruni cat e

bet weens L 18a¢Al] BfS WRT kalat ipaney andqlubehe chimaiie of
the  systens.

i _Altérnatively, a puplic network such as
| hEiFn SPREALEY aeh o0, SRR PR TR b ks
us@dabybetapenssushindagariy spdt gies capenebdrtyneersgood
by thBosar skidel g6bte 4dde art. It will be appreciated

that embodlgpnl & Qbeldi ackiMEikan BiOVhLa advantages
to banks or other financial _institutions _u ing prinme
?’ﬁé g *48i ng
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Sy sheen aop ehatepount-ofntieh8irgyodett .of vi ew of the client
bank they are given access to better prices via

gl‘%(:.lt erAcltnee:t iotd iart]:ccgh nga{;ge(%la'imn%r,eaﬁgldeinpkggapé%hy
of “execut ron of orders and tighter prices with I ch
t 0 Sgabtie eHeFEEGifeFRe SPRRRFIGRVE the %Ffeff2banks a
better conpetitive position in the narket. Fromthe

poiant O wkeMmsOfadcBeaiEl R hueker s, whdiRinhaue seaess
tOdaeal is executed at a different price to the first deal,
the price difference representing the fee charged by the

third party for participating in the first deal.

4. A method according to claim 1, wherein the first
deal is performed by the third party only if bilateral
credit does not exist between the first party and the

counter-party owning the best price gquote.

5. A method according to claim 1, comprising
additionally displaying guotes in the market that are
available to the first party dealing directly.

6. A method according to claim 1, comprising displaying
at the first party a single quote representing the bhest



greater nunber of global counter-parties for cross
selling, increased nmarket exposure, increased narket
flow and increased revenues through the fees
generated by the prinme broker services. W

2004/ 040422 PCT/ US20031034402 29 The advantages to
the provider of the anonynous trading systeminclude

wo Rbksdier ease in the liquidity pool  whi chif@Ghdshi@hes
trades. This is especially inportant in currency
pairs in which there are not many trades and may
increase liquidity in a given currency pair to the
extent that it becones attractive to trade the
cuprieac\thoh tive aveykikdm Mbr BERAERY BYthstcr €48Fhg Fhe
nuplehgfsaia adesd gaeey.ormed on the systemthe system
provi der increases their own revenues whi ch are
typically generated on a per, trade basis. In.all the
enbodi feREEUbeErTHARE 14 et EPPE S e siomiee
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cusd %stés shbhitcenak! es Legtleakntenbsry oh hehpLf reE
bro er q; k to be separated from custoner deals and
f a®T1tBte8 "%t he handl i ng and allocation of credit as
between prinme broker trading floors and prine broker
cust omey svethhe agordindrokerladealt . cuberaisedbnothiaye

anya. Y Sddedbns €Xi st&nee Bagde d@es BOiadseitnfifotd on
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adh‘i‘%a@P‘é‘F‘ed’fbﬁ}’eaq%ﬁaF%‘én?ﬁﬂet &+57tn T‘a]at"‘gi“ﬁ@ p’l‘%fene
br eketi tbaind thpitiol hics degl maecwserrity ke thlrd rertwer
alternatives to the enbodi nents described are
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of ol A NGy | DSEAUNRELS @ thel HACLKIGGS ¥EEMB, the hit
order including an indication that the deal is to be
conducted through the third party, and wherein the
matching engine sends an electronic message to the third
party asking the third party to confirm that it will act
on behalf of the first party.

10. A method according to claim 1, wherein the trading
system comprises a matching engine for matching quotes,
and the initiation of a trade by a first party comprises
submitting a gquote to the matching engine via the third
party, the quote being displayed te other parties trading
on the system as a quote from the third party.

11. A method according to claim 1, wherein the trading
system comprises a matching engine for matching quotes,
and the initiation of a trade by a first party comprises
submitting a quote to the matching engine via the third
party, the cuote being displayed to other parties trading
on the gystem as a quote from the first party.



in which a plurality of counter-parties trade with
each other conprising the steps of: displaying to a
first party a quote having the best price in the
mar ket for which a third party has credit to deal;
initiating by the first party a trade at the best
price, wherein the trade is conducted b¥ executin% a
WO 30449422 deal bet ween the%t hird party andrtHs2003/0344
counter-party owning thHe best price.quote; and
executing a second deal between the third party and
the first party, the anount of the second deal being
the sanme as the amount of the first deal. 2. A nethod

accef di ng nkeudd aagarhmamr ei&id RE, %@9@& tQQaAatbﬁmg
executed at the s EF‘)“ cesf%s th
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t hes{ideCoadthyf E4RBC aritapEIRs enlidgattyes f@eachar ged by
the third party for participating in the first deal.

4 A nethod accordi gto claiml1l, wherein the first

deal?i s AEFtRATBACHLRREY ALFH Jar tXPeBRTS) HPF PRI al
Cr ecidindoestelets akestudot wabpitted fuiastheatritiydapgrivhe

COUﬂsﬁg{g Rakt xlgwlﬁh&tm Besti Pl kb€ éwome a'i)lsezesewa-.tmod
accrln to cl onpr itio y
di sg t&'u%’f 53 i’nw tﬁem)r?al}:ﬁ (pf)ﬁﬁly 3r%reg%al lable to
t he flrst party dealing directly. 6. A nethod

acco4 di g le@néd aidasbidlrgorrpr Sadg 1di spé@innghe atratiiey

fir € AR r e ng, t
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t hi thfirdapeyty 7to Aamdnttodthgc Gordi Py hepatf apinthe first
CONpsHe§i.Ng assigning a deal code to the third party,

the deal code being unique to quotes submitted or hit

by the third party on behalf_of other partjes. gmgA
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system includes a plurality of possible third parties and
the first party using a third party to deal on their
behalf selects which third party to use for a given deal.

16. A method according to claim 1, comprising, on
completion of the second deal, sending a deal ticket to

each of the parties to the first and second deals,.

17. A method according to claim 16, comprising sending a
deal ticket to the third party for each of the first and

second deals.

18, A method according to claim B8, wherein if the credit
available for tradea conducted on kehalf of the first
party falls below a defined level, the display to the
first party of prices avalilable by trading through the
third party is suppressed.



party assigns a credit limt for trades conducted on
behal f of the first party, the nethod conprising
checking the amount of the quote formng the first
deal against the <credit limt prior to deal execution
by the third party. 9. A nethod according to claim1,
wherein the trading system conprises a matching

-woz%ﬂ%'cﬂ for matching quotes, and the |n}té1|,@§2609,5134gf2

trade y the first party conprises submtting a hit
order to the matching engine, the hit order including
an indication that the deal is to be conducted
through the third party, and wherein the matching
engPne % eamibodrabedingomioc chals dgevherdine théi tadiparty
asley Bkt 08 dnhbkidhyRld ¥riQngosfdtem that it will act on
behal f of the first party. 10. A nethod according to
claim1, wherein the trading system conprises a
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t hiereh papunFerdalcty A tpetthed d&eéorceﬁhgatﬂgela@u P 1 deals
whesghirtbdent FadilAgf SYRdeputiEpli Ses a mat chi ng
engi ne for matching quotes, and the initiation of a

trade by a first party co i ses mttl

L o2tre K otehbhorccRet i SPaCIaE 2y riherskp D% it e
berngiaiied pl oy etihe o dephercopar ttibesualy awhigh deplisheare

SY ebfiic8sd andbéi=a rf sochdre phit S&ds Parshydi W@ed 046040422

Poliald 34904y 32 e RnlPLIOYA0CH bl defafs al M

erern ing englne matches the quote
sulﬁﬁ?ttthéﬂd\ﬂaﬁtlfﬁét‘fhl rd party using the first party's
credit, and in the absence of first party credit,
¥m &b, t he rekbbd aﬂ:%&idé.nt%h% e@iatiﬁ 13. cohppBlihgd eRCRRE & Eg
o_cl.al er e i.n ngin e
quot ehlsrl]mb(}meatlt ed VI a q-tbﬁ %f r’%(g ? ad d ugﬁl%é’%?%et}??}rést
paftypisPeyiadit and in the absence of first party
credit, with the third party's credit. 14. A nethod

aC%Q.r di J{]gnettﬁorgl @écmféingwhl@r @itgl.trt % R t {ﬂ.@éj:lqu the amount
of the third deal igs the same as the amounts of the first .

and the second deals.

24. A method according to claim 23, wherein the price at
which the third deal is executed is the same as the price

at which the second deal is executed.

25. A method according to claim 23, wherein the price at
which the third deal is executed is different from the
price at which the second deal is executed, the difference
representing a fee charged by the first party to its

customer for participating in the third deal.



systemincludes a matching engine and a plurality of
possible third parties and the matching engi ne sel ects
a third party to conduct the deal on behalf of the f
irst party. 15. A nmethod according to claim1,
wherein the trading systemincludes a plurality of
ossible third parties and the first party using a
WO L4 2party to deal an heir behal f seIPéE‘%@zWP:’ng
third party to use for @ given deal. 16. A nethod
according to claim1, conprising, on conpletion of
the second deal, sending a deal ticket to each of the
partd.es ta Fnbﬁlmfd! s&dorainsh $6CONRAndealvherein. tife FRENO
ac n .clai i Sk S
O opary o S Thidbe 0P HaOL0, 5 BRI ITD, of B
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whettei rddingheyseeedi t  avai |l abl e for trades conducted
on behalf of the first party falls below a defined

leve], the displa p the i.rst _party of prices..
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supdreelisid of Vihe2pbyRed iy 22 PEPEUS2G0S8/B344RXEB3 19. A
met hod according to claim1, wherein the trading
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according to clarm7, eln the thir pafty assigns
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t r adildgey $hetmmcdidgartwhom he is willing to trade,
conprising allocating a portion of the credit assigned
to _.each counterparty to . the.deal code assigned.to
deal’s  Coffk gfc;: ed R peNal SHo6t h%%’_ p"gir"3 ey CTpieRd
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according to claim1, conprising executing a third
deao.behweethddh@cédriashg pay tcy=apfitkg edstedne Ehoftrialing

system generates a deal ticket on completion of a deal,
the deal ticket including information enabling said linked

deals to be broken out by the hedge fund.

31. A method according to claim 1, wherein the trading
system includes a plurality of possible third parties‘
through whom .the first party can trade, comprising
displaying at a £first party prices available from the

pluraliry of possible third parties.

32. A method according to claim 1, wherein the trading
system includes a plurality of possible third parties
through whom the £first party can trade, comprising
displaying at a first party trader terminal the best price
available from any of the possible third parties.

33. A method according to claim 1, wherein the trading

system includes a plurality of poseible third parties



first party. 23. A nethod according to claim 22,
wherein the anount of the third deal is the sanme as
the anmbunts of the first - and thesecond deals. 24. A
met hod according to claim 23, wherein the price at
which the third deal is executed is the sane as the
price at which the second deal is executed. 25. A

wo feiaegh according to claim 23, wherein therihbERsad:
which the third deal issexecuted is different fromthe
price at which the second deal is executed, the
difference representing a fee charged by the first
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into the trading system 27. A nethod according to

claim 26, conprising providing _the list of the
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inte a2 phyr@lhty of linked deals related to the
plurality of funds in the hedge fund. 30. A nethod
according to claim?29, wherein the trading system
genér at Bsmethgéahcdordiist ten ctoipllet WBerg &helekading he
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di SRk Guitesaaf ithstsapargsicpri ces avail able fromthe

36. A method according to claim 35, wherein a deal
resulting from the matching of said third party quote and
said first party quote is executed as a regular direct

deal between the first and third parties.

37. A method according to claim 1, comprising displaying
at the third party a list of orders submitted by the third

party on behalf of one or more first parties.

38. A wmethod according to claim 37, wherein the 1list is
displayable as an order panel in a terminal display at the

third party.

3%. A wmwethod according to claim 37, wherein a first
party can grant permission for orders submitted by them
via the third party to be displayed to the third party.



plurality of possible third parties. 32. A nethod
according to claim1, wherein the trading system
includes a plurality of possible third parties
t hrough whomthe first party can trade, conprising
displaying at a first party trader termnal the best
price available fromany of the possible third

WO 8¥049485.  33. A net hod aﬁ%cor ding to clai FFYUSRRREPEPT
the trading systemincludes a plurality of possible
third parties WO 2004/ 040422 PCT[ US2003/ 034402 35
t hrough whomthe f irst party can trade, conprising
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in g£eg ergﬂc ;Other earlier quotes at the sane
pri ce. od according to claim35, wherein a
deal resultlng fromthe matching of said third party
quote. andl tsadihof | swstteparfioy quetdéng s fexaidured mEwaen
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rmnal di th
a t%:.!rz?l %honq ?: ea¥.ra<£1ng efloors have credit; the price

information communicated to at least one trading floor
including the best price in the market for which a third
party has credit to deal;

a trade initiator at a first party trading floor fox
initiating a trade at the best price, the trade being
conducted by executing a first deal between the third
party and the counter-party owning the best price quote;
and

wherein the third party comprises software for
executing said first deal and executing a second deal
between the third party and the first party, the amount of
the second deal being the same as the amount of the first
deal.



third party. 39. A nethod according to claim 37,
wherein a first party can grant perm ssion for orders
submtted by them via the third party to be displayed
to the third party. WO 2004/ 040422 PCT/ 1JS2003/ 034402
36 40. A nethod according to claim1, conprising the
third party submtting a list of first parties on

whose behalf it is willing to trade t i.ng
WORMAOESH 41, A nethod 0{7 executi ng tradg)gtrgﬁmg{l ?Jaogi ng

system conprising a plurality of counter-parties,

conprising: displaying to a first trading party on the
system the best price available by trading through a
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bet,peen, the, LhiJdoRamGY candlaiifesd i nabr@ar tthe tiring
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47. A system according to claim 42, wherein at least one
of the -trading floors comprises an automated trading
interface for submitting gquotes to the trading system in

response to predetermined market conditions.

ag. & system according to claim 42, wherein each of the
plurality of trading floors has an assigned deal code to
identify that trading floor to other parties trading on
the system, wherein the third party includes a further
deal code unique to trades wmade by the third party but

initiated by other parties.

49. A system according to claim 42 comprising a deal
ticket generator for generating and sending a deal ticket
for the first deal to the third party and the party owning
the best price quote in respect of the first deal, and a
further deal ticket to the third party and the first party

in respect of the second deal.



the second deal being the sane as the anount of the
first deal. WO 2004/040422 PCTIuS2003/ 034402 37 43.
A system according to claim42, wherein the third
party software causes the second deal to be executed
at the sanme price as the first deal. 44. A system
according to claim42, wherein the third ar t
Feubaiopo,

WO goftiar e causes the second deal to be e

different price to the ¥irst deal, the difference
representing the fee charged by the third party for
participating in the first deal. 45. A system

according to claim42, wherein the deal initiation

goggltoi ne,i neliudes A aiedide chetk spouttiereimhgeebyadinge
e

is perforned by the thir ty only if bilateral
cr eEEe® §8s2th GRORKIC %r&d\ﬁ%%ﬁgfﬁ%{'fi rst party and the
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?lysailgm Accidinngeddratha ta 42aimher, ei:mmg;lnrheila adi err
00rs each conprise t e tuf=a g beyife nathed 7.
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system accordi ng to cl ai y\h%{ N.6RGH Yhet BBRixd
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t 0 pardente foonthar wR&dihgfobft B Bf’?f‘elg Barfites
traging on the system wherein the third party
i ncludes a further deal code unique to trades nmade by

the third party but _.initiated.by,othgl..Raf tiRs.cndfa A
sysbem dccBPEFhgRTH e n‘w:°425_elg8‘ﬁp??'si nger.a deal .tigket
genpisaiyo cofmT s ér APPRY REE EERdF Ty 5 UES) tPcket

for phepfidishgdeabide bhertddiot pdrty tardet HELPRHEP

owni n t he be RLL-GE &rh8idLspeet of the first
deaf“?gsé"ﬁa gmn\‘ ﬁltrl? her degallgg%i cket to the third party

and the first party in respect of the secondrgéa&lg_ av\o
20043040 22aRP0W I82008/26390Hpg to claim 42, comp

plurality of possible third parties for executing said
first deal on behalf of the first party, wherein the
matching engine compriges a selection mechanism for

selecting one of the possible third parties.

54. A trading system according to claim 42, comprisi?g
a plurality of possible third parties for executing ?a1d
first deal on behalf of the first party, wherein the first
party trading floor comprises a selection mechanism £or

selecting one of the possible third parties.

55 A trading system according to claim 42, wherein the
first party trading floor compriges at least one display.
gsaid display showing the best prices in the market

available by trading direct with a counterparty or via a

third party.



38 50. A system according to claim42, wherein the
trading systemis an anonynous trading system 51. A
system according to claima42, conprising an order
sender for sending a hit order to the matchi ng engi ne,
the hit order including an indication that the dea
is to be conducted through the third party; and at
wo $obB04 ching engine, a messager for seng

Oépg%??%nlc nmessage to tshe third party aétﬂﬁna?ﬁgﬂ?h rd
party to confirmthat it will act on behalf of the
first party. 52. A system according to claim42,

|n t he ird party conprising a quote submtter
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42, conprising a plurality of possi rd parties
for executing said first deal on behalf of the first
party, Rfhértimst ivctemnpetrrAinetgi ntaigonpr i wesein the
sel @éicploys nechiagies meber priel aat Ay RGO adhieapessiybl e

t hi £,4aRA% tdi88ct Ren é Ls@ﬁep&t?yssﬁ% caceﬂﬁgl a%.grﬁ! ai m

42, conprising a plurality of possi Ie t ties
for executing said first deal on behalf of the first
part8, RheEFdiAst sxstemr agcorging yrot piading2f | wisrein the

COoNEirirE efartys ak €tk OBrd@e hasi sivnf of tkﬁa8|c%9£&er:}9a@ﬁ%s of
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A trading syst em according to claim55, wherein
the dlsplay i ncl udes the best prices in the market
avaid.abke sysnent pachmignyi e acleashsof whepkiil ahhbt yrafit

t5 guml@m i8Sde - chhdubadi RY BYsheMAGRALAI NGeiQ ghai m
er e

ass:.gned I’l__ { hedeal code reserved for deals conducted on
behalf of third parties.

60. A system according to claim 42, comprising means at
the first party for executing a third deal on behalf of a
customer of the first party, the amount of the third deal
being the same as the amounts of the first and second
deals.

€l. A system according to claim 60, wherein the price at
which the third deal is executed is the same as the price

at which the second deal was executed.

62. A system according to claim 42, wherein the Ffirst
party trading floor comprises a hedge fund having a
plurality of funds, the first party trading floor
comprising a mechanism for entering a list of the
Plurality of funds into the trading system.



di splays a single best price in the market avail able
by trading direct with a counterparty or via a third
party. 58. A trading system according to claim42,
wherein the third party assigns credit to each of the
counterparties trading on the trading systemwth
which the third party is willing to trade, conprising
WORMMEA t al |l ocator at the third party PEFUSIHEEY ng
a portion of the credit® assigned to each counterparty
to deals conducted on behalf of other-parties. 59. A
system according to claimb58, wherein the credit

assigne eal s conduct ed, « hal f of .ot her ties
i s ass?‘ggg %f" accoagnfg %%dcgl rme‘sg’?ve m?nma%eﬂegnga{
corRFfEI & dSoRhe Bénaldt Brdsehfyndepte tthesthigd paxtyyst em

according to claim42, corrpr|3| ng neans at the first
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cust-omer o first e anmunt. o e third
ded‘?appe’bétnbmf ﬁ&l%%r?er f'P e‘%ﬁﬁwt@%?%e"’f@r s¥degnd
sedwitd atdéhe S:hi@d . paktgyst em according to clai m 60,
wherein the price at which the third deal is executed

is t.he sa t.h e, a the secondd | _was
exestgut e ggi&% S m?&lnﬁa‘é%o;rzl PR S V\h‘gra:ell n
théfeﬁiir%‘t' a“ﬁa'f‘i“'fdt Fﬁ%ﬂlﬁg ffrftGGFa‘?f‘oﬁﬁFl Lregigg rﬂé’d‘@%e‘%eénd
haverys ato pther dliksty mfccd urdeiing hBldokr stheafifrye t padiyng
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acc,té’r B‘P%g’lt"é"‘]clltal?ﬁ Gondse dRpies hedgenfas for provi di ng
the list of hedge funds to the third party. 64. A

Sysleem ﬂcﬁ%ft%n&cto%ﬁlga'tm &L?mmcm thetdlg 8nd WAlehin
rra ern %c B g£ d% t@rﬁ% ng t he fugds onfo
hetaat t(ﬁl t arey ® sY3 1R &t cori ng
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fi rdbodelY vl " ML Nonfda0Qbrty NE-diiEStoP A dY own benalr
with quotes submitted by the first party in preference to
earliexr gquotes at the same price.

67. A pystem according to claim 42, wherein the third
party comprises a display for displaying a list of quotes
submitted by the third party on behalf of one or more

first parties.

68. A system according to claim 67, comprising
permissioning software at the first party for granting
permission to the third party to display orders submitted
by them via the third party.

69. A system according to claim 67, wherein the list of

quotes is displayed in an ordex panel.

70. A system according to claim 42, wherein each

counterparty trading floor trading on the system has a



trading floor conprising a fund separator for breaking
the conpleted deals into a plurality of Iinked deals
related to the plurality of funds-in the hedge fund.
66. A system according to claim42, wherein the
mat chi ng engi ne matches quotes from counterparties in
price, time priority, wherein the matchi ng engi ne

wo 20pMEizses software for overridi ng the wrigseoosbisne
priority to match quote&s subnitted by the third party
trading on its own behalf wth quotes. submtted by
the first party in preference to earlier quotes at

t he sane prige. em according to c]aim42,
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di #skigren@g amfiqet dehlgooleso subdgs trredebyont hehallfii od
parshya opikgh artpf aBBCoPer YR tidd I 6 B | £Svifila1 A
syste 0. aCEAr g ng to claim67, conprising

perm SSIoon ng ‘software at the first party for granting
permssion to the third party to display orders

subi t tedsydigmt hem edeuthey tiredads par ty. t68lnd syskem

ac Gemstiend & gi@am@] of“&ﬁﬁn@éﬂ beidd, SEorﬂgrls ites is
di spl ay m accor

n_a to
claim 4§°dftv\ﬁergf’ﬁ %’é%cﬁlg?%untfé? ta%t ¥ttr’ead’eﬁ ?I%B’Fg
t r RAFHG 28R T Mersy SEEeRImEsthe mtz@@mm&nzzthlrd party
PCEAAUB2003 @34d1G2of 4l ranswperty;agdhag fl oor deal code,
and thescsﬂwasi i1y &aﬁws aséeahauaegfai)e £0dg .
gges mad 8 . Sal first tg' tlc}/ Ul er
paftiEs R ?rfb’é? PSR PR T eAs§§9§t em
f oPMRWHC @i ﬁ'@e tarﬂaﬁ'é,is ntke thizdi eadystem conprising a
plurality of counter-parties, conprising: software for

exegut i ﬂgsﬁtfewé{qcoggﬂ het weelh, %t hgﬁ&ﬁe%# y and,g

par offerin price,
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execmq AYR A abke Gudtckeidhg Bdtrvesn thdehitd@iregtparty and
the first trading party for the sanme anount as the

am?'B“.“ )Qf s&ggergigggogﬁgjg' to claim 71, wherein each
counterparty trading on the system comprises a trading
floor having a deal code to identify the trading fleoor,
wherein the third party includes a prime broker deal
code for trades executed on behalf of the first party
and other parties trading on the system.

74. A system according to claim 73, comprising
software at the third party for sending the prime
broker deal code to the party offering the best price
on completion of the first deal to identify the
counterparty to the deal to the party offering the best
price.

75, A system according to claim 71, comprising, at the
third party, a credit allocator foxr assigning credit
limits for trades between the third party and other
parties trading on the trading system with which the
third party is willing to trade, the credit allocator



72. A systemaccording to claim46, conprising, at the
first party, a trader term nal for displaying the best
price available by trading through the third party.
73. A systemaccording to claim71, wherein each
counterparty trading on the system conprises a trading
floor having a deal code to identify the trading
WOR0H0422 wherein the third party incl udePCarusropsass402
broker deal code for tfades executed on behalf of the
first party and other parties trading on the system
74. A system according to claim 73, conprising
gof tawalign:a'tg tehepdrii sl gardne teeanendinig hbeidpelnmeo a
ro e t 0 [ t rigce
on' et ocraitaparfy ' 1, Riile PLShCEHs, IR BBk P OF
courtBPpFYY €8 t he deal to the party offering the
best price. 75. A systemaccording to claim 71,
CONpl. Si Aggydtlent B8coddihg deP@AbYm A ,CLENdindbhO G REm
for assi ni_n crledlfe.t | g:n ts for, trades bgtvveeﬂpt he
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systaerﬁlvw#/]i%i%fh tading hfyaprpadpgluddng britgsefgware
trader theeiagdid dbhlosatmdhal od0Q4£044Pdxrty and for
PCT/eblS2Q03{0 3448 % e Afa A8 9 NG 81 PLT 4,98 gLréW%as a
credhtil [ m% ggsl%ned to a I ven count_erF_)1 rtg tot
t r ade8 ConBlictBET OnPHERAl O of* =Vt fie? FHrfled®aYe. the
sy s B¥ERT S COMPIrAgind aclddppiayl ofwiibe ef irsttheasyy ttrading
CONlbSeSoR pher Bhid YpoicepalhvhCiqntki 1y tvrading $1004s,
a pltﬂggéil;ayftgft}a[aﬁg{;nglofo%oors i ncl udi ng said software
a deal on

for executin ehalf of a first party and

for executing said second deal, wherein a first party

has 73 chosweeof atdnnddnpard ylaim elecvhersingthesysean,
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trading, 1 aq of &hg best Briceg.AvaLlable, Dodiadlng

viaar thi T ‘party Fraoqng Foor . %sys em
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pl ueakettyingf spad tdeciopat dax] , t wiaekelg & Diofss, party has a
choice of third party to execute a given deal, the
system comprising a display of the first party trading
floor of the best prices available by trading wvia a
Plurality of third party trading floors.

78. A system according to claim 71, comprising
software at the first party for executing a third deal
between the first party and a customer of the first
rarty for the same amount as the first and second
deals.

79. A system according to claim 71, comprising a deal
ticket generator for generating and sending to the
third party and the counterparty to the first deal, a
deal ticket in respect of that deal, and generating and
sending to the first and third portions a deal ticket
in response of the second deal.



a plurality of trading floors including said software
for executing a deal on behalf of a first party and
for executing said second deal, wherein a first party
has a choice of third party to execute a given deal
the systemconprising a display of the first party
trading floor of the best prices available by trading

wo Mhaddzz Pl urality of third party tradi nGdrhR9oS0s445: A
system according to claga m 71, conprising software a

the first party for executing a third deal b_etvveen
the first party and a custoner of the first party for
the same anobunt as the first and second deals. 79. A
sysPem dcE¥Feimgeeerdingi fe Tlainofpr wbeneim theabystem
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th the.f t. deal
delai&to?amé/ & Chelc 31 uﬂ?‘%r D%E%/fx{j?’g 0% e [e’r%er §te ? 8

ck in_respec
and énd'i?lheg PREEHE | ?E?ln&ndc?mﬁrﬁal’b%rtﬁ"éﬁsfaﬁe déar
ti cxaawing theewporisi@gotuldwe tocomruh deadrs \MbROONDO$Q422
PCTLdS 28054 0&&492 £rd@iR0. onA:L§¥SBt%m e e S
g{@ég} s am. |préc% n?tc i ng engi né for
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i ncffa(f&f‘?ﬂg %FE%‘T’ %Fb‘é sAfg Priase, the nmatching engine
conprising software for varying the matching rules to
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its own behal f with orders i e
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party hasteaetigt b othsleglvsti piddyaty RY.BY Lihefd hsle -
pa‘&:!:n:!cé1 kﬁ%@naﬁhet Q:@ac{%ezsé conducted by executing a First
deal between the third party and the counter- ~party owning
the best price guote; and
executing a second deal between the third party and
the first party, the amount of the second deal being the
same as the amount of the firxrst deal.

82. A computer program product according to claim 81,
wherein the code causes the second deal to be executed at
the same price as the Ffirst deal.

83. A computer program product according to claim 81,
wherein the code causes the second deal to be executed at
a different price to the first deal, the price difference
representing the fee charged by the third party Ffor
participating in the first deal.

B4. A computer program product according to claim 81,

wherein the code causes the first deal to be performed by



price, wherein the trade is conducted by executing a
first deal between the third party and the
counter-party owning the best price quote; and
executing a second deal between the third party and
the first party, the anmount of the second deal being
the sanme as the amount of the first deal. 82. A
WOCHHBHERr program pr oduct, according to c| BETHYB03/034402
wherein the code causes*the second deal to be executed
at the sanme price as the first deal. 83. A conputer
program product according to claim8l, wherein the

codenCaused phreysesondirdedhatdraecxneuissk alor dxist

different pri etoth first deal t he price
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corrput er program product according to claim81,
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to claim8l, wherein the code causes the trader
termnal additionally to display the prices_in the
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t r atreyokia ﬁéFrCHL‘PPé@t or through a third party. 87. A
conmput er program product according to claim 81,
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credit
BB. A computer program product according to claim B1,
wherein the code causes the third party to assign a credit
l1imit for trades conducted on behalf of the first party,
the method comprising checking the amount of the quote
forming the first deal against the credit limit prior to
deal execution by the third party.
89. A computer program product according to claim 81,
wherein the anonymous trading system cowprises a matching
engine for watching quotes, and the code causing
initiation of a trade by the first party comprises code
for submitting a hit order to the matching engine, the hit
order including an indication that the deal is to be
conducted through the third party, and wherein the code
causes the matching engine to send an electronic message
to the third party asking the third party to confirm that
it will act on behalf of the second party.



limt for trades conducted on behalf of the first
party, the nmethod conprising checking the anmount of
the quote formng the first deal against the credit
limt prior to deal execution by the third party. 89.
A conputer program product according to claim81,
wherei n the anonynous tradi ng system conprises a

wo mev@hizng engi ne for matchi ng quot es, a?@r/ﬁﬁﬁusﬁ}?ﬂ{fz
causing initiation of 48 trade by the first party

conprises code for submtting a hit order to the

mat chi ng engi ne, the hit order including an
indication that the deal is to be conducted through
the third party, and wherein the code causes the
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the absence of first party credit, with the third party’s

credit.

93. A computer program product according to claim 92,
wherein the matching engine matches the quote submitted
via the third party using the first party's credit, and in
the absence of first party credit, with the third party’s

credit.

54. A computer program product according to claim 81,
wherein the anonymous trading system includes a matching
engine and a rlurality of possible third parties and the
code causes the matching engine to select a third party to

conduct the deal on behalf of the first party.

95. A computer program product according to claim 81,

wherein the anonymous trading system includes a plurality



wherei n the matching engi ne matches the quote
submtted via the third party using the first party's
credit, and in the absence of first party credit,
with the third party's credit. 94. A conputer program
product according to claim8l, wherein the anonynous
tradi ng systemincludes a matching engine and a

WORMEPRIA2t y of possible third parties and POREUS2008/&s402
causes the matching engl‘he to select a third party ta
conduct the deal on behalf of the first-party. 95. A
conput er pr ogram product accordi ng to claim 81,
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progr.ap produet facrding to claim96, conprising
code for sending a deal ticket to the third party for
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avai |l abl e by tradl ng through the third party to be
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heguinterparty to the deal code assigned to
deal s"conducted on behal f of other parties.

89. A computer program product according to claim B7,
comprising program code at the third party for assigning
credit to each of the counterparties trading on the
trading system with which the third party is willing to
trade, comprising code Ffor allocating & portion of the
credit assigned to each counterparty to the deal code
assigned to deals conducted on behalf of other parties.

100, A computer program product according to claim 81,
comprising program code for executing a third deal between
the first party and a customexr of the first party for the

same amount as the first and second deals.

101. A computer program product according to claim 81,
comprising program code at the firxst party for entering a

list of hedge funds into the trading system.



100. A conputer program product according to claim81,
conprising programcode for executing a third deal
between the first party and a custonmer of the first
party for the same anount as the first and second
deal s. 101. A conputer program product according to
claim8l, conprising programcode at the first party
wo2flemdoent ering a |iat of hedge funds 'ntP@Tkﬁﬁvoifd':;%i ng
system WO 2004/ 04042247PCT/ uS2003/ 034402 47 102. A
conmput er program product according to.claim101,
corrpri si ng program code for providing the funds |i st
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ondte ende@spaelyd by the third party. 104. A conputer
program product according to claim 101, conprising
pr ram code for breaking out deal infaormation
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cI aim 81, wherein the trading system conprises a
plurality of possible third parties, conprising
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best price avallable by tradlng in each of a
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overriding the matching rules to match quotes
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the first party, the best price available by trading in
each of a plurality of possible third parties.

107. A computer program product according to claim Bl,-
wherein the trading system comprises a matching engine
matching orders received from counterparties in accordance
with matehing rules including a price, time priority rule,
the product including program code £or overriding the
matching xrules to match quotes submitted by the third
party trading on its own behalf with quotes submitted by
the first party in preference to other earlier guotes at

the same price.

108. A computer preogram product according to c¢laim 81,

comprising program code for permissioning, by a £first



the sane price. 108. A conputer program product
according to claim@8l1, conprising programcode for
perm ssioning, by a first WO 2004/ 040422
PCTI US2003/ 034402 48 party, of the third party to
view orders submitted by the third party on behal f of
the first party. 109. A conputer program product
WORMAPI¥2Zi ng a conputer readabl e storage HRENSAMHMPEIRNg
stored thereon program &de which when run on an
anonynous trading systemconprising a plurality of
counter-parties, perforns the steps of: displaying to
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offering the best price; and executing a second deal
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a plurality of trading floors each for submitting
electronic trading messages to the matching engine;

a market distributor for distributing to each
trading floor a market view unigue to the trading floor
and including the best price in the market with which the
trading floor has bilateral credit, and for distributing
to selected trading floors the best price available by
trading via a third party trading floor; wherein

the selected trading floors include means for
causing the third party trading floor to execute a first
deal at the best price available to the third party
trading floor, and to execute a second deal between the
trading floor and the third party trading flocor for the

amount of the first deal.

111. A method of trading instruments on an anonymous
trading system in which a matching engine matches orders

submitted by counterparties on the basis of order price



111. A nethod of trading instruments on an anonynous
tradi ng systemin which a matchi ng engi ne nat ches
orders submtted by counterparties on the basis of
order price WD 2004/040422 PCT/ US2003/ 034402 49 and
bilateral credit between counterparties, conprising,
in the absence of credit between a first and a second
WO paHg22 uti l i sing the credit of an interpegiaioofadt y
having bilateral credit#®#with both the first and second
parties to enable first and second party orders to be
mat ched. 112. A nethod according to claimill, wherein
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pafgieed. 113, An anonynous tradi ng syst em for trading

fungi ble instruments, conprising a matching engine
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internediary to trades made on behalf of other

paPRFeeSutilising the internediary's credit, wherein
the matching engine matches orders identified by the
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paroprylers submitted by counterpart:.es on the basis of price
and bilateral credit between counterparties, the matching
engine, in the absence of credit between a first and a
second party, utilising the credit of an intermediary
party having bilateral credit with both the first and
second parties to enable first and second party orders to -
be matched.

114. A wmethod according to claim 113, comprising a prime
broker deal code assigned by the intermediary to trades
made on behalf of other parties utilising the
intermediary’s credit, wherein the matching engine matches
orders identified by the prime broker deal code with
counterparty orders thereby to utilise the intermediaries
credit to enable the first party to trade with the second
party.



