WD 2004/ 070517 PCT/ US2003/ 033149 ANONYMOUS TRADI NG
SYSTEM Thi s invention relates to anonynous trading
systenms 5 for trading fungible instrunents. It is
particularly concerned with auction based trading
systens. Anonynous trading systens are used wdely to
trade fungible instrunents, particularly financial
instruments such as foreign exchange (FX) products.
These systens have 10 been very successful and are
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Instrunents, for exgnple FX spot. As their nane
suggests, anonynous trading systems do not allow the
participants to know the identity of potentia
counterparties to a transaction until the trade 15 has
been confirnmed. One well known system operated by EBS
Deal i ng Resour cBEONTHUS ERHPTHeSEFT™ed i n EP- A- 625275,
requires traders to input quotes in the fornms of bids
and offers into the systemvia their trader

termnal s. These qeéot es are matched le th other quotes
in t heTystRPHY™ 2855t @ APAY "SRy &SP BT at or .
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Ogose)xlugul%glé!irgar&trator Where a match is found, a
deal will be executed between the parties, once it has
been estzblished that each party has sufficient credit
with the other for the deal. A market distributor is
arranged between the arbitrator and a bank node, at which
is a credit matrix indicative of credit assigned by a bank
to all counterparties on the system. The market
distributor is responsible for constructing a market view
for each trading floor based on their credit as
represented by the binary credit matrix stored at the
market distributor. Thus, traders at a given trading floor
are only shown gquotes input into the system by parties
with whom they have credit. The actual credit limits are
stored at bank nodes in the EP-A-625275 system.
Rather than waiting for the matching engine to match
visible orders input into the system, tradexrs can input

invisible hit and take orders which are on offer to sell



or buy a quote at the price and for the anmount of the
offer. Once a deal has been concluded, details of the
trade, including the identity of the parties and the
price at 5 which the deal was concl uded, are
distributed to all trading floors. Thus, the system
is no | onger anonynobus once deals have been

conpl eted. This type of system has been highly
successful and is nost useful for trading regular
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or trading | arge ampunts outside the regular trading
range. |If one considers the exanple of FX Spot a
typi cal deal anmpunt is between $IMand $5M ($1 to 5
mllion). If abank needs to trade a | arge anount,
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The é%rk t w?f? gggyigée ant there is a party who needs
to buy or sell a large amount of currency and adjust their
prices accordingly to the detriment of the party with the
large amount to buy or sell.
There is therefore a need for a system which
facilitates the trading of large amounts of an instrument
without prejudicing the ability of the trading party to
achieve optimum market prices.
A further disadvantage with trading large amounts of
existing systems relates to credit limits. In a system
such as the EBS system mentioned above, each trading floor
allocates credit to each other counterparty on the system.
These credit limits are typically updated on a daily
basis. The credit assigned to that particular trading
system may be allocated from the financial institution’s
overall credit pool for all its trading act1v1t1es Thus,

. credit assigned to the anonymous trading system cannot be



w0

10

15

20

25

WD 2004/ 070517 PCTI US2003/ 033149 3 used for other
trading activities and if not used on the trading
systemrepresents | ost revenue opportunities for the
institution. if an institution wants to trade | arge
amounts for exanple $50Min the FX spot exanple, it
must 5 reserve correspondingly | arge anmounts of credit
to likely counterparties on the anonynous trading
system This is a high credit overhead which may
%APWee the institutions overall tradergunapeasisdy.
Sofre institutions chHoose not to reserve credit they
assign to various trading activities. 10 However, this
runs the risk of exceeding overall credit limts.
There is, therefore, a need for a trading nethod and
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fixed times and for which credit is allocated before the
aunction and returned after the auction. In another aspect
the invention allows trades to be executed at benchmark
prices published at various times.

More specifically there is provided a method of
trading a fungible instrument comprising: notifying
potential participants of an auction time; receiving from
participants orders related to the auction; receiving from
participants credit limits for e;ecution of orders input
by the participants with other participants; conducting
the auction at the time notified to the participants by
matching the orders received; notifying the owners of
matched orders; and notifying the participants of credit
allceated to the auction but not used in matched orders.
The invention also provides a method of znonymous
computerised trading of fungible instruments comprising:
Sending an electronic message to potential participants

notifying the participants of an auction time; receiving



Sendi ng an el ectronic nessage to potenti al
participants notifying the participants of an auction

-time; receiving WD 2004/ 070517 PCT/ US2003/ 033149 4 at

a conmputerised trading system electronic nessages
from participants including orders related to the
auction; receiving at the conputerised trading
system electronic nmessages including participant
credit limts for execution 5 on the conputerised
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with other participahts; conducting at the’

conmput eri sed trading systemthe auction at the tine
notified to the participants by matching the orders
recei ved; notifying the owners of matched orders by 10
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credit limit messages setting credit limits for trades on

the computerised trading system by the participants with

other participants; a store for storing the orders and

credit limits received from the participants; a matching

engine for conducting at the computerised trading system

the auction at the time notified to the participants by

matching the orders received; a deal notifier for

notifying the owners of matched orders by sending

electronic messages to the owners of matched orderq; and a

credit notifier for sending electronic messages to

participantS who had submitted credit limits notifying

those participants of credit allocated to the auction but

not used in matched orders.

Embodiments of the invention have the advantage that
credit is only assigned to the auction system for a& short

time. In a preferred embodiment, credit is assigned no



not used in matched orders. 35 Enbodi nents of the

i nvention have the advantage that «credit is only
assigned to the auction systemfor a short tinme. In a
preferred enbodi nent, credit is assigned no WD
2004107051 7 PCT/ US2003/033149 5 later than a
predeterm ned tine before the auction, for exanple 1
m nute, and the participating institutionis notified
of unused credit a predeterm ned tinme al nost
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Thus 5 the credit needs only be reserved fromthe
trading institutien's other activities for a very
short tinme, in this exanple as little as 2 m nutes.
Enbodi nents of the invention also have the advantage
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assigned to trading parties.

Preferably, the initial notification of the auction
identifies the auction time, the instrument to be
auctioned and the minimum order amount. Preferred systems
may be used to trade a wide variety of instruments, both
financial and non-~financial. By setting a minimum amount,
the system can be reserved for the trading of amounts
greater than a certain value, for example greater than the
amounts usually traded on conventional anonymous trading
systems,

Preferably, participants can take part in the auction
not only by submitting orders but also by making tﬁeir
credit available to third parties to increase the
liguidity of the auction market. Such participants submit
credit limits for use in matching orders between other
participants lacking bilateral credit. Preferably the
participant also submits an identification of other

participants whose credit limits may be used to match



credit available to third parties to increase the
liquidity of the auction market. Such participants
submt credit limts for use in matching orders
bet ween ot her 35 participants |lacking bilatera
credit. Preferably the participant also submts an
identification of other participants whose credit
limts may be used to natch WO 2004/ 070517

PCT/ US2003/ 033149 6 orders entered by the
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orders received fronfpartici pants who do riot have
bilateral credit, using the credit of an internediary
having bilateral credit with the participants 5
submtting the matched orders. The internediary may
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participants o:ders to trade at a benchmark price;
receiving from participants credit limits for execution of
orders input by the participants with other participants;
matching orders received on the basis of bilateral credit;
notifying the owners of matched orders; and executing the
matched order when the benchmark price indicated in the
order is fixed.

This aspect of the invention has the advantage that
orders entered are tied to benchmark prices. This enables
them to be matched immediately even though the ordgrs are
not executed until the benchmark indicated in the order is
fixed. As a result, the trader does not have to wait until
the trade takes place at periodic times through the
trading day to see that his position is covered. This
prevents any rush into the market by traders anxious to
cover theilr positions once the results of an auction

become known.



30 themto be matched i nmedi ately even though the
orders are not executed until the benchmark i ndicated
in the order is fixed. As a result, the trader does
not have to wait until the trade takes place at
periodic tinmes through the trading day to see that
his position is covered. This 35 prevents any rush
into the nmarket by traders anxious to cover their
positions once the results of an auction becone
wo&&g@mﬂ7wo 2004/ 070517 PCT/ US2003/ 03314&-ruézodasisy ment s
of the invention will; now be described, by way of
exanple, and with ref.erence to the acconpanyi ng
drawi ngs, in which: Figure 1 is a |logical view of a
syst em enbodyi ng the 5 invention Figure 2 is a
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example, once or twice dally. Participants in the auction
need only make credit available for the duration of the

20 auction, If it has been reserved, or blocked off, by the

institution participating in the auction, but not used in
the auction, it can be swiftly made available again to
other parts of the institutions’ trading systems.

The auction is anonymous but customers submit orders

25 rather than guotes into the system. A guote requires hoth

a price and a guantity. Orders submitted in this
embodiment are limit type orders. Thus they are buy or
sell orders either at a specified price or better. This
greatly increases the chances of a match being made. Thus,

30 there are po bids or offers submitted to the system. At

the designated auction time, a matching engine matches the
orders entered into the system and notifies the successful
parties of the orders that have been executed. No other

parties are notified of the successful deals. Unsuccessful

35 orders remain wholly anonymous.

Potential participants are notified of the auction

time for a given financial instrument or instruments. Fox



sell orders either at a specified price or better.
This greatly increases the chances of a nmatch being
made. Thus, 30 there are no bids or offers submtted
to the system At the designated auction tinme, a
mat chi ng engi ne matches the orders entered into the
system and notifies the successful parties of the
orders that have been executed. No other parties are
notified of the successful deals. Unsuccessful 35
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are notified of the aguction tine for a given
financial instrument or instruments. For WO

2004/ 070517 PCTf US20031033149 exanpl e a USD/ EUR spot
auction may be held at 2.00pm London tinme. Potenti al
parti ci pants are i orders _for anmounts
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for each auction. This may be done either by customers
submitting fresh credit limits or by reviewing the limits
for the previous aunction automatically.
Matching may be performed using a matching engine of
the type disclosed in EP-A~625275 in which matching is
performed by the arbitrator. The matching algorithm in
existing anonymous trading system matches on a price, time
priority such that if two equally priced orders could be
matched, the first oxder to be submitted is matched. This
paradigm is not appropriate for the present auctioﬂ based
system and matching is performed by attempting to give the
best price available to a customer based on its bilateral
credit whilst attempting to maximise the trading volume
and surplus.
For any trading system to operate effectively, there

must be liquidity in the market. The lack of credit



performed by the arbitrator. The matching algorithmin
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time priority such that if two equally priced orders
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Is matched. This paradigmis not appropriate for the
present auction based systemand matching is
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and surplus. For anystrading systemto operate
effectively, there nust be liquidity in the market.
The lack of credit WO 2004/070517 PCT/US2003/033149 9
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untgekttdaethe anction system by customers and stored by the
system until the auction. Similarly credit limits 14 are
allocated to the auction system in an electronic message
sent to the system by customers and stored until the
auction. The credit information may be in any suitable
format, such -as those mentioned above.

On completion of anm auction, the system outputs
electronic messages containing information about done
deals. These done deal messages 16 are sent by a notifier
to the parties to the done deals only and are also in any
suitable format. A credit notifier sends electronic
messages to participants notifying them of any unused
credit with the participants may then unreserve.

The auction system may exchange messages with a
database or series of databases 18 which hold information
relevant to an auction. This may include the details of

the instrument the subject of the auction; credit limits,



25 auction. The credit information may be in any
suitable format, such-as those nentioned above. On
conpl etion of an auction, the system outputs

el ectroni c nessages containing informtion about done
deal s. These done deal nessages 16 are sent by a
notifier 30 to the parties to the done deals only and
are also in any suitable format. A-credit notifier
sends el ectronic mnessages to participants notifying
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then unreserve. The Huction system nay exchange
nmessages wWith a 35 database or series of databases 18
whi ch hold information relevant to an auction. This
may include the details of the instrunment the subject
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be via Internet, Protocol sone ot her |nterface

suchows %ﬁpéaﬁlgﬁ'sftgfmp%? ge ?ﬁfﬁf"’“' one per

customer or per trader at a customer. Communication with
the auction system may be via Internet Protocol (IP) or
some other interface such as File Transfer Protocol (FTP).
The interface at each customer is provided as a
conventional computer workstation.

The auction system 22 also communicates with a deal
feed server 26 which receives completed deal information
from the auction'system 20 on completion of an auction.
The server 26 transmits this information over a
telecommunications network 24 to a deal feed client 28.
Not all parties operating on the system will use the deal
feed server. For thosé that de not, the notifier éends
the trader terminal an electronic deal notification
message. In pfactice there will be many deal feed clients.
The deal feed clients pass the deal information to back
office computer systems at the institutions participating
in successful auctions for settlement of the deals that

have been made.



The interface at each customer is provided as a
conventi onal conputer workstation. 25 The auction
system 22 al so communi cates with a deal feed server
26 which receives conpleted deal information fromthe
auction system 20 on conpl etion of an auction. The
server 26 transmts this information over a
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“notifier sends the tirader termnal an el ectronic deal
notification nessage. In practice there will be many
deal feed clients. The deal feed clients pass the

deal information to back 35 office conputer systens at
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be EhWe ayﬁFer A@F&? thls notification may be in any of t

forms discussed above and is made by a predetermined time,
such as 1 minute, before the auction takes place.
Similarly, customers may notify the system if they are
willing to borrow credit from another lender and, if so,
how much. Conveniently, these notifications may be sent
with the other credit limit notifications.

The orders submitted must be submitted before the
cut-off time mentioned above. However, orders may be
withdrawn up to a predetermined period before the auction
commences, for example 5 seconds. Orders are submitted
either as buy oxr sell orders or both. Although the Euction
system knows the identity of the participating party, the
orders are submitted anonymously and remain anonyﬁous as
no other party on the system is made aware of the order.
The only exceptieon is the counterparty to a sucgessful
auction who 1s notified of the party which whom they have

dealt. This is necessary for settlement purposes. Orders



fornms di scussed above and is made by a predeterm ned
time, such as 1 mnute, before the auction takes
place. Simlarly, customers nmay notify the systemif
they are wlling to borrow credit from anot her | ender
and, if so, 25 how nmuch. Conveniently, these
notifications may be sent wth the other credit limt
notifications. The orders submtted nust be submtted
before the cut-off tine nentioned above. However,
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before the auction 3@ commences, for exanple 5 °
seconds. Orders are subnmtted either as buy or sell
orders or both. Although the auction system knows the
identity of the participating party, the orders are
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to be allocated, and resexrved if this is hoWw a particular
institution handles credit, to the auction system for a
very short time. If orders are submitted with credit
allocating at the last possible time 1 minute before the
auction and the participant notified of unutilised credit
1 minute after the auction s0 that it can be unreserved,
the credit has been assigned only for 2 minutes per
auction. In practice, the time is likely to be a little
longer but is very considerably less than the time for
which credit is assigned and reserved to a conventional
anonymous trading system. X

The matching engine used may be similar to that used
in the present system of the applicant referred to in the
introduction and diéclosed in EP-A-625275 or it may be
based as the broker model disclosed in GB-A-2363876.
Matching engines are well known to those skilled in the

art.



It will be appreciated, therefore, that credit needs
20 to be allocated, and reserved if this is how a
particular institution handles credit, to the auction
systemfor a very short tinme. If orders are submtted
with credit allocating at the |ast possible tine 1

m nute before the auction and the partici pant
notified of unutilised credit 25 1 mnute after the
auction so that it can be unreserved, the credit has
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practice, the tine ig likely to be a little |onger
but is very considerably less than the time for which
credit is assigned and reserved to a conventional 30
anonynous trading system The matching engi ne used may
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customer user interface provides for the following

customer functionality:

1. Submission of Orders. Multiple orders may be
submitted at different pric;s_or different amounts
for the same ‘auction; .

2. Credit Lending Limits. Customers define credit limits
for counterparties to which it.is willing to lend
credit. These limits define how much trading the
counterparty can do in this counter’s name;

3. Credit Trading Limits. These define the credit limits
for counterparties with which it is willing to trade.
The limits define how much trading this customer can
do with each counterparty;

4. Credit Borrowing Limits. The customer defines credit

1imits for lenders from which it is willing to borrow

credit;



to receive notifications fromthe system for exanple
of auction tines and instrunents to be auctioned. The
20 custoner user interface provides for the follow ng
custoner functionality: 1. subm ssion of orders.

Mul tiple orders may be submitted at different prices
or different anounts 25 for the sanme 'auction; 2.
Credit Lending Limts. Customers define credit limts
for counterparties to which it is willing to |end
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counterparty can do j4n this counter's nane;” 30 3.
Credit Trading Limts. These define the credit limts
for counterparties with which it is willing to trade.
The limts define how nuch trading this custoner can
do wth_each co er 4. Credit Borrovvlng Limts.
Thé"cus?e&ﬁé?me&éﬁnﬁiérs‘!%g}% r S EBE E%S ST P | ender s

f r om whisittlenenk siogt it irRPst *iorrow  credit; WO

2064/ 071 71.RCTEdIEafR3/ I3 4 tHed dbalsSekdy Biv@NEone

I nstruckiqps. aug&%gogggrcgm can set up settlenent
instructions; and 6.” Deal Log. Custoners may view the

deal s they have done on the auction system 5 Fi gure
2 al so Biuwis 2a253ps PRave ol ATl pdningstrepiy infeefacso
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Thé:uﬂ@ﬁ"ﬁ?:flltﬁﬂ of new i nst ruments to be aucti oned,
and their characteristics, such as the m ni num anount
1*be 15 d-hRde thea sl th Bl Fhdlde€ehif 06dTRE; ne?. CuUSt OMEr

Reg| st ratl on. 'It'hl S 9\4 Iagmogga/v gustouers to be
regi st er et on 't participate in auctl ons;
characterlstlcs, such as the minimum amount to -

traded and their price format;

2. Customer Registration. This allows new customers to
be registered on the system to participate in
auctions;

3. Auction Setting. This allows the times of auctioning
to be set at various times in the trading day for
various instruments; '

4. Customer Profile. Customer profiles may be kept by
the administrator and may include a unigue
identifier, name, contact option (e-mail, file
interface etc.}, contact information such as e-mail
and IP address etc; and -

5. Broadcast. This allows the administrator to broadcast
certain messages through the system to all customers.
Broadcast messages may include auction times, a new
instrument or a .new customer joining the system. The
latter is important as existing customers need to set

credit limits for that customer.

The loaning and borrowing of credit will now be
described in more detail. In oxder te increase the
liguidity of the auction markst, customers can act as

prime brokers by lending the:.r credit to othex
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3. Auction Setting. This allows the tinmes of
auctioning 20 to be set at various tines in the
trading day for various instrunments; 4. Custoner
Profile. Custoner profiles may be kept by the

adm ni strator and may include a unique identifier,
name, contact option (e-mail, file 25 interface etc.),
contact information such as e-mail and | P address
etc; and 5. Broadcast. This allows the adm nistrator
Mmeﬁ@adcast certain nessages througheCriieospi4m t o
all custoners. Broadcast nessages may i nclude auction
times, a new 30 instrunment or a new custoner joining
the system The latter is inportant as existing
custonmers need to set credit [imts for that
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onl ¥O|1agalo’ and BaJL g ‘Jﬁmf%s an order to sell 100 USD/EUR
down to 1.3830, the matching engine will not make a match
as there is nb bilateral credit between A and D. However,
Bank A has credit with Bank B, Bank B has credit with Bank
C and Bank C has credit with Bank D. Banks B and C can
provide their credit to allow the nmatch to be made. In
effect, the match is between A and B, B and C, and C and
D. Credit is thus daisy chained to maximise the volume
transacted. In return, prime broker banks receive a
commission for allowing their credit to be used. The chain
is illustrated in figure 4.

Figure 5 shows a flow chart of the auction process.
At step 100, the system administrator broadcasts to
customers details of an auction to be held, including the
instrument to be auctioned, the minimum order amount and
the time of the auction. At step 102 customers enter, via
their user interfaces, orders and credit limits, where

these limits are not automatically renewed. These credit

limits may include a willingness to act as or through a



If Bank A submits an order to buy 100 USD/ EUR at up
to 1.3840, and Bank D subnmits an order to sell 100
USD EUR 20 down to 1.3830, the matching engine wll
not nake a match as there is no bilateral credit
between A and D. However, Bank A has credit with Bank
B, Bank B has credit with Bank C and Bank C has
credit with Bank D. Banks B and C can provide their
credit to allow the match to be nmade. In 25 effect,
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Credit is thus daisy5chained to nmaxinmise the vol une
transacted. In return, prine broker banks receive a
comm ssion for allowing their credit to be used. The
chain is illustrated in figure 4. 30 Figure 5 shows a
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in the market is not detectable by other parties and so
prices are not negatively affected.

Most importantly, participants only allocate credit
to the system for a short time before the auction and are
notified of the ocutcome of the auction shortly after the
auction. This allows unutilise& credit to be unreserved so
customers can quickly reserve that credit for other
trading operations and so maximise their trading
opportunities.

To a bank’'s customers, embodiments of the invention
offer better prices as there is access to a large )
ligquidity pool. As there is a defined time for order
execution, customers benefit from knowing guickly whether
their orders have been completed. Moreover customers are
certain that they will remain anonymous to all but those

parties with whom they have traded.



use the credit pool on the systemto conduct
transactions nore economcally and to institutions
wi shing to earn fees by acting as prinme brokers.
Broker fees are reduced as the deal size is nuch

bi gger so there are |less deals. Unlike 20 existing
anonynous systens, the existence of |large orders in
the market is not detectable by other parties and so
prices are not negatively affected. Mst inportantly,

woywmm pants only allocate credit toPCHES28p38838 for a
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short time before tH& auction and are 25 notified of
the outcome of the auction shortly after the auction.
This allows unutilised credit to be unreserved so
custoners can quickly reserve that credit for other
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have an open position until after the auction, there may

be a rush to the market to cover open positions when the
auction results are known. Dealing at a benchmark rate
aveids the uncertainty of the limit order embodiment and
prevents liquidity being channelled“to certain points in

the day. .

Various other modifications 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.



only wwth an anmount and a reference to the benchmark
15 fixing at which the trader wants to trade. The
order can be filled prior to the tine at which the
benchmark is fixed, at which point the trade takes
pl ace. This variation has the advantage of overcom ng
any uncertainty that the limt order based system
descri bed 20 above may provide. As traders do not
know whet her they have an open position until after

WO t7@suct i on, there may be a rush to tHE/USeRHES14¢ O
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cover open p05|t|ons”mhen the auction results are
known. Dealing at a benchmark rate avoids the
uncertainty of the limt order enbodi nent and 25
prevents liquidity being gh%nnelled to certain points
in the day. various oth difications to the

enbodi ments described are possible and will occur to
those skilled in the art wi thout departing fromthe
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paref‘??ﬁtb%t‘ﬁ %dF’FF GPRE; Y 1 p%arrttll%"lpﬁﬁnst SR SRYUCti ng
t heaguctipantsat the tinme notified to the participants
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wher ei iesdEeing HreePa At PRBES G ?Ii‘?glbé’éll%‘:a&Fd dPetfit and
prizgeticdlnd ndt nedd10d mectedderderto claim 1, wherein
orders received less than a predeterm ned tine before

t he aUCt | %@hod LC:eCDlen %Egﬁnd 1pywh§ep§ins)§§ée%@ are

matched on the basis of credit and price.

3. A method according to claim 1, wherein orders
received less than a predetermined time before the auction

are not accepted by the system.

4. A method according to claim 1, wherein credit limit
allocations received less than a predetermined time before
the auction are not accepted by the system.

5. A method according to claim 1, wherein participants
are notified of unused credit immediately after the

auction is completed.

€. A method according to claim 5, wherein said
participants are notified of unused credit within

approximately one minute of completion of the auction.



4. A nmethod according to claim1l1, wherein credit limt
25 allocations received |l ess than a predeterm ned tine
before the auction are not accepted by the system 5.
A nmet hod according to claim11, wherein participants
are notified of unused credit imediately after the 30
auction is conpleted. 6. A nethod according to claim
5, wherein said participants are notified of unused
credit within approximately one mnute of conpletion

woodost7 auct i on. 35 WD 2004/ 070517 PCTfrd3ROH&I0688149
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19 5 7. A nethod acctrding to claim 1, wherein the
notifying of an auction tinme further includes
notifying participants of one or nore instruments to
be auctioned and the m ninmum order anount. 8. A
method RGeehsl BEokAimgl 8b Midim apNPeirsinnghe avtiaybdd cal |y
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mst hod according to claim9, wherein conducting the
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25 12. A method according to claim 11, wherein the
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W t Bhe participants.

11. A method according to claim 9, wherein conducting the
auction comprises matching orders received from
par-ticipants who do not have bilateral credit, using the
credit of an intermediary having bilateral credit with the

participants submitting the matched oxders.

12. A method according to claim 11, wherein the

intermediary comprises a single participant.

13, A method according to claim 11, wherein the
intermediary comprises a chain of intermediary parties
each party in the chain having bilateral credit with
adjacent parties in the chain, a first of said chain of
intermediary parties having bilateral credit with the
participant submitting one side of the matched order and a
second of said chaipn of intermediary parties having
bilateral credit with the participant submitting the other

side of the matched order.



adj acent parties in the chain, a first of said chain
of internediary parties having bilateral credit with
the participant submtting one side of the matched
order and a second of said chain of internediary
parties having 35 bilateral credit with the
participant submtting the other side of the matched
order. WD 2004/070517 20 PCT/US2003/033149 14. A

met hod of anonynous conputerised trading of fungible
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to potential parti @pants notifying the participants
of an auction 5 tinme; | receiving at a conputerised
tradi ng system electronic nessages from participants
including orders related to the auction; receiving at
t h§4 C0ﬂipidétﬁfoi:i&&daﬁcfr@ﬂ&dﬂsgccﬁt}pﬁtﬁnsed&reeﬂﬂ@t $oni c
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notifying the owners of matched orders by sending
electronic messages to the owners of matched orders; and

sending an electronic message to participants who had
submitted credit limits notifying those participants of
credit allocated to the auction but not used in matched

orders.

15. A method according to claim 14, wherein said matching
is performed on the basis of price and bilateral credit

between participants.

16. A method according to claim 14, wherein the auction
notification is sent by a system administrator and
includes the type of instrument to be auctioned and the

minimum order size.

17. A method according to claim 14, the participants
credit limit messages comprise automatic renewals of
credit limits submitted to the system for a previous

auction.
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30 m ni mum order size. 17. A nmethod according to claim
14, the participants credit |limt nessages conprise
automatic renewals of «credit Iimts submtted to the
system for a previous 35 auction. WO 2004/070517

PCT/ US2003/ 033149 21 5 18. A nethod according to
claim 14, wherein the notification of matched order
nessages are sent to a participant deal feed client
via a deal feed server. 19. A nethod according to
oiegiromml4, wherein the orders. subm t tREg/USw3t0EER49SY ST em
are limt orders. 23! A nmethod according to claim 14,
wherein the notification of unused credit nessage is
sent to 10 participants a short tine after concl usion
of the auction. 21. A nethod according to claim 20,
whegei ny kbghod ebraiby M@ ¢isiiappy, oxiaralelthea m nute or
. iégatzl%h & %cpgéj o?%?c%éjésﬁgeé Q-&lRhinthda

CO%FISI ng, prior to_.the auction, .receiving from
paPefidichRaNt sdes keep it Ent ﬁb%?aﬁeéag §?e‘fﬁ‘é”§5h'put eri sed
trading systemnotifying the systemof credit limts
f o gUS €y imBriRONdcdidigg dol atahal4, eneadih dheroddeedes
between, thi.f,d.parlhes p0a6R: NQ-Hidat eral 20 credit
exi'sts between the third parties. 23. A conputerised
tradi ng system for anonynous trading of fungible

i NS0k unk meshadopgrerdinggio shpigutti sheRdhi Westrat or for
sen@ikf) cet Rt 0 Binsed 2Zrettds sagRge tiz pettenti al
pa”aim‘?ic%gﬁt% DQhbiying bher Raklisiopasd snohuaiioauct i on
ti r?e; trader termnals at participants for sending to
the trading systemelectronic order nmessages_ rel ated
t o 2the 2aBERdHAcCoRRTIFRELFTINFY KPR Hienft° hessages
setdimB g s38pmrpethately aAirtiguifeopr thegeles on t he
conputerised trading systemby the participants with
other PATLLELPA0Sa:f 8 Blud 9, SolhdiBEnd,NBri0kdgy s and
cretht fi mts Trecelved fromthe partigipants; a
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messages at the computerised trading system notifying the
system of credit limits for -use in providing bilateral
credit for trades between third parties where no bilateral

credit exists between the third parties.

23. A computerised trading system for anonymous trading
of fungible instruments comprising:

an auction administrator for sending electronic
messages to potential participants notifying the
participants of an auction time;

trader terminals at participants fox sending to the
trading system electronic order messages related to the
auction, and electronic credit limit messages setting
credit limits for trades on the computerised trading
system by the participants with other participants;

a store for storing the orders and credit limits
received from the participants;

a matching engine for conducting at the computerised
trading system the auction at the time notified to the

participants by matching the oxders received;



35 trading systemthe auction at the tinme notified to
the participants by matching the orders received;, WO
20B4/ 070517 PCT/ US20031033149 22 a deal notifier for
noti fying the owners of matched orders by sending

el ectroni c nessages to the owners of nmatched orders;
and a credit notifier for sending electronic nessages
to participants who had subnmitted credit limts
notifying those participants of credit allocated to
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system accordi ng to?tl ai m 23, wherein the deal - 10
notifier conprises a deal feed server. 25. A system
according to claim 23, wherein the auction
adm ni strator includes a nessage broadcaster for
br oadcasti¢aigneto tizot éort heliifyang itbe panesss, of metehedt i on
ti BRierk Soyl Béndi NP1t rbiist ﬁwaaeas e HR aMebi @zed and
the t%n%ngw ord r size. 26. A systemaccording to
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t h8%% Paee%“%*: €d to the systemare linit
orders. 28. A system according to claim23,” wherein
t hesa cr edbystencidebiddng Sencimoll.f viesgeinrrhefdeahused

Cr gokite; SR SAGASd @ add@rfcefi f3RES. @ short time after
conclusion of the-auction. 30 29. A system according

to clai m28, wherejin the short. time is approxi mately
a RPnuthe SBTePeaserding R SAAPeth aWRTEHR 1G° ta(‘J‘cE’Pé‘l m 23,
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26. A system according to claim 23, wherein the credit
limit messages sent by one or more trader terminals
comprise instructions to the trading system teo renewal
autonatically credit limits submitted toc the system for a

previous auction.

27. A system according to claim 23, wherein the orders

subnitted to the system are limit orders.

28. A system according to claim 23, wherein the credit
notifier sends notification of unused credit messages to

participants a short time after conclusion of the auction.

29. A system according te claim 28, wherein the short

time is approximately z minute or less.

30. A system according to claim 23, wherein the messages
sent by the trader terminals include a notification to the
trading system of prime broker credit limits for use in

providing bilateral credit for trades between third



23 parties where no bilateral credit exists between
the third parties, wherein the system conprises a
store for prime broker credit limts, and wherein the
mat chi ng engine matches orders on the basis of prine
broker credit where 5 the prine broker has bilatera
credit with both parties but there is no bilatera
credit between the parties. 31. A system according to
claim 30, wherein the prine broker credit limt store
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broker participants2and the matching engi ne matches
orders between participants using credit froma chain
of two or nore prine brokers, a first of said having
bilateral credit with the participant submtting one
Si gertabs tiherdTab cheskeptlaireaitd eaisseCionsesd thaittdivhai n
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32. A computer program product having programme code
stored thereon which, when run on a computer, causes the

computer to perform the method of claim 1.

33. A computer program product accerding to claim 32,
wherein the program code causes orders received less than
a predetermined time before the auction to be rejected by

the system.

34. A computer program product according to claim
32, wherein the program code causes credit limit
allocations received less than a predetermined time before

the auction to be rejected by the system.

35. A computer program product accerding to claim 32,
wherein the program code causes participants to be
notified of unused credit immediately after the auction is

completed.



of conpletion of the auction. 37. A conputer program
product according to claim32, wherein the program
code for causing notification of an auction tine
further includes code for notifying participants of
the instrunent to be auctioned and the 10 m ni num
order anount. 38. A conputer program product according
to claim32, conprising program code for
automatically renewing a participants credit limts
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participant. 39. A conput er program pr oduct according
to claim 32, conprising program code receiving from
participants credit |imts for use in matching orders
bet ween ot her 20 participants |acking bilateral
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a fkduskndf psalidigdaain 5 of internmediary parties having
bilateral credit with the participant submtting one
side of the matched order and a second of said chain
of 3P nt & FEERVERY Pﬁ%ﬁﬁaf“e%mﬂ‘é?ﬁ ﬁtj“’"’dmg to claim 32,

comprising program code receiving from participants credit
limits for use in matching orders between other
participants lacking bilateral ecredit.

40. A computer program product according to claim 39,
comprising program code for receiving from participants an
identification of other participants whose credit limits

may be used to match orders entered by the participants.

41. A computer program product according to claim 39,
wherein conducting the aunction combrises matching orders
received from participants who do net have bilateral
credit, using the credit of an intermediary having
bilateral credit with the participants submitting fﬁe

matched orders.

42. A computer program product according to claim 41,

wherein the intermediary comprises a single participant.



bilateral credit with the participant submtting the
other side of the matched order. 10 15 20 44. A

nmet hod of trading a fungible instrunent, conprising:
fixing benchmarks for the instrunment to be traded at
intervals during the trading day; receiving from
participants orders to trade at a benchmark price;
receiving fromparticipants credit limts for
execution of orders input by the participants with

womhsosn partici pants; matching orders PEEEENERIB t he
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basis of - bilateral %2redit; notifying the owners of
mat ched orders; and executing the nmatched order when

the benchmark price indicated in the order is fixed..
25

43. A computer program product according to claim 4189,
wherein the intermediary comprises a chain of intermediary
parties each party in the chain having bilateral credit
with adjacent parties in the chain, a first of said chain
of intermediary parties having bilateral credit with the
participant submitting one side of the matched order and a
second of said chain of intermediary parties having
bilateral credit with the participant submitting the other

side of the matched order.

44. A method of trading a fungible instrument,
comprising:

fixing benchmarks for the instrument to be
rraded at intervals during the trading day;

receiving from participants orders to trade at
a benchmark price;

receiving from participants credit limits for
execution of orders input by the participants with other
participants;

matching orders received on the basis of
‘bilateral credit;

notifying the owners of matched orders; and
executing the matched order when the benchmark price

indicated in the order is fixed..



