WD 2009/ 029571PCT/ US2008/ 074186 - 1 - SYSTEMS AND METHODS FOR VOLUME
CLEARI NG FN ONLI NE TRADI NG OF CREDI T DERI VATI VES CROSS REFERENCE TO
RELATED APRPDI2@YTRGINGS [ 0001] This patent application clmEITES2p08100¢18¢ Y
to U S. Provisional Application No. 60/988,009, filed Novenber 14,
2007, and U.S. Provisional Application No. 60/957,823, filed August
24, 2007. [0002] This patent application is a continuation-in-part of
U. S. Patent Application No. 5 10/954,629, filed Septenber 29, 2004,

US Patent Applt SSTIENISAND MISreEis FORCTORIME chESRINGTT
whi ch are conti nudiN @NLAN WWNGQF@RE})ITJIERWMF\IVES

Application No. 10/316, 167, filed Decenber 9, 2002. [ 0003] Each
of the aforenentioned related applications is hereby incorporated by

reference 10herein in its entirety. FIELD OF THE | NVENTI ON [ 0004]
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10/954,629, filed September 29, 2004, U.S. Patent Application No. 10/957,217, filed October
1, 2004, and U.S. Patent Application No. 11/837,159, filed August 10, 2007, all of which are
continuation-in-part applications of U.S. Patent Application No. 10/31§,167, filed December 9,
2002.

[0003] Each of the aforementioned related applications is hereby incorporated by reference

herein in its entirety.

FIELD OF THE INVENTION

[0004] Embodiments of the present invention relate generally to online trading of financial
instruments. More specifically, the present invention relates to systems and methods for

volume clearing during online trading of credit derivatives.

BACKGROUND OF THE INVENTION

[0005] The related applications have disclosed an online trading system that brings
significant improvements over the inefficient dealer-broker paradigm of convention credit
derivative market. With an electronic trading platform and a suite of online and offline

features, a large number of dealers or trading clients may trade credit derivatives in a



- 2 - streanlined fashion, that is, without the prior limtations of
regi onal i zed-mar kets, |ack of standardi zed docunentation, sl ow

di ssem natworR0efo2¢i7i ci ng i nformati on. [ 0006] On a hi gh BITusIhosioaunss
el ectronic trading of credit derivatives is simlar to electronic
tradi ng of stocks or other exchange-traded financial instrunents in
that a central conputer or 5electronic systemtypically facilitates
trades anong renotely situated traders:- However, the sinmilarity does
not go nuch beyond that. [0007] Credit derivatives, such as credit

def aul t péesGicd, fagisn, t MR BakdithoRv @k - SR -1GRMHORS of Wdniodd Fafles, lack of
negoti ated and entered into by dealers on behalf of relatively |arge
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defined in  muc reater.detail tha blic.stocks. Credjt derivatives
re also P soRF bEPu et WP Heichy e liifire iF fPhe st FpiiEor
fungi bl e conmmodi ties. [.0008] The credit derivative market is also

uni qué i ﬁ?‘?“rﬁﬂ’gf‘c dvsee,t ﬁl%a‘];?glitaﬁsataﬁdﬁ BWANg yemetely simateq Fadars. However, the
derivative market has not been as well organized or regul ated as

st ock excHalEY defs nebsrimpel Reaead ththe user base (or the nunber of
potential counterparties) of credit derivative market is nmuch smaller

t han t hatl0M7] pubredl deriatkes. Susbras ¢redip dpfapli preductic peatypicale ovemthecowster
trades of credit derivatives. At the sane tine, there has been

concer ns (DA&D conirages negaitieed apd entered into herdedens od bdipdi ofaclhgvely Rrgganstitutions.
trades may artificially influence pricing levels in the relatively

smal | 20dvedixtmglel iavatdiv eleriartivet by [dOfl8dn Inmsv irefareae th@irfl opagoupg, wihbse
may be understood that there are significant problens and
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t echni ques.
be traded electronically, each credit derivative position must be defined in much greater detail
than public stocks. Credit derivatives are also fairly illiquid, unlike public stocks which are
more like fungible commodities.
[0008] The credit derivative market is also unique in many different ways. Traditionally, the
15  credit derivative market has not been as well organized or regulated as stock exchanges or bond
markets. The user base (or the number of potential counterparties) of credit derivative market
is much smaller than that of public stocks. There is a need to increase the number of trades of
credit derivatives. At the same time, there has been concerns that large trades or even a
perceived desire for large trades may artificially influence pricing levels in the relatively small
20  credit derivative market.

[0009] In view of the foregoing, it may be understood that there are significant problems and

shortcomings associated with current credit derivative trading techniques.



WD 2009/ 029571PCT/ US2008/ 074186 - 3 - SUMMARY OF THE | NVENTI ON [ 0010]
Systens and met hods for volune clearing during online trading of
credit derwp20i%ass7are di scl osed. In one particul ar exerqi/es2908/074186
enbodi ment, a conputer-inplenmented method for volunme clearing in an
online trading systemof credit derivatives may conprise: selecting,
from5 a plurality of credit derivatives, at |east one nost liquid
credit derivative that has either beeﬁ‘traded or seen trading
interest in the online trading systemduring a predetermned tine
period; determ ning a vol ungUMMARYOTHEINVEWeTIdr the at | east
one nDst quuid credit derivative based on: an avallability of a |ast
bi d, Gl or | ast trade associated with the at | east one
most | i qiﬁ gYSttEIEFe"i“}dvIB?tP% for velpme glsating %‘EWQSr%WP?J tradipm gf e1sdit dergyatives
bid, the last offer, and the last 10 trade, if available, and price
| evel s ofarg fisclpsedt Ipjose prrisulpE@erplae embedignent e computer-taplemented method for
available; inviting trading clients of the electronic trading system
to submi tvoluge ¢i¢aring in pmrenlinertiatlinglspstern ol eredit dexivagvdsl mayr chansisé:celetting, fbm
| east one nost liquid credit derivative at the volunme clearing price
| evel 5 eachublity offdedit derivagids, arldest ospewst quid)ciadid dstivagide vialt hneeither been
mat ching the buy orders and the sell orders submtted within the tine
limt to trwdd off een &adif diterbiin MBahliddmatiig Sistehhd@uril alfedetSined Hiene RRsibd;
liquid credit derivative that can be traded at the volune clearing

price | evRlermaih &0RInRL LBGinsl ReSeddl o eVAl 1Y ofd BRI NELIB &R deNSlive
according to the matching of the buy orders and the sell orders.

[0011] | mpa@aQinh &S aRAGENGHAN A @Y RITRNAL ¥e&MDOM MR a%Bcﬁlle@%ﬁl(?ﬁ'é § least one
tradi ng system of credit” derivatives may conprise: a processor; at

I east on g’n(isgg@.ﬁg greq{% Ylblﬁ‘%ltlgg Ul n(:fiq tQad crﬁ?}uﬁ a&%ﬁg ﬁ@rlast gldzﬁ)le lila%%tifer and the last
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| east ‘one s

i nstructi.on erf r m t WL N asks: sel ecting,
ol ar al | ¢y BEE Faie BT Pacss, BEcR (RAiSE "Bt fbStT hoi(Enct Baeqlimit buy
derivati Voer'\de;[rsh g{d srgf‘l or ersliI or thg gte lréastt ro%g %903? lrlqusicef %Rad}t rd%g!/atgfe at the volume clearing
price level, each buy order or sell order specifying a desired volume; matching the buy orders
and the sell orders submitted within the time limit to maximize a total notional amount of the at
15  least one most liquid credit derivative that can be traded at the volume clearing price level; and
completing trades at the volume clearing price level according to the matching of the buy
orders and the sell orders.
[0011] In another particular exemplary embodiment, an electronic trading system of credit
derivatives may comprise: a processor; at least one storage device coupled to the processor; a
20 user interface coupled to the processor via one or more communication networks; wherein the
processor is adapted to communicate with the at least one storage device and the user interface
to execute instructions to perform the following tasks: selecting, from a plurality of credit

derivatives, at least one most liquid credit derivative that has either been traded or seen trading

interest in the electronic trading system during a predetermined time period; determining a



interest in the electronic trading systemduring a predeterm ned tine
period; determining a W) 2009/029571PCT/ US2008/ 074186 - 4 - vol une
clearing pwoceodoessgl for the at | east one nost |iquid cr@E#Us2008/074186
derivative based on: an availability of a last bid, a |ast offer, or
a last trade associated with the at |east one nost liquid credit
derivative, a timng relationship anong the last bid, the |ast offer,
and the last trade, if available, and4price levels of the last bid,
the last offer, and the last trade, if available; inviting 5 trading

clients afonihe RS pREY fevill RE1HI aS¥adteRel Ao URM creWi tdR}iPatRe tHab® on: an
limt, buy orders and sell orders for the at |east one nost |iquid
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or sell order specifying a desited vo urme; mat ching the buy orders

and the sell., order ] - Wathin the ti Jimt tg.nmaximz .
Cotal notrei Pt 3 VB RaiousBohg e il R ol SelFei e FBremce, st
derivative that can.be trad t t.he. vol cleati rice le . .and
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the matching of the buy orders and the sell orders., [0012] .In yet

anot her ﬁaaﬂmgcqmtﬁ & SenpIPropIce I TR OFUEBp itBI. 4 Hipe diihbuy orders and
met hod for_volune clearing in an _online trading systemof credit

deri vat i &4 ofigys 05 Hisr gt deast Qus wegtligyideeredit dasivaiiyeedtithe walpmg gleprug pricepevel,
sel ection being based on dealer interest in and market activities of

15 each chch by erder erfseld oedgr speddying atdestessl hluhe gnaschingedhe ey pideescanditheesell
period, thereby resulting in potentially different sets of credit

deri vat i vederbeubngttgkbivgbingbe fime lohif foemerimide avetad @pii@ckd pmbumeiof ithregat least one
trading clients of the electronic trading systemto submt, within a
time |i mirhost Mipidoeet sdeginativeettat entdestdded 4th@e selhesd etasid pete aevedi 4nd
derivatives, each buy order specifying a bid price and a desired

vol une t eohipltiafdragach GslJohehdelarsipepiideyicddl RBo@ineh tBE intRehdiEofthe buy
desired volune to 20 sell; determ ning an auction price for each of

t he sel ech&ds sRtmOfedrgdit derivatives based on the buy orders and
the sell orders submitted within the tine limt, such that a tota

not i onal 0oy nt Inoietf[a%?@@g R%In@lﬁlarc%l‘r}ﬁﬁlgf?éﬁ%y iﬁgn@ta 5%@){1?63—%{?43@['}18@&5 Gfethod

is the |argest possi a tota i onal anount
ordor | s URaAE AR, AR RL oo SEE Bl AP RS Pl e
gggtgl/ gggggﬁgﬁ%%ﬁjﬁzﬁggﬂ%tég Eb%gg bas}é\g on dealer interest in and market activities of
15  each of the set of credit derivatives during a predetermined time period, thereby resulting in
potentially different sets of credit derivatives being selected for different time periods; inviting
trading clients of the electronic trading system to submit, within a time limit, buy orders and
sell orders for the selected set of credit derivatives, each buy order specifying a bid price and a
desired volume to buy and each sell order specifying an offer price and a desired volume to
20 sell; determining an auction price for each of the selected set of credit derivatives based on the
buy orders and the sell orders submitted within the time limit, such that a total notional amount
of trades that can be executed at the auction price is the largest possible and a total notional
amount of unfilled orders is the smallest possible; executing a first subset of the buy orders and

the sell orders that can be completed at the determined auction price; and launching a volume



clearing session with a volune clearing price level set to the

determ ned auction price, the volune clearing session including at

| east a sewondowuiiszet of the buy orders and the sell orsersshdzsabiiRave
not been filled in the execution of the first subset. [0013] In stil
anot her particul ar exenplary enbodi nent, an electronic trading system
of 5 credit derivatives may conprise: a processor; at |east one
storage device coupled to the processd- a user interface coupled to
t he processor via one or nore conmuni cation networks; wherein the

processor. .S cgmny I.Gat - £ h e st.Qr .
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bei g bacitn B Sior e BuRE b Pt Pt PRt Puatsy 5ol B SGh ol
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being selected for different tine perjods; inviting tradLn% clients

of the ellB8Honlrcstl} aepthy Rapliquian sxemelapnembodiment; A0 glecirpgic [tfaging sypigip of
orders and sell orders for the selected set of credit derivatives,

each Buy w@tdifle flersialivsst Wian Fompppel P Prasessan dataleaié gineetoregst dendca goynlgd émdhe
each sell order specifying an offer price and a desired volune to

sel | ; 15 oetessoni niseyintarfagel coupdadl tprtheprofessoreaa bneodr mbre comiminicedorsedtworks;
credit derivatives based on the buy orders and the sell orders

subm t t edviwirdihithe prheestdrrie adapradttp comatunich@twich thetadleastaine arahgeadwitatand the
trades that can be executed at the auction price is the | argest

possi bl e wadinkrtaed &) exeOibte ikBlucHITR UA pedbrll ik foll ®Ming rt&kRE: SseleBtitd @ set of credit
smal | est possible; executing a first subset of the buy orders and the

sel | or defesivithat, (kasid8ok 06RL Bhed AldehBLintel® ifThNEMaRBCIiNePbf ERh of the
and | aunching a volune 20 clearing session with a volune clearing
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session including at | east a setond subset of the buy orders and t

sel | ordeg h fil: in, 4t (o Lt h | .
subset . [OBTA EiaT: Sl berifiRley bt Bl RE RHEEH AL plod: fiuld Yagine
present invention js that t.he acjlitate re efficient electronjc
Pradtng cheas ohe elsfot@lendBE Ysle ARl subit Sy & e iy BhgRderana38h e
2009/ 029 71PCT/USZ$O8/ 74186,.-. 6.- CcO ni cations, systens. Another |

t echni calPfFEEECEE SEl LSt SRR RSt REASTGT SPHEYRees RiftPrich e @jdspired
lies in the specjalized conputer and _communi cation devices and

sof t war e YORBRT KhBUY ARt erdyseHeOTdeinthegifiring an wifen #pro padl ardssiseg ¥glugtto sell;
the volune clearing functions disclosed herein. 5[0015] The present

i nver®i orfelgrminingo astigrepige; foe gach of s legied spt of\gradit deeifativep based gn the buy
exenpl ary enbodi nents thereof as shown in the acconpanyi ng draw ngs.
Whi | e t heorgaresmhthe isell exdeisombingted owithin thedinelioit; swich bhat eftetrlemtienslgmount of
exenpl ary enbodi nents, it should be understood that the present

i nvent i onradss that ciri be eectutedent aho auckivageicefis ofied langesty paskibld ardna tibrel astional
havi ng access to the teachings herein will recognize additional

i mpl ementaaiduNSs, unkfilled dideRtis M8 Smalldsd passibles R dii et s1dSetWE kile RS odddieind
fields of use, which are within the scope of the present invention as

descri bedhdgilCdrBers ARE cM bdcdBHRLE bt the delirkiRed Be:tBh 9588 tank THABLLOR VBRYne
be of significant utility.
20  clearing session with a volume clearing price level set to the determined auction price, the
volume clearing session including at least a second subset of the buy orders and the sell orders
that have not been filled in the execution of the first subset.

[0014] One technical effect of the systems and methods of the present invention is that they

facilitate more efficient electronic trading of credit derivatives on modem computers and



BRI EF DESCRI PTI ON OF THE DRAWNGS [0016] In order to facilitate a
full er understanding of ¢he present invention, reference is now 15
made to t hwoaommysnyi ng drawi ngs, in which |ike el emengsries€0s8/074186
referenced with |ike nunerals. These draw ngs should not be construed
as limting the present invention, but are intended to be exenplary

only. [0017] FIG | is a diagramillustrating an exenplary credit
derivative trading systemin accordandge with one enbodi nent of the
present invention. 20[0018] FIG 2 is a flow chart illustrating an

exenpl ary, " L tati : t el
Fl e oBER ARG i ale A AR dr PR Witei: dnb S oP Bereson
[0019] FlG. doh Tﬁesainstﬁ§ gﬁ‘é}ia?igé’& cdn%'ulﬁér&% Ll R AR GAPEREG TBE 098, OF o oorams
di spl ayi ng a request upsSize a trade in accordance W th one

e kol F ASS) YR o O SR TR

for displaying trade information that includes an option for vol une

cl eari ng BFihccor dance with one embodi ment of the present invention.
[0021] FIG 5 is an exenplary screen shot of a display that can be
used Ho il nekbe potserfelnsentioar WHY o be deraibad dnvinens dntal evitfoaiferere to
of the present invention. [0022] FIG 6 is a chart that illustrates
one exanysxemplaryt ¢rebadimertts thyrasf ap shivymsins the efoperpainying diaplingse Whida therpgesent
session. [0023] FIG 7 is a flow chart depicting an exenplary nethod
of det er nnvenfign ais vadscntedc bdawi mithprdfaendeetelexéaplery embbdiden@ndt cghéudd she
submtted by participants. 10 [0024] FIG 8 shows two tables

i |'I'ust r atunti¢rstand ehce el @eenniEaidn o notdigitsdl therw@. aThosd YhBrdila@asiimgn the art
price level in accordance with one enbodi nent of the present

i nvent i omavin@Qd&ks folthe teléhing HRILICKANRLSINYzeSHal BBl SMPlenichlalSAs] Alobiff@ations,
how a particlpant may be solicited for bids and offers in accordance

wi th jgne arRatodBth0hs WA Rr&8&Held¥eMk]l QMich are within the scope of the present

invention as described herein, and with respect to which the present invention may be of

significant utility.
BRIEF DESCRIPTION OF THE DRAWINGS

[0016] In order to facilitate a fuller understanding of the present invention, reference is now
15 made to the accompanying drawings, in which like elements are referenced with like numerals.
These drawings should not be construed as limiting the present invention, but are intended to be
exemplary only.
[0017] FIG. 1 is a diagram illustrating an exemplary credit derivative trading system in
accordance with one embodiment of the present invention.
20 [0018] FIG. 2 is a flow chart illustrating an exemplary method of facilitating a transaction
within the system of FIG. 1 in accordance with one embodiment of the present invention.
[0019] FIG. 3 is a screen shot illustrating an example method of displaying a request to

upsize a trade in accordance with one embodiment of the present invention.



[0026] FIG 9B is an exenplary screen shot illustrating how a
partici pant may perform 15vol une clearing in accordance with one
enbodi mentwof2odoesspr esent invention. [0027] FIG 9C is mrmeseerspliasy

screen shot illustrating the results of a volunme clearing session in
accordance with one enbodi nent of the present invention. [0028] FIG
10 is a flow chart illustrating an exenplary nethod for performng a

mar ket order volune clearing in accordance with one enbodi nent of the
present invention. 20 [0029] FIG 11 is an exenplary decision tree

for deterhsy)NIrRs, VR NNE. sE}e@@s’hiapglhgﬁja&r\% ltaﬁvrgéemfpﬂlﬁ%q'gém&&( ebr ?fsﬂﬁ ing trade

vol une clearing session in accordance one enpodi nent o

present ii%ﬁﬂ&tio?m'lhzg[i O3RL aE'o&tion ﬁv&p%‘é’%le% B Redrifck %Eh%%%ﬁl'b%ﬁ%em of
price scenarios an e Tésuftant vol urme ¢l ear ng price level's I'n
accor danggelwith one enbodi ment of the present invention. WD

2009/ 0295 FAPEFPUS TS 074186 - 8 - [0031] FIG 11B shows a table
presenti e errﬁLGary trading data related, tog real rket, order vol upe
Ol car i ng 10U} oRST S{ipareyemafaey scrsen sBocef adiienlis thrtya BE P g ipblgmenigplume
determning a volune clearing price level in certain scenarios in
accor dan&&aing i asaerdaims odthmasembpdineat ¢fitbapigtent Wyeionon. 5[ 0033] FI G
13 is a screen shot showi ng an exenplary market order vol une clearing
control JP¢FdwW Fi6. £c8 ercham dwt illustatenenecsriomglend the whtching of oedsenteceived in a
invention. [0034] FIG 14 is a screen shot showi ng an exenpl ary
di spl ay ofbhifiepsléariag segsionnanes i n accordance with one enbodi nent of
the present invention. [0035] FIG 15 is a screen shot show ng an
exenpl ar J0823] unEIG | 2é& b fpwichaodepictingaste eedmpeity éthomyf sleendintrigng valume
mar ket order volunme clearing session in accordance with one
enbodi Nerlcafihg bk 10V BIRH oh BB AhA 6ffers submitted by participants,
10 [0024] FIG. 8 shows two tables illustrating an exemplary method of determining a volume
clearing price level in accordance with one embodiment of the present invention.
[0025] FIG. 9A is an exemplary screen shot illustrating how a participant may be solicited
for bids and offers in accordance with one embodiment of the present invention.
[0026] FIG. 9B is an exemplary screen shot illustrating how a participant may perform
15  volume clearing in accordance with one embodiment of the present invention.
[0027] FIG. 9C is an exemplary screen shot illustrating the results of a volume clearing
session in accordance with one embodiment of the present invention.
[0028] FIG. 10 is a flow chart illustrating an exemplary method for performing a market
order volume clearing in accordance with one embodiment of the present invention.
20 [0029] FIG. 11 is an exemplary decision tree for determining a volume clearing price level
for a market order volume clearing session in accordance with one embodiment of the present
invention.

[0030] FIG. 11A shows a table listing exemplary price scenarios and the resultant volume

clearing price levels in accordance with one embodiment of the present invention.
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[0036] FIG 16 is a flow chart illustrating an exenplary met hod of
limt order volune clearing in-accordance with one enbodi nent of the
present | NWeITDNGNRISTL [0037] FIG 17 is an exenpl ary daci/es2008/07418€
for determning an auction price for limt order 15volune clearing in
accordance with one enbodi nent of the present invention. [0038] FIG
18 is a screen shot showi ng an exenplary volunme cl earing w ndow a
trade client may see during the order-&ubm ssion phase of a limt
order volune clearing session. [0039] FIG 19 is a screen shot

showi ng §Qo$MeMPIRr M B UdWEEa RlbRApte timrz 'EQ%ﬁaﬁP{j [rAf8e Bhix %@fafeget}ﬂ refCmarket

during the volunme clearing phase ' of a Timt”order volune clearing

sessi on. o%ger[vgﬂlﬁ%]clééhggse{s Qndd show nunerical exanples of six
[

scenari os reference e exenplary decision tree of FIG 17.

0041] FI 26A- h i cal. | e for.det ] ni .
aucti on IOV RGd2oR A ea ot 2B 4RBat dre BFE £ N8l eadeaifs pric lvel
i tion. WD 2009/029571PCT/ US2008/ 074186 - - DETAI LED,

:Z)E\églgl IF"(I)'InlE]‘ilﬂrain WQWWPWTW%?HW 103 P the Presens 1y PRaQ

i nvention provide for an online trading systemfor financial )

i nst r dmedP33ndFa18iit apape habthoning an emplagy markskerdeydume glgiting ontrol
credit derivatives. Preferred enbodi nents of the present invention
further fvanfw inndceordarcgtvitheonecadpdigneneelithé prgsont Beertionas vol une
upsi zi ng, volune cl earing based on recent trades, volune clearing
based on [0034] FIG. 14 is a screen shot showing an exemplary display of Top-5 single names in

accordance with one embodiment of the present invention.
[0035] FIG. 15 is a screen shot showing an exemplary volume clearing window a trade client
10 may see during a market order volume clearing session in accordance with one embodiment of
the present invention,
[0036] FIG. 16 is a flow chart illustrating an exemplary method of limit order volume
clearing in accordance with one embodiment of the present invention,
[0037] FIG. 17 is an exemplary decision tree for determining an auction price for limit order
15  volume clearing in accordance with one embodiment of the present invention.
[0038] FIG. I8 is a screen shot showing an exemplary volume clearing window a trade client
may see during the order submission phase of a limit order volume clearing session.
[0039] FIG. 9 is a screen shot showing an exemplary volume clearing window a trade client
may see during the volume clearing phase of a limit order volume clearing session.
20 [0040] FIGs. 20-25 show numerical examples of six scenarios referenced in the exemplary
decision tree of FIG. 17.
[0041] FIGs. 26A-C show a numerical example for determining an auction price in

accordance with one embodiment of the present invention,



tradabl e credit spread fixings, nmarket order volune clearing, and
limt order volunme clearing. Credit Derivative Trading System [0043]
FIG 1 is wodowegnrestiillustrating an exanple credit derimatyuseeosioragdé ng
system 100 i n accordance with one enbodi nrent of the systens and

nmet hods descri bed herein. System 100 10 nmay conprise a credit
derivative authority 102 interfaced with a database 104. Database 104
may, as illustrated, actually conpris®-one or nore databases

dependi ng on the enbodi nent. The credit derivative authority 102 nay
al so be interfaced wt I i I R Ay termnal s
108 through a net\/\orkﬂErP}.\ £ DESORIPTIONGET |IIQ'[ﬂ,—’jﬁqt%gﬂhetWork 106
may be the Internet, although the network 106 15 may be any type of
wired or [#P4%| eEsbpdigentar efa thriepossnk ifvemion praividsdios ranypilise etsaglingo gystem for
Area Network (LAN), or even a wired or wirel ess Personal Area

Net wor k, foransielmastoondntnad pamtiqutee femtiondliies éort cddatrovictipdingeaftcssdit degivatives,
credit derivative authority 102 and/or the termnals 108 may be

i nt er f ac diefeirtd embedimehtaaf khd Pfesant dnwentied fiathdt Gicilitate ekaadge trading techniques
comuni cation |inks. 20[0045] In one enbodinent, the termnals 108

are cGNpPULEN af esllinealpSizingledlu@s citafki Bsedronl RENO Pra8RTPOILEE Scleatilg Gh&@ron
enbodi nents, termnals 108 are handhel d devi ces, such as handheld

conput er AhblRefan !Qﬁjeadjﬁﬂh%@hlaﬁéﬁbﬁémﬁné B0, add1inik bldePeolARP S,
however, that termnals 108 can be any type of termnal configured to

i ncl ude t I i i.red by the systens and net hods

descri be dit Ram@ﬂ din 1 per) Us2008] 074186 - 10 - [0046] The

t er m " autlAe43]t yFlGuslew a diagidenilostiptinhan cradple adestiti deaivitive twaditpsyisteyn 1@PRin
is intended to indicate that the termnals 108 communicate with the
credit dextarddriceevidudrizomtodin€n? of Hreaysthmt hed cedpydt idagribydshaam, System 100
hardware and software, associated with the credit derivative

aut hai t ymaO0miskp angédigleditatReudisbiodi 0teiterfab&l wRY mdagbidkani! Watdmase 104
refer to one or nore servers, 5 such as Internet or web servers, file

servers, magdanndahed e algstibiise MMELoOmoMDdRa YAt RDpEndifd6n e SHBRiment.
dat abases, one or nore software applications, one or nore Application

Program I id ACESiviAR Sithori®f _1@0%{1919% NAlERB Wi ra?mmu@t&cftﬁa&émuti%tg via

conmputing system associated with the credit derivative adthority

may i ncl qg&igﬂflﬁtg% £2G00RW g5 or conputer terminals. To that

extent, sone O sdne conponents that conprise the conputer system

associ at w th the.credi eri.vati aut hori ty, 10 n al.so
et udo. THLATer I sl e i eV B P B e e R B netwon 106

standardi ze jnterface_that all.o der cljent efi.n osj tions
i £hI3he ERel EUBPFoLeT8 Soroes oY REGuer oltay GFASS iR Fytse Local
credit derivatives regardl ess of the regiaon, industry, etc. The

credit de”rlie@/alf’?t%ﬂ%&%gbﬁsi OY eYep § SVIdnf GUIFSS tirionahn AseoNetyerg, or some

positions in the database 104. Using the standardized interface, the
credit deembiatign thereof. In certain embodiments, the credit derivative authority 102 and/or the

terminals 108 may be interfaced with the network 106 via wired and/or wireless
communication links.

20 [0045] In one embodiment, the terminals 108 are computer terminals, such as desktop or
laptop computers. In other embodiments, terminals 108 are handheld devices, such as handheld
computers or personal digital assistants (PDAs). It will be apparent, however, that terminals
108 can be any type of terminal configured to include the functionality required by the systems

and methods described herein.



15 authority 102 may display information related to the positions
stored in the database 104 to the trader clients via the termnals
108. The twedew/éirents are then able to defi ne responsoERrOBITiSNS,
indicate a willingness to transact, and/or conplete a transaction

t hrough the standardi zed interface. Thus, the credit derivative
authority 102 can replace the deal er-broker paradi gmof conventi onal
credit derivative markets and provi dedOthe trader clients with nore
20outl ets, greater liquidity, and nore efficiency, all of which can

hel p 'qubozgd ANGACIHANAlARS! e kORYRy HISrh ARkl RDBRRrBY o

COITpI’I se software conmponents COI’] lgured to run on or eroperate

Wth ne gL gt tgﬁqglhxlg (B B 0P B 6L ANt TYEHfongn

conponent's con ermn

derlvatlv aut h C mork in _conjunctjqn l.i ent .
Sof twar & (R RTG FAFE théfd?ﬁaﬁeaﬂd ey o Rl b cleg e munority
2009/ 0295 US 008/074186 - info i.on to the trader clients
in a uni f@mﬁ?ﬁwﬁ% andht WP%@FR‘ie‘h? [agﬁaﬁmnﬁ%aw P OB o8 e servers,
through termnals 108 in a manner that al l ows qui ck, easy, and

ef f i cPentsugl ankierat On &7eb CRiversi Mlefseretsr WS/ fdtahasseerverso png Pgmore routers, one
standardi zed interface are discussed nore fully below. [0049] FIG 2

i s a fl owrcheret datdbiagpst pag iongnerh seitwprs! applicgionsests pbmofe dipplication nyogram
transaction 5 within System 100 or a simlar online trading system
The pr ocdstsrfhegi(ABIs), vr s¢repcotiifinationthaedfr Fdehercthe eohputingisgstern mgpoaiated with
desire to transact, for exanple, in response to an updated position
recei ved the asdit Beriwyisé ewrhddl.10E aiayi indiidenare, or tofitde torap@ers @ kemputsrmials,
its standardi zed interface to indicate a desire to transact. In one
enmbodi Mento, thih@herdth@nts Gt sABE ik aneatsauatrwmﬁrxe W2 Ingsildr w9 Reh hsociated
indication, it may determne the ability of the trader client to

transact (G hberedl? daSR@GE mtﬁ&uwl@@lbgn AL 1h3dd € terhiHaf 108N Step 404,
t he credlt derivative authority 102 determ nes, based on information

stored ' dﬁ@@ﬁ:\l 80 é’ 1% inh&d R efankdi&izt ﬁrﬁgﬂce Ghet Eﬁﬂbtv% gkg%e]qacgkrﬂg t& dﬁﬁne

desire to t nsact 1s accéeptable to the ot art I nce t

cr _edl t dﬁxﬁ%ﬁ’l%% %ﬁhgﬁg Fr%hléldgﬁlgatp/% o h%{:lsJal 7 OF El}! ?% a]%}%iaﬂtgf &aéjr?&lt derivatives

clients Yy 'no hcer ien

all, or sone atlons h i n.cert 15.enh dlne t

er i vat i JEESPRGT HRyERES indH Rtk R b FORLID 1% %fﬂﬁfmf ©'dhen
identifying traders wjt der clle t defln ) .
posi t i on S e HoPIgnHI ‘Bﬁ%‘?&bﬁg&%oiﬁmr‘i‘%ﬁﬁ“ iz pietfage, theycregigderivative
client may provide identifying information to the credit derivative
aut hddi t yuthgdt Hgmandiprlaenferrgrion redated Qdbe pesitiong siradrip disy datahase 104 to the
potential counterparties. Depending on the enbodinent, the

i dent i f yitraden elievsainithe teraynaln 08, ddhe Hende cliongnerg thén eblettajdefing aehppnsive
clients or define characteristics of acceptable (or unacceptable)
trader clposifibss, h@O&E]a |willorgeesentootameett andfor tdeepbatedi travkaciionathroggh the

authority determ nes that the trader client
standardized interface. Thus, the credit derivative authority 102 can replace the dealer-broker

paradigm of conventional credit derivative markets and provides the trader clients with more
20  outlets, greater liquidity, and more efficiency, all of which can help lower transactional costs.
[0048] The standardized interface may comprise software components configured to run on
or to interoperate with the credit derivative authority 102 as well as client software components
configured to run on the terminals 108. Thus, the credit derivative authority 102 can work in

conjunction with the client software running on the terminals 108 to format and display



is not acceptable to the other party, then, in step 406, the credit
derivative authority 102 may present the other party with the option

t o proceedwolzbodides7ot her party declines, then the WD pCT/US2008/074186
2009/ 029571PCT/ 11S2008/ 074186 - 12 - transaction i s not consummated.
If, on the other hand, the other party is willing to continue, or if

it is otherwse determned in step 404 that the trader client is able
to transact, then the transacti on may-jaroceed. [0052] The trader

client may indicate a willingness to transact in step 402 by

i ndi catl qgfo?m&i tb Itﬂerlgﬂl@lscshem n@ﬁﬁﬁﬁﬁmﬁlﬂgnnte?ﬁrlmo?&%%' xg}u gro}ﬂ\f th@tr%c@?chents
new position or y|n catin I'ngness to negotiate wt

other party. Jf the i.catjion i 402.1 s_an hen

ot her partt.”g/ém%]%aI glalhso 1 SR {Plf’l tsaneogvdélm 1{1‘ “Phre? acggd%%EEaélsaﬁEmfs éertam
credit derivative autho e indi.catign in 402 is of

a wil | i ngfiédss ¢ EH'B‘@%% ?Q&%Ma‘ﬁ%ﬁzﬁdﬁﬁte AeredsHissrd e iy LY 1%t h each
other in step 410, be descrjbed in nore detail below the
negot i at i[B%#ls Bl(éfzekse?bﬂ%)” sherbilsipting ap racaplayRiperss & fasilielinge Fansgtion
the credit derivative authority 102 of System 100. In an alternative
enbodidmeivithip fygem HOO or afarpilay qndine tiadigp cxstes. dhoupracessdieains in step 402 with a
transact in step 402, the trader client may call, or nmay be contacted
by, a br dkéer dipsb ridigagidg wi dolsire he transedli fordepmypket im@smhm ian ypd&d pesition
negoti ate and reach an agreenent on the transaction. In certain

enbodi nentsjvedifroacthenggeahil.i Bor iagajcasthe tedar clira dnadyusa it stangrpdizddddterface
15[ 0053] Once an agreenent is reached regarding the transaction, the
trade mayo hedicktenaesi@odntaaied. nlfeembodiBépwhch2the @tdditaferiVdtfe authority 102
i nformati on associated with the transaction nay be stored by the

credit dgtdewakiNe iRlidafion,! it YndhOdetbrlife tReEatHad al¥ahe hddr Elfent @RlrakdaPBoPthe
substantial real-time. That is, the information may be stored while

it pagsesshrekedandif @Mtl@tmnmt% AR! %%?ed@tﬂﬁnbﬁi%ﬁ]ohﬂﬁlm&érﬁnes
and credit derivative authority 102. The credit derivative

aut hori t Ya ga(azonni%ntngtg &&Q@E thE Iagtlabﬂfﬂ(:fbm}{e%r meqﬁl?%ycqgnttﬂ%ltc%ﬁlgta&gegﬁé to

clients, aga|n|n Su stantla real-tine, I1n ste

transactign i Qrmat si zing [0054] In another
enbodi msnfansacplg lb%qf) }fEAtHér%alt%[/ corrpl etion of the transaction, the

r t ho 1 r r cl nd/ or
f hgdloi hgﬁbﬁit a'{f‘ﬁ cf[ltr%?vz?tlzve mz}{‘k tis gB ateraF mark%td %erta?n Itrgger ch encéé Icl)lay not

wish to deal with certain other trader clients in all, or some, situations, Thus, in certain
15 embodiments, the credit derivative authority 102 may be configured to receive information
identifying traders with whom the trader client defining a new position is willing or unwilling
to transact. That is, the trader client may provide identifying information tc the credit
derivative authority 102 that includes andfor excludes certain traders as potential
counterparties. Depending on the embodiment, the identifying information may include the
20  names of certain trader clients or define characteristics of acceptable (or unacceptable) trader
clients.
[0051] In one embodiment, if the credit derivative authority determines that the trader client
is not acceptable to the other party, then, in step 406, the credit derivative authority 102 may

present the other party with the option to proceed. If the other party declines, then the



WO 2009/ 029571PCT/ US2008/ 074186 - 13 - desire to upsize the trade,
that is, to increase the notional amount of the trade just conpl eted.
At this powptyodamdrparties to the trade nay be given a6/ rNse
request a trade of a |larger notional amount, before knowi ng who their
trading partner is. Upon determi nation of the |argest notional anount
agreed upon by both parties (anonynously), the notional anount of the
5trade may be accordingly increased i+l2step 416, and the trade may be
conpleted at this increased (or "upsized") notional anmount. [0055]

The vol ung, ,upgi, isrlﬁ)t 9&{51)1919‘151[933/ hb%n mﬂérqfa% tﬂ@&ﬂelapa @sd\gﬂliﬁést.ioec% tinue, or

desires to trade noti ona armunt that is greater t tan

or def au'lE tlt 18,0 Lfﬂe w1se ciytar k! X 1{1 ead-%ﬂrs 81 g'leht?as ;['aptnlttls? aﬂpkto tr nsact then the
intention tra nore St anhdar t am)unt

because 10 thi.s can re# |n a lower price for the credit derlvatlve
or ot hervﬁa'geacgﬂlewai’ﬂg’cﬁ cing thereof. Thus, if a default trade

anount is és mllion shares and a trader deS|res to trade 30 m.|1l.ion
shares, ti&Ar adls trodar cligptiagy glfi}?ﬁ'ieya %{%Ué’é&?ﬁfs fodrangact 1 piFR 402 by drdicating a

Wth the vol unme upsi zi ng process descri bed herein, a trader desiring
to trade vllingnese (¢agcrpiriAe tosmp asociard avithrteipew gesitionen kysindigpting mydlingness
that notional amount without making the market aware of his

i Nt ent i ortp negrgiabyithl Bwwitrer gany.nl thhindicatioreinoftep® is pedédepragd, eenitheeother
[0056] FIG 3 is a screen shot illustrating an exenplary nethod of

di spl ayi narta magdueastifitd) inpep 268 oftthadeeptanca byahalamdie devitativanuthority 102, If
enbodi nent of the present invention. Field 802 indicates that the

ori gi nal thé Bdeation Moy €021 of A Willthghedsit® nedotiamDihsh tisgiMiesi ray-h&otate with
806. In this particular enbodinment, the trader client is given a

predet er rdaaekherRURD 490. 1Ais RBI1HE dERBPEI héke detail below, the negotiation is preferably

10 aided by the standardized interface and the credit derivative authority 102 of System 100. In an
alternative embodiment, once the trader client indicates a willingness to transact in step 402,
the trader client may call, or may be contacted by, a broker associated with the credit derivative
authority 102 to negotiate and reach an agreement on the transaction, In certain embodiments,
direct negotiation as just described is not supported.

15 [0053] Once an agreement is reached regarding the transaction, the trade may be deemed
completed. Then, in step 412, all of the information associated with the transaction may be
stored by the credit derivative authority 102 into the database 104 in real-time or substantial
real-time. That is, the information may be stored while it passes back and forth between the
parties and between the parties and credit derivative authority 102. The credit derivative

20  authority 102 may then update the information displayed to the trader clients, again in

substantial real-time, in step 414, based on the transaction information.

Volume Upsizing

[0054] In another embodiment, upon the settlement or completion of the transaction, the

credit derivative authority 102 may prompt the trader client and/or the other party whether they



20 the upsize pronpt, which is 20 seconds as shown in Field 804. The
trader client may then elect to increase the 4rade to a higher

not i onal awouwndobys7aCct i vati ng Buttons 810, 812, or 814 mapesoisigs196
the desired size of the increase, or the trader client may indicate
no desire to increase by activating Button 808. If both parties
agree, the trade may be upsized to the notional anobunt selected. In
anot her enbodi nent, the upsize pronpt-1fay repeat until one of WO
2009/ 029571PCT/ US2008/ 074186 - 14 - the two trading parties no |onger

wi shes t cﬂe's’ifbsfozlﬁa’sggtthev\@é thgffsnfo ﬁl&‘éasjeq Ifcdon ngfgﬁfli’éﬁt ag{h%qgtdﬁ@.@tpcc%{pleted.

both parties can be tra et anot er e Ift

parties bgth. cho s SIZ but 0 the sgie..nat Lona u

the snal @rtﬂ“fl"’t“h Bochepaitley 6 Y P‘}fﬁou B &€ ‘éc?tceé“"e \ rﬁ%“et"éa g‘%g%g%f“ i
agr eed- upon tional r|n Base

Trade( ) Holiows AmAAl PEEhEOgRe ﬁ&%ﬂ@ﬁﬁ e, Bt 1%1a90§‘é§ﬁt66‘8§]8??1b88 the
thus far as being |limted to count arties of a conpleted trade,

such | i milfgest Bﬂ“‘?FéﬂlaIB‘é”qt 88155 EPogy ﬁ)@ “?‘Fﬂ”@ﬁ’@lﬁﬂgp otigral amount of the
generally referred to as "volune clearin an online trading system
may cdusdrage phay b¢ |a§gpr@flg1wrlaeréaseé|meﬁ%ﬁps4?63 A oy rierde Igan by gempleted at this
financial instrument (e.g., credit derivative) at 10 a predeterm ned
price | evedreasedi(oni oprized?d ngtipnaheomitre wi ndow. [ 0058] For exanpl e,

when there is sufficient activity in a particular credit derivative

as det er f0sd eThdreslulny updizing ppritinngayshesbaneficinl blent shieadeaclidne desdes &, trade a
the trading systemmay facilitate a volune clearing of that credit

deri vat i \nwetib@s ethodfit {hasisng@siter B ilid $taddand e dghaile emoliit. OUE YAl Wiraddi€ @re
the credit derivative has been traded, trader clients (including but

not |im teehetotiifekd iMEhtiinNa kradOmbiahfpmht k@fdard of iEanGRIuat Btbvi Belehse
may be invited to nake bids and/or offers on that credit derivative

during a fislead (Bl it RAeR émcéf aSRe Ualhe deifiaki%e bPoBBHHILIRA! e bALE Hcfeor.

the notional anount esire to buy or sel Once the ti
expires t e r
oo, A, FEabon Sy e R

simlar éﬂg%‘] tﬁ‘mhﬁgr Swill %9% 161?4 %rﬁP tBerﬁ!dIe tﬁ% t%des W:'thathé vgl%%e upsizing

conpl ete Ice can olnvite

process described herein, a trader desiring to trade a large notional amount of a credit derivative
can trade that notional amount without making the market aware of his intention, thereby
15  maintaining the value of ‘his credit derivative.
[0056] FIG. 3 is a screen shot illustrating an exemplary method of displaying a request to
upsize a trade in accordance with an embodiment of the present invention. Field 802 indicates
that the original trade is completed in the notional amount shown in Field 806. In this
particular embodiment, the trader client is given a predetermined amount of time to respond to
20  the upsize prompt, which is 20 seconds as shown in Field 804. The trader client may then elect
to increase the trade to a higher notional amount by activating Buttons 810, 812, or 814
depending on the desired size of the increase, or the trader client may indicate no desire to
increase by activating Button 808. If both parties agree, the trade may be upsized to the

notional amount selected. In another embodiment, the upsize prompt may repeat until one of



participants by listing the trade in a "Volunme C earing” display.

FIG 4 is a screen shot of an exanple of a Volume C earing display
show ng crwdizbooflesssyati ves that a participant can tradedaoidiazo98s
represents credit derivatives that are available to be traded and the
correspondi ng prices. Colum 904 shows the tine remaining to trade
that particular credit derivative at that WO

2009/ 029571PCT/ US2008/ 074186 - 15 - pridce | evel. For exanple, in the
first row, the credit derivative Comrerzbank (CMZB) is avail able for

trading 3 fvd [rag’ ﬁ :;uitiésg ng%gﬂgg R/?thst o 1@%&%) atf \gﬁlﬁﬁ ?&npﬁ'%tlar;q?stsa%gﬁpfgreed

Participants are M on Criteria whi

‘their desire. t rade tha deriv tlve acenen f.a
bi'd | o R by BefiiAffesaa be Bhe, T L ng Rk Efbodincal. gt Pai‘“i"'éﬁ%ﬁ‘t chibose
trade session 5involving the trade derivativ ‘%H?GO FI.G i S

exenpl ar y° SBHEHE RS tot”ge Mg ameuitte ﬁé’éilaﬁ%r edRoaRtipHA é@@'é‘t‘%tfﬂecwd
participant can participate in volunme clearing. Field 1002 shows the
credit depankettakes agthy agredpppr Botional ¥nygl.ng traded at. The

partici pant can select Button 1004 and enter a notional anount into

Fi el d510(¢plningClépsingol : dde(séredit derivative, or,
alternatively, the part|C|pant can 10 sel ect Button 1008 and enter a
noti onal [8#Fnt White dhé-iveluthe 1psiBingheptioh éhasl st desciibedsibig far Bademgdémitédsto
then placed by clicking on Field 1012. The vol une clearing or vol une
mat chi ng cohmcipartehofn dompletda. trdlemaych Henitatipo prayutte wiaxddw tdnatvednThrough a
appear for a predetermned tine period and may di splay a count-down

cl ock t o predEd derfeflyueeirel Ot AAL60LinaTElearbng,'ehii ohlindbradige apsteh dfdy cause a
Al ternatively, the volunme matching wi ndow may be a part of a |arger

spr eadshggtral®y of BaddrcAeitd & MEhRLM sty Rdde GAhab@alNh@Rinic@hiead, crdditihvtgse) at

di spl aying other visual alerts, or generating audio alerts during an

ongol 199 \QhiiiReriihiRa ghefgleaasdaa%utzp&%td B:kShnddie set tine interval

has expired, th ers can led according to the priority of
th t gl t
fofl g\?m'r ngﬁbs‘%g” For E&@w@ﬁ% %&hﬂg&s‘r{e %fsltlgfir%?etn@%éﬂggﬂeﬁ & ﬁfc?l%lf tc%’eﬁi[tgdcitnb&we as

recent tigde uios ‘?1zeb) L R e tttgm iR

cl earing sess on; e ne y ¢0o€s

who are in ol sel ri.or ueues at t

0 e e HEL i Sk hﬂﬁéﬁi ﬁt it Tsbscoilp e e b Sverview,
prioritized on a flrst cone first serve hasis. [Q062]. The orders are

t hen nat AFEY heo Topit idRTivativahasmbean 4adqshdeds %lleﬁFSd@’i“%“ pe PHEnAtGhRIte] jQ, the

of the counterparties. By doing so, the nunber of trade tickets
generlat edriginahteiingarpastes inrtbe completed trade) may be invited to make bids and/or offers on

that credit derivative during a set time interval. Those who desire to participate indicate the
notional amount they desire to buy or sell. Once the time limit expires, the trading system
determines which participants can trade and which buyers actually trade with which sellers, by
matching similar trade amounts.

20 [0059] More specifically, when a trade is completed, the price can be offered to invited
participants by listing the trade in a “Volume Clearing” display. FIG. 4 is a screen shot of an
example of a Volume Clearing display showing credit derivatives that a participant can trade.
Column 902 represents credit derivatives that are available to be traded and the corresponding

prices. Column 904 shows the time remaining to trade that particular credit derivative at that



WO 2009/ 029571PCT/ US2008/ 074186 - 16 - the matchi ng is conpleted a
trade ticket is generated and each transaction can -be conpl eted

siml ar towbhepomswer descri bed above for a single tractq;mﬁga&ﬁ@];.ugde
6 is a table showi ng an exanple of how trade matching works in a

vol ume clearing session. In table 1102, there are shown four buyers
and three sellers with their 5 respective orders listed in the order
of their priority. In matching table -1504, Buyer 1 is matched with

Sel |l er 3 because their noti onal amounts match. FurthernDre Buyer 2

tch S h
e T e R A L e sp@?f% s

Buyer 3 havi r over r.4 i.s fir W th S N
S'hce SelvEit: Bt g Ohte g SE%‘%EMO%E’W%’ giehlls Yehis, Eipnty are
not i onal anoynt of 10Selle rder is available to Bu .. [ 0064]
Anot her riBYddasd OéJs“srft@‘?ﬁ Wblc%rfi Hﬁ%"?‘}"et‘tf (i desite t%IHF“# Giga 9‘% ﬂn‘i?éfg“"ﬂ stich
clearing session is to assign the highest priority to the original
buyer ands@Hcgnemef 3bid igthe @weaeeadgﬁeewe o @leceisny iR 3 bidgpjageqen(irgds segsion
original buyer and original seller if they change sides (e.g., |
bought orintdiengthediadaierivative t hat caused a vol une clearing to occur,
and | now wish to sell during the volune 15cl earing session), and to
assi gn t Hé060&xt Fiti. ghé&san premplatyysceaseet om illusgate amkictigd npf whith an interested
participants' price support and/or depth. [0065] Price support can be
cal cul at gdrtR$pahotdnsticifald inTwemé blearsigm KieldalloD2 vldwsochp ktedt detipgive tand the
hours for each participant, for exanple, in the last 30 trading days.

Valid pri e&blEJBé?iﬁ% tAQed &, The hv@cipuian s€ibctButos 1004 anthdnedt anfotieRs addolnt
di spl aye on the electronic trading platform 20 Prices are

consi der agto\bi dodd, that R ki ikl Qe RaflRb@L B BRSANVESZ IR Ghr@fpehibenn

best offer of an” of is wthin a pre-déterm ne

t hr esipol d.Qf; ﬁmgog)bfogss aml%n&:fr t&%og?yamo&aa 1n@?i§lcﬂhélm&ltlgfcﬁ&ﬁgst & {iOMne

st to wor nuneri c scores to the ran
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conti nue partl CI pants nave been assi

window shown in FIG. 5 may be a pop-out window that only appear for a predetermined time
period and may display a count-down clock to remind the user how much time is left to place
an order. Alternatively, the volume matching window may be a part of a larger spreadsheet or
15 trading screen that can be highlighted, flashing, displaying other visual alerts, or generating
audio alerts during an ongoing volume clearing session.
[0061] After the set time interval has expired, the orders can be filled according to the
priority of the participant. The participant can be assigned a priority in the following order: (a)
the highest priority goes to participants in the recent trade whose trading price has been adopted
20  for the volume clearing session; (b) the next highest priority goes to participants who are in the
buyer or seller priority queues at the time of that recent trade; and (3) finally, the remaining
participants are prioritized on a first come first serve basis.
[0062] The orders are then matched to optimize as much as possible orders of the same size

of the counterparties. By doing so, the number of trade tickets generated is minimized. Once



WD 2009/ 029571PCT/ US2008/ 074186 - 17 - [0066] Depth is an indication
of V\/net her a participant had a price in the original buyer or

seller's prQngOygsqpeues during the original (recent) tp@ogsa6/ 00k
as the participant's position in the queue(s). For exanple, if the

credit derivative traded at 20 bps prior to the volune clearing
session, and the participant was in the queue with the next-best bid
of 19 bps, the participant 5 may be ginégen an appropriate priority in

t he vol une clearing based on his position in the queue. [0067] A
priority gcan basedo ithe e su n . depth

r anki ng. tﬁﬁ ﬁ i V&P f%g’%prln%c%’l @%;(eglasrgegglgﬁecalsag aé&l Q%%UBP |°J§ré bgtff)’%l %e ed
and depth.r nkl for 0% on ice support and 50% on

depth. [CGYB rt%a%6WF??“Fﬁ nﬁgﬁ“ﬁ 0%%%?%& ﬁgaccordlng to yet another
met hodol oaﬁ/ which benefits 10 participants that may trade a | ot but
may not 63 HRG- Qb‘ira&'@ki’rﬂtq’\“b% PE@X@H@}@&fthOWnH@C mﬁtéhlﬁgémr%%éﬂ §/V°1“m°

descrlbed myt hol ogy. According to this methodol ogy, the highest
priority dpsEsgtsessidie &t ipimal U tese agmehayr éqqﬁdquygrélanérthreph@II%MIth their
hi ghest priority is assigned to the original buyer and ori ginal

sel | eb i freqphetivectrderydiserddiasthel wrdangpftthar pobufye bl matching, tablhel IdéxBuyer 1 is
priority is then assigned based on the participants ranking based on

t he rankimgehedfwithhgellpad becb@ahtis hotivatl amalntsibaoh ubirtkamidroy Byyer 2 és matched
support. [0069] The ranking of notional amount can be cal cul ated by

summ ng tlich SeiRbeveaiusé hadestional amshan k. Fid@ thd renaghing BrdeBCdodiot irtukch
the |l ast 30 cal endar days. Mre specifically, the cal culation can be

based on dhalynuEhghedlean 6k ispist, BhyeR B gﬁ:tr@ﬁesabﬂeras@er i hanaRtave fike Shth

traded. WMar ket standard size is defined by the systemand is the nost

common s '%ﬁeitfaéln&%laﬁ SOWet s 1£1§§Jth:9{ B&RS 3%%&1‘ e rﬂﬂhé‘ﬂotﬂﬁ@l@nﬂum of

[ 0070] Exanpl es of standard mark sizes may include for exanple:

2009/,§29%LHEGH igORA( ALERHEE puyd, - 1 Traxx Europe & H Vol

[0064] Another method of assigning priority to traders during a volume clearing session is to
assign the highest priority to the original buyer and original seller, to assign the next highest
priority to the original buyer and original seller if they change sides (e.g., I bought on the
original trade that caused a volume clearing to occur, and I now wish to sell during the volume
15 clearing session), and to assign the next highest priority based on the rankings of the
participants’ price support and/or depth.
[0065] Price support can be calculated as follows. (1) Take the sum of ali valid price
support hours for each participant, for example, in the last 30 trading days. Valid price support
hours is the number of hours for which prices are displayed on the electronic trading platform.
20  Prices are considered valid if a bid is within a pre-determined threshold of the best offer of the
day, and if an offer is within a pre-determined threshold of the best bid of the day. (2) Rank all
participants from best to worst. (3) Assign numerical scores to the ranked participants. For
example, score the best as 1, second best as 2, and continue until all participants have been

assigned a score.



EUR 25 MM i Traxx Crossover EUR 10 MM European Financials EUR 10 MM
Eur opean Single Nanes EUR 5 MM [0071] For exanple, if a-participant

t rades 500N 200bv0ads¢1 Eur ope and 80MM i Traxx Crossover i nedings20@at4186€
days, both trades woul d count towards the ranking for European

I ndi ces for volune clearing purposes. However, the data may be

normal i zed before being counted (otherwi se there is an incentive
advant age towards trading i Traxx Europeg-i nstead of 5 i Traxx Crossover
as far as the ranking calculation is concerned). The notional anount

of each t r.ef . ! - rr i .

mar ket siloBotT B E L iRt MR vt 1584 ?f?d%%’l?ﬁ*;éx‘g%%%%%?’%l"or
80MM / s _of over eref .platform. .
count s ( 01t sgptisrisgfleafy %lgm&r%%?%a T4 s el oo o hion n
particip Th|s al cul perfor . the )
count er pég““t fusye(sh nkPrERRP fﬁ?%ﬁﬂ%%ﬁé ¥HEe twgsefjj e Qs rHrAg Ceying
the calculated results, [0072] According to sone enbodi nents of the
present iSBSFE PRshthe| PAFLFIARRYAT IUide apsuscih Bsrericbesblidraidd Wit the Rarticipant
hi gher val ue counted towards the notional amount ranking than other
trade$. Fory toeivla appiepriate prietity in Fhetvoles deaciag drsedivamisrositignin the queve.
four times Market Standard Size (e.g., EUR 20MM on European single
names and0®EIR 1A0WNboy icdtr dxex bEsu,tdopxe)eiman piise coppert deokhg. orl deptheranking.
previ ous exanpl e of tradi ng 500MM Europe, if a participant executed
one tr adeAle&matiQeIyMh @riofityecah hadiasgl ¢ Bdth @rice slppbn @nd ldesth paikinyd, forlkeample,
cal culation may be as follows: 400MM/ 25MM =16 clips of

regul ar - Sozgesh 'r]-d‘eégﬁﬁg JrnAPe s srogkpsh. 100MK2 / 25MM = 8 clips of
| ar ge- magni t ude of EI'raxx Eur ope trades, and 80MM/ 10MM = 8 clips of

i Traxx Cr[mgveli‘nérﬁ@‘i%@ alsd MR a8dignea. atcaﬁ'dﬁgsté &8 MotHer GRUI0RB Ly, GhhiBS b&efits
standard market size traded for this 20participant.

10 participants that may trade a lot but may not get credit for as much price support under the
previously described mythology. According to this methodology, the highest priority goes to
the original buyer and original seller, the next highest priority is assigned to the original buyer
and original seller if they change sides during the volume clearing, the next priority is then
assigned based on the participants ranking based on the rankings of the participants’ notional

15  amount and/or price support.

[0069] The ranking of notional amount can be calculated by summing the number of trades
of a standard size in a given sector for the last 30 calendar days. More specifically, the
calculation can be based on the number of “clips” of market standard size that have been
traded. Market standard size is defined by the system and is the most common size that people

20 will post prices onto the trading platform.

[0070] Examples of standard market sizes may include for example:
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Eur opean i ndi ces have many different (old) series that may not be
current. iwbaswewsope, for exanple, has 5 series (or \/1&1"131]52@@)074136
avail abl e. Preferably, the notional ranking calculation is bifurcated
into one ranking for the current series (series 5 in Europe) and

anot her ranking across all other series (i.e., sumof notional traded
across all the 5other four series). [087Z4] The price support ranking
does not change fromthe previ ously described nethodol ogy based on
price s Ffoobtatnm—an—o t3 kg, thenot+onat
and pri cel{ﬁéa&né;%"rqpc%gﬁk\lﬂor\lgs for each paj @%%Wrmy be averaged. The
parti ci gamtasx &ressbveen re-ranked accordi IE@JH o Mhe aver aged ranki ngs.

Any tie can he roken h\l | ooki ng first the 10 notional ranks and

then t he fpHoRean EIPRGFE ranks of part|C| M%ﬂm have the sane

aver age AN ALs . anpt e NOTUT ONng Support Overaf i
(averaged% %ahﬂg}&lc’geq(?langé%ank B BURS ¥l

[0071] For example, if a participant trades S00MM iTraxx Furope and 80MM iTraxx
Crossover in the last 30 days, both trades would count towards the ranking for European
Indices for volume clearing purposes. However, the data may be normalized before being
counted (otherwise there is an incentive advantage towards trading iTraxx Europe instead of
5  iTraxx Crossover as far as the ranking calculation is concerned). The notional amount of each
trade may preferably be divided by the comresponding standard market size. For Example:
500MM / 25MM = 20 clips of iTraxx Europe, 80MM / 10MM = 8 clips of iTraxx Crossover.
Therefore, the platform counts (20 + 8 = 28) clips of standard market size traded for this
participant.  This calculation may be performed for all the counterparties, and then
10 counterparties may be ranked according to the calculated results.
[0072] According to some embodiments of the present invention, large-magnitude trades can
be rewarded with a higher value counted towards the notional amount ranking than other
trades. For example, any tickets that are greater than or equal to four times Market Standard
Size {e.g., EUR 20MM on European single names and EUR 100MM on iTraxx Europe) can
I5  count double. In the previous example of trading SO0MM Europe, if a participant executed one
trade of 100MM on the trading platform during this period, the calculation may be as follows:
400MM / 25MM =16 clips of regular-sized iTraxx Europe trades, 100MMx2 / 25MM = 8 clips
of large-magnitude of iTraxx Europe trades, and 80MM / 10MM = 8 clips of iTraxx Crossover
trades. Therefore the system will count 32 clips of standard market size traded for this

20  participant.



75 6 [0075] In the above exanple both banks have an overall rank of
6. In the final calculation Bank A can be ranked 6 and Bank B r-anked
7 because wWenkosAras a higher ranking in its notional aoaE2008021186
Vol une C earing Based On Tradable Credit Spread Fi xing [0076]
According to sone enbodi nents of the present invention, a price my
be fixed by an online trading systemfor a credit derivative (or
other financial instrunent), and thenlPnavited partici pants may pl ace
orders (e.g., by specifying desired volunes) to buy or sell the
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Europe) and another ranking across all other series (i.e., sum of notional traded across all the
5  other four series).
[0074] The price support ranking does not change from the previously described
methodology based on price support and depth. To obtain an overall ranking, the notional and
price support rankings for each participant may be averaged. The participants are then re-
ranked according to the averaged rankings. Any ties can be broken by looking first at the

10 notional ranks and then the price support ranks of participants who have the same averaged

ranking. For example:

Notional Price Support Overall (averaged)
Bank A 5 7 6
Bank B 7 S 6
[0075] In the above example both banks have an overall rank of 6. In the final calculation

Bank A can be ranked 6 and Bank B ranked 7 because Bank A has a higher ranking in its
nectional amount,

15  Volume Clearing Based On Tradable Credit Spread Fixing

[0076] According to some embodiments of the present invention, a price may be fixed by an
online trading system for a credit derivative (or other financial instrument), and then invited
participants may place orders (e.g., by specifying desired volumes) to buy or sell the credit
derivative at the fixed price. A volume clearing or volume matching process as described
20  herein may be employed to match up the orders and complete the resultant transactions. There
are many methods by which the trading system may fix a volume clearing price. For example,

the system may solicit and accept a number of bids and offers from its participants. Each of
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include, in addition to a bid price (if buying) or an offer price «if
sel ling), wodesiedvolune to be traded. In one enbodi neitys2bdz@7ikels
and offers may be nmade binding to prevent participants fromentering
false bids in order to influence the market. Furthernore, to prevent
participants fromunduly influencing the market, a partici pant whose
5 bid price is net, that is the bid praoce is at |east that of the
fixed price can be prohibited fromselling during the volune
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If the average is 15 between the offer and the bid of the | ast

This filtering step (1310) may be helpful to exclude outlier orders and/or those orders that were

intended to unduly influence to the market. In step 1312, the average is computed by averaging



WO 2009/ 029571PCT/ US2008/ 074186 - 22 - [0078] Enbedded in the md
fixing nmethodology illustrated in FIG 7 is a nore typical or -
preferred wahosghormt (1301) involving the process brancikcfis2eis®pHis6
1302 through 1318, which essentially calculates the fixed price from
a plurality of bids and offers that cannot be paired up to create any
tradabl e market. The absence of any tradable market may sinply be the
result of 5 dealer subm ssion. That i<1-none of the bid prices
received in step 1306 crosses any of the offer prices received.
Al ternatiyehy,.: bsen f: r J t e : u

agi tlhx bid rﬂﬁc& %i (ﬁgerﬁarnc%géﬁ Fheargl%%gﬁgr@ﬁgr? IH%{HP, elﬁ%ﬁ%r%&zst lév%ere a

of discarding or “execu a e mar I'n connection w

1310. That,is,.the.first seguenc bi tices may be ¢ ared with
Lhe. secomaByioReiis S o § Piludor SibBicer S PilemBre SFRRRE e bs'hter
where a bid price in the first sequen is equal to. qr greater than.a
10 cor r eORBERYCBES ‘éfi‘efﬁ F?‘é’eblﬁtl H“‘E%aé‘dé’gfgaﬂ’aceslé geroHeEd ?Crffe%b\ﬁﬁ’ Pas p vsighted

bid and offer prices is tradable, those two prices may be di scarded

or a tradecies whereesash bid arigtatndholfey Rricatis prirpeedbapidon A ForesRopding ypime
may continue until there is no |onger any tradable markets {i.e.,

when the spegdinige prgiewent. Bibis prerage iy qalled e mid Sixinge ot d 314 alseguence of
than the remaining | owest offer in the second sequence). Then,

accor di ngnarkets isecreatdsiolnli prnig the kertddongsinchall fidovith e soerd baguerge (Oh offers, so
15 tradabl e) bids and the highest half of the renaining

(non-t r adadlte) highdsebid ad yhdlewditstiee datprisen fakh@arkeoindise sequdnge t wieerein each
hi ghest half of the bids and the | owest half of the offers are kept.

Then, t hesfkéedBipAbdith B1 dndd bh GESr. AN 1326, PEdERENAIA iOMRAIAGSG Wikkther the
obtain the md fixing price level in step 1312. [0079] As to tradable

mar ket s ifloteltehid @R¢RAS the INER SFHEO NS nol, MRSFIRLESleARth HideSt FixBRY: BE adlage
paired up in at |east two ways. For exanple, the bids and offers may

be pajgreg; 4 pm?c?ﬁft&ﬁgiopgmﬁ@g ﬁ% f‘c?pe r} \ @@é,%?é Hﬁﬂce??%‘éjﬁi[r%‘f%m %(dgltat;,ffeirﬂgith the

hi ghest bi'd and OWES orma first t e mar

hi i . | f. dapl .
next hig hg\%qt Blddagggﬁe lﬁlglr%tgﬂg%u%tw}l%\{%&% Ibl 1it; gtr lﬁ%s? Fh@ ogfe} %;d%ﬂ:gl?}n%ﬁl ﬁ% rq] %Oalrket is

mar ket, SO oOn an onger reater t
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Vo 2009/ Otl%e9 g\f?e]lezagg(oy %ZIS)Oi%/a Z\lflelt g bid of the last tradable market, below the offer of the last
tradable market, or between the bid and the offer of the last tradable market. If the average is
15  between the offer and the bid of the last tradable market, then the volume clearing price is fixed
at the average in step 1318. If the average is above the bid of the last tradable market, then the
volume clearing price is fixed at the bid price of the last tradable market in step 1324. If the
average is below the offer of the last tradable market, then the volume clearing price fixed at
the offer price of the last tradable market in step 1326. Steps 1324 and 1326 are used to ensure
20  that a participant is not obligated to purchase at a price above his bid or to sell at a price below
his offer. The volume clearing price fixed or determined according to the process illustrated in

FIG. 7 is also known as a mid fixing price, or, in the context of credit derivative trading, a

tradable credit spread fixing.



- 23 - markets may be flipped and then paired with the sorted
sequence of bid prices, such that the highest bid and the highest
of f er for mye 2hdofosés7ti r adabl e market, the next highest Dbigt@gdoishesgext
hi ghest offer forma second tradable narket, so on and so forth.

[ 0080] Additionally, bid fixing and offer fixing may be used in
determning the fixed price. 5 The basic bid fixing calculationis to
take the average of all bids which remi-n after step 1310. The basic
offer fixing calculation is to take the average of all offers which
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fixing is set to the md fixjng. 10[0081] O her nethods nmay al so be
used to ARl %‘1%“§éesﬁh%lﬁ¥?%f}?§ fropppgalivhet Iilﬁisa%‘é‘s"ﬂ%ésptb@&a t B gaired up
takes all bids remaining after step 1310 and sets all bids greater

t han t he tficepateiany igdeds earket cbhe absesice 9t amy radapletrpasketingpyf siephyde tag fegiplt of
this, all bids are averaged to generate the bid fixing. Simlarly,

al | ofsf erdsaleesnbimidsivg. diheieis, rone pt the b prrces teakised arstepall 306 ofdsses gny eisthe offer
than the md fixing calculated in step 1312 are set to the md

fixing. Africey rebbivhd.s, Aldrhatoklyene abenewy of agedratithlgemekat may the tbé fresult of
fixing. [0083] The trades excluded nethod averages all bids remaining
after stefscidi} bhatecafige kredddld harkethi tdrmhedtioni Wigh tsepgE@r aTkattinethbi fikst
fixing. If no bids are below the md fixing, the highest bid is taken
as the biggfehdd pOLILIPHRW §8y bakbmpit® WaithtBOBCBAD eqaéicelof DERP piebl Qo ideatify
are greater than thé md fixing are averaged to generate the offer
fixing. Ifadife FhiRES Whefe U BRE Bficd Ranhd Qﬁstz&ﬂh&cfe'i%"éagal {er | RMES  than a
offer is taken as the offer fixing. [0084] In the exanples shown, the
m d fiinXi ' g [ r I '
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the md fiXirn rir¢e ih a current O ut'u volune cléar essl1 ons.
WO 2009/ 029571 PCT/ US2008/ 074186 - 24 - [008 G are t tabl es. .
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price level as described above. In Table 1402, there are shown hids
and of f eréehedinbifimsige diy thy st graueRrarif iless dham e rpmaipng) lawesi pater i ghe second
contributed bids and offers are separately sorted with hi%hest_bjds
and | owe$Eawnear s Then saccordimg placeney ambodimgnta o kageesic Balfyiof Hhe trespaining o(non-
5only the top half (i.e., four pairs) is kept. Thus, only rows 1410,
14121514 xerdatdedcbidsaang the bigkesyhalf af thaeemiidingi(semigadables offers inoy . be@issaidegs, In
rows 1410, 1412, and 1414 show bids that are greater than or equal to
t he of f ercher Woedsebolyahe higivsst B 6f the bid2, and ik [oddst halff ¢leesfferaamgiopp 1fn,
tradabl e markets. Row 1414 has the | owest bid and hi ghest offer anong
thi s groupese akdinigg ba\prletd 4nd bffed AREs headabi«el bkt the mid fixing price level in

step 1312,

[0079] As to tradable markets in the dealers’ submissions, those bids and offers may be
20  paired up in at least two ways. For example, the bids and offers may be paired up according to

step 1314 described above, such that the highest bid and the lowest offer form a first tradable

market, the next highest bid and the next lowest offer form a second tradable market, so on and

so forth until a bid is no longer greater than or equal to a corresponding offer. Alternatively

and more preferably, the sorted sequence of offer prices in the above paired-up tradable



10[ 0086] FI Gs. 9A-9C are exenplary screen shots that a trader client
participating in volunme clearing related activities mght see on his
or her useyol®gohédl. The user term nal may be part of Qi (@Yoses1s6
coupled locally or renotely to an electronic trading system for
credit derivatives. [0087] FIG 9A is an exenplary screen shot
illustrating how a participant nmay be solicited for bids and offers.
In the depicted exanple, when the trading systemsolicits bids and
offers, a 15 predeternined time limt is inposed after which bids
and offers
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participants, while in other enbodi ments this anpunt can be entered

by the pa¥ghestgtenform aseeend frdablo gpirkesisq op ang as forfly be entered by the
participant for 20 each credit derivative, and, in colum 1208,

of fer pril8@¥] mapd@idonsilyebiddiximhandsefir érringamaabesesed ot dejerarining gl fid price.
choice prices (where a bid is equal to an offer) and inverted prices
(wher & a Biedasis byt fizane caltdidionan toofakethe avéageoft dilebidd wiich remdin higer step 1310.
subm tting orders has expired, all valid subm ssions by the

parti ci parieshagic effeo Fikimgtcattulayiof hetostylsd tn aaadgaof alx effegrwideh tesnain after step
determ ned based on the valid subm ssions. WO

2009/ 0295818 CTMb300 AL BGilustited in[ 103 F] cablve adRBtel Such tHax ety fixing

screen shot illustrating how a participant may perform vol ume

cl ear i ng.cafdiaBoRSakfstthemdBLAL 0Rfbid ik E@é@tonh@ﬁma@nﬁ&lﬁ;aﬁg PikeWRS! i ehe
orders is shown in Field 1202." Col um %10 shows a fixed price (i.e.,

vol urme c lo?i%'f EQ%F gﬁlblﬁ%oﬂ( 1'9 beB@he Rid ftuﬂﬁ% GhEGHdr fﬂ 1¥§ét kY @1 mid E‘xfn

participant"'s price I's greater t or equa to the ixed pFice 5

iQ?ﬁ”:’O Pﬁﬁﬁﬂﬁ‘t i Qﬁ*gg%[@*hc’h? op PP Bkt AL o SR "ot A iy
2ol um 12 R %?0@&15%23#% rei‘%”“lf F%atfept b R i
R TR %Qéalé%@e et 1 Sip ey St ghar il 6% e

amount to sell at the fixed price, ¥ entering it into the

appr opr i Averagsdeloeessratethe §id iring.o Pimilarky, af offers,aepaipiiecaiter stepdphR ar taken
the participant's offer price and bi d price, the participant may

el ect to aaf@Heffeseess than hayniddixareoeatruladd wrsadi 13 1dard seatq the raid fixaeg. After
fixed price, but not both. Once the tine [imt to upsize orders has
expi rled, this] allaaftéirg dro pedraged de peneamtethpoticessagl by t he system The

met hod of filling the orders is simlar to that described in the

vol une cl{8e83] ngThiesaies bedudddanahocxeepts dlhbids @enpinioy bftsr step EFSithgnack less
to those participants whose bids are 15cl osest to the fixed price.

[ 0089] FI GharPthe nfid Fixm@§rte @BnegdtOthei Uid tisingAlf AQbidhererRfow the niill fiing) tHéMRghest
cl earing session. Colums 1216 and 1218 show t he notional anount

actual |y did ad@reress lﬁe &P Hkihg OfLikelgsd LAWK RS @ﬁlﬁin‘ﬁigt Afes sdgasf lﬁ?ﬂ@ are greater
above. In this exanple, sin€e the participant's bid exceeded the

fixed prigg mkhad @‘&Lr{%' b Q LgeMAs fg%dtg AeCtreh PixHgY 12 ROMEURI &S gRhter than the

i Traxx Europe. e partici

20 mid fixing, the lowest offer is taken as the offer fixing.
[0084] In the examples shown, the mid fixing is used as the fixed price for the volume
clearing. In addition, the bid fixing and offer fixing can be used as a reference in future
contracts as well as incorporated into the calculation of the mid fixing price in a current or

future volume clearing sessions,



20 al so requested to buy an additional 50MM units and successfully
bought 75MMunits in total. The partici pant was not obligated to buy
or sell i Tyweoseodhthdset, but neverthel ess requested to buypciaddybosmhiise
However, this order was not matched by any sell order. Since the
participant's offer was | ower than the fixed price for i Traxx
Crossover, the participant was obligated to sell ITOW units of i Traxx
Crossover. The participant also requested to sell another 40MM units
of WO 2009/ 029571PCT/ US2008/ 074186 - 26 - i Traxx Crossover. Only a

parti al o] uni t f .. Traxx QssoQver val | e. ] ead]

to a tot EPH@ 3 kt/fnoé:ﬁMfet {S%V%gaibfl’)?a lg‘ést“%é‘i‘gl ;glte%‘%g%l L ﬁ%ﬁ@&@ﬁ%ﬁ%@’“ﬁv %qrr’é?p“%‘e
Clearing [0090] According to.s enbodi t f .the present. .

nvent | orf1GNG RRES 16451 1 EebES CPate & APk fhets, af| FRRPpif a0d offers
trading systemmay be to | aunch one_ or nore volune c|earing sessions
for one GOMHGRIES OY SNt PHEFPYH lﬂeT%#eokf@& @efﬂ%tpgwa@ﬁldaé%%c’#%ﬁg £re SeBRIPQELY
during a preceding trading period. For exanple, at or towards the end
of a tradPref &ih hehesthbifly and lowgeti oféere Siys, respepiiivaber Inofccerdapge with step 1310,
derivatives that have been nost actively traded or have seen the nost
tradi Ag iomxthesap hadiy(i.befoyebarsd sdkeporThrs) anterostsdadd O.ng 1 2.4 L4 mpd dAt 6 aedept
vol unme clearing price 10 |l evel may be determ ned based on trade

i nf or mat iionheamd! Hixinpicalcabfiar. Finflby, news o4lladd b iaad ddldvitidw bide Ithao firet greater

selected credit derivatives. Then, buy and sell orders may be

sol i ci t edhahugrieq@alao peadRise Thefteste trowe 1410711410 a0d L deitepratenhe group of tradable
execute trades at the fixed volune clearing price |evel. Wen

| aunched AdrkdchleRERA498 has the sk bidannd Highest dIfeP GRSRg MRY gldtp, Bilehd R 114
as "market order volune clearing” (MWC), or also known as

" end- of - JRY 148 RlafaE I Ng. " 15 [0091] Enbodi nents of market order
vol unme clearing may provide trader clients a val uable opportunity to

cat ChOUpC[p‘éé ¢ t ﬁﬁisr BEGH a%&ﬁ%laﬁ&%&eéh%h?@ l’tl?ag %ttragélgcgﬁw ﬁarfth][ﬁtﬁgiirrll gvolume

hot t est derivat’ive productss, ul il Itiona ra

needs, al at _a.r nabl v .fi.xed ice.level and w.thin hor,t
eriou ordeafthe FekER GERRN bl L oPhis BERE! e RRR At Trd B eI pay, b par
of ti

O e B S o o A BTk Sl B
det er m natb-bSQ?? C)fFIG. 9A is an exemplary screen shot illustrating how a participant may be solicited
for bids and offers. In the depicted example, when the trading system solicits bids and offers, a
15  predetermined time limit is imposed after which bids and offers are no loenger accepted. The
amount of time remaining to enter a bid or offer is shown in Field 1202, In column 1204, the
notional amount of a bid/offer for each credit derivative is shown. In this example, the volume
{notional amount) is fixed for all participants, while in other embodiments this amount can be
entered by the participant. In column 1206, bid prices may be entered by the participant for
20  each credit derivative, and, in column 1208, offer prices may be entered. The system can also
safeguard against choice prices (where a bid is equal to an offer) and inverted prices (where a
bid is greater than an offer). Once the time limit for submitting orders has expired, all valid

submissions by the participants are collected by the system and a fixed price is determined

based on the valid submissions.



volume clearing prices, prioritization and matching of orders. [0093]
FIG 10 is a flow chart illustrating an exenplary method for

per f or m nowgBhdoRkewf der vol une cl earing in accordance WdhyBnRo74186
enbodi ment of the present invention. WD 2009/029571PCT/ US2008/ 074186
- 27 - [0094] In step 202, an electronic trading system may sel ect
one or nore credit derivatives that have been nost liquid or actively
traded during a predeterm ned tine perissod. The predeterm ned tine
period nmay be, for exanple, a trading day (market order vol une

cl earing) half~ tradi ng da m d- day .vol clearing),.one qr_nor

Cr adt ng. HBURR"C iy 7 3R Rfp o eresYnsf Tl naC RN iy oy B Form

tradi ng week (end-of-week volune clearing). That, is, although the .

exenpl ar y’OHEIh TS s HRET ARALR heoprapynd PT80S, Eemalipe &¢ chage QF fPisp orders is

cl earing, the_thin% of vol une cleariqg sessigns may be tlebeI¥

vari ed. P8PWeHsREeldf 282 pfalam 1340 shayes aibiel piirs d-cd slumesisaBng pics) Tqrgreh of

a trading day as the predetermned tine period of interest. [0095]

The sel edhs emdipfdertasivansit the paticipant's did pred iy greatmtdigancereagiugl to the fixed price

derivatives may be 10 conducted according to one or nore preset

crit ebi a.shéweahelipagicipentenivomimd he bupht thhdixpd egent In thiserasd, sl partigpant may

trading systemmy pick a desired trading sector first before

sel ect i nduitlve specifitiah additribnvaAbineest 16 buy amth& kedpriterby\atering itdhtealid agpropriate

pur poses. For exanple, at the end of a trading day in London, it may

be nore prekf f edthiein 1011 TkhEPiEPipaY's DERE Price fsAbwaCthiTihe Flx@a piiBE shdvdl, the

a desired trading sector, the trading system may cal culate a few key

i ndi cat orgartRipaht BYJWe@Ed deiak Vre kxRl plitAdinNG:s e emhe PhrtitPhnteAGFuRh&dbbcify

derivatives available in that sector. [0096] According to one

enbodi neng,, ey, ndi r inglude. L&) i I
D zidtdnﬁ)ngll ¥mb et§ abiprap tﬁ@ﬁxé&gﬂrﬁ, ??xiﬁe)ntng?; to lh A HofIkd BBR! of

amount; (r1i) total nu of trades; not 1 ortal”™ anount
of orgers e yed g g ¢ [ {l% , . M@' h_ are
cal culst SFECIYRS ITRERREA0Rke IRERSREN HielplriohBY ot pafl sl b o S e
t hree key_ indicators be used in the order |isted above. t .
eval uat o PRSP0 Rl et Bomsser ey o duiy SheseGRpyHaive B e fixeg pige, bur
ina set of c egit erivatives. For exanple, the ﬁr dit derivatives d
in a desi®EROGelinse! At P Bpsize,Pidary ok CRITt HHRIRY WPLIYPCS AT RRFTsse
respective total traded notional ampunt. If twy credit derivates
happen t ®YnaS eyitere: sEheemethadiof fillig Ba srdeshisusimilas fethakdesarbed g the velume
- total nunber of trades - will conme in to break the tie. The one
credit deddayng dessribgd #bose,prept drat apnpRly 1oassignediwsthpse pagivikagtsarhwae big are
the other one. The third WO 2009/029571PCT/ US2008/ 074186 - 28 -
15  closest to the fixed price.
[0089] FIG. 9C is a screen shot illustrating the results of a volume clearing session.
Columns 1216 and 1218 show the notional amount actually traded as a result of the trading
activities described above, In this example, since the participant's bid exceeded the fixed price,
the participant was obligated to buy 25MM units of iTraxx Europe. As shown, the participant
20  also requested to buy an additional SOMM units and successfully bought 75MM units in total.
The participant was not obligated to buy or sell iTraxx HiVol, but nevertheless requested to buy
75MM units. However, this order was not matched by any sell order. Since the participant's

offer was lower than the fixed price for iTraxx Crossover, the participant was obligated to sell

10MM units of iTraxx Crossover. The participant also requested to sell another 40MM units of



i ndicator - total notional anmount of orders received - nmay provide a
further tie-breaking criterion and can facilitate the picking of

credit derygabdowess7pn days when trading is thin or nonepgdstidsobiiks

t here has been active trading interest. According to an alternative
enbodi ment, the indicators (i) and (ii) may be conbined to cal cul ate

a single quantity, i.e., the average traded 5notional anount, for

each credit. [0097] The pool fromwhi-gg-the nost |iquid credit
derivatives are selected nay cover not only those traded regularly
online ingthe €l ectronkc tradi.ng St al s se~trad ver. .
the. tol eghns CPSEY Uyt BREaChERMNL ufys 8 LOo chb0REARY Waiabte
vol une cleating sessi Accordi ng . tq one enbodi nent, all European
cor por at &° qﬁﬁgéiﬂaﬁg%@%@4§nWHVmﬁﬁ%ﬁﬁﬁVHﬁ&@"in the pool, 10and top
five of the single names may be selected for market order vol une
cl ear i ng.MpdebQrder,Velugie Clearing

Arkep O PUEKe GANG vol une clearing price | evel may be

det er M nqgydg’ RACIIAE kS CirRLorRE @HnEnt BT iy BHdsUR iSRSk, Mo h§ b hRMa8Trade

;
and order |A?o mati on during the trading %ay. The price de?ernlnatlon

T of ) A8 5 SEPLLIE LR PSS, GRS SRS g

glng / g?% ef_S?SeS%C{_{lIS) "f6r o€ %rlltmgr%e rgéi-t Cd'errll ti%é ![pn@cf)cﬁjrcga Eh'ato ga\(eebcqe'n’ m%)lgtg I}ﬂeu’i(f (51855% a

e nore relevan I'S 10 e price determ na

Accordi ng to .sone, enbodi ts, far each se|ecte redit derivatjve, ..
e pri ComsRUaR ARASE PO e e b T BY oSk Ty Sk GagH e Gl gl Hading
tress that examnes the followng factors: an availabiljty of a Iﬁst
bid, a | &8Y)aMpEper efrcredif derivatives dhat fawehernmagt J6tVAY ek ef have gepn the most
credit derivative; a tinin? rel ationship anong the | ast bid, the |ast
of fer, artdingdntegst may dgeseleried zfera‘ocdvmagfeepﬂ&n nyPPEPTREy lume Flepning price
| ast bid, the last offer, and the last trade, if available. [0100]

FI G 101 deénshenagrbeesassrplinadybaded paitiothe infermation agd/oebidiaffen dnfarmasion rgsociated
clearing price level for a market order volune clearing session in
accor danosthsath obthe sedadiedicrmdinderpftitdse There beptnd sellenddéromay bhieolicited during a
exenpl ary deci sioning process may start in step 1101. In step 1103,

it may beretietepmhined @echevifigit hed thehelaehed ® dxeddie Aadeast thbiftednolume lckating price
offer. In this context, a last bid W 2009/029571PCT/ US2008/ 074186 -

29 - nmay 1bRl.aWRE ladreE&Nit theI¥ndOsIOe radiie H4YY tHi8 Prokésd thaibed@feried ad ayvearket
not filled, and a | ast offer may be a nost recent sell order during

the tradig daMnict@darines MOV drlhR kndwh &5tenloadey | SluBe BR&Ang €CENt
trade transaction that has been conpleted or agreed on during the

t radi 0] : - I . e
or occsy {11} Ehibbdinch@ fraBf bl foifmb Bbrifl Fraf BRvue (BRr Olchely vl i
t 1107 : t i S.ei i.d. I ol -
SCeP, TLOGARRHNE! g AR5 g s Bty RS, B RSt e e
| tt de .of. thi dit i ti to, t fact that.it, h b
ol ect ed Savive Rroph el o Hon! GedtoE reghse ParcafosangFTy Flautiieg S5 e
nost interﬁgt to tradﬁggé during the trading day. Then, in step 1109,
i

the vol urf@they & sharigerig Mfevel may be fixed at the price |evel of

the last trade . ] . i
[0092] Many variations of the market order volume clearing process exist, for example, in

20  terms of timing of the process, selection of most liquid credit derivatives, and determination of
volume clearing prices, prioritization and matching of orders.
[0093] FIG. 10 is a flow chart illustrating an exemplary method for performing market order

volume clearing in accordance with one embodiment of the present invention.



~

10[ 0102]If it is determned in step 1107 that either a last bid or a

| ast offer exists, it may then be determned in step 1111 whet her
there i s awlbastoossade. |f not, the volune clearing pri cecteseedsoniiss

be fixed based on a determination in step 1113 as to whether there is
alast bid. If there is a last bid, then, in step 1115, the vol une
clearing price level is fixed at the price level of the last bid. If
there is a last offer instead, then, i2i-step 1117, the vol une

clearing price level is fixed at 15the price |level of the last offer.
[0103] I f [héod1S fle ' ' : : t LSS ok dacs
may t hen [Bbegdaet jEehr ér%gp;\gd)df| %ﬂ éé‘if}é‘%h ?ﬂaégn%sg%tﬁlgrm%hgee?% ioéé gpﬁlgget(h%%hg Fieﬂli‘%anves
so, then j { 21 jt.1s, determ ned ther the.last hid is _l.ater
ot e ChA TG o ik 7SR Tt B o) Dockined fink el e
vol ume cl earing.pri.ce | evel e fixed at the price |evel of the .
(a5t tr actelr i i asiod malith, 2 ety 4 tnchadsd (it SEE o Bfarine)
trade, then the price levels of the last bid and the |ast trade are
conpar ed 3 hplistadiig day(mif-day pelumgclearinglearp fripers tradng; I@H@r(eeﬁaﬁghwémlumc
price level of the last bid, then the volunme clearing price |evel nay
be agai n d9a%iBg). 8t aRCeHNE dBdingwegek dend-plewpekstolume gleanng) s gt 11 glihough the
the price level of the last bid is higher than the |last traded price,

t hen t he exenplay webadiingopetinee teterrstl tormy “ped-of-sayt] vplumeh elepuings éhd Bmialg of
of the last bid in step 1131. WD 2009/ 029571PCT/ US2008/ 074186 - 30 -

[ 0104] | f violunies cidairey pispienls nmaysheeflexibliOvdriedt Fdrezase iof emplanaionagiie falldwing
but a last offer, it may be determned in step 1123 whet her that | ast

of fer is deadription Will iak®a tiading thyead tAS pretidtadtindd irhdrperlod S irftérade 1 s
| ater, then the volune clearing price level nay be fixed at the price

I evel of [bows]| ashe tsélateon Bf $heePnobid 2uid! br tab®velypsfadaf fctddit Serhvati®fs fbanbe
the last trade, then the price levels of the |ast
10 conducted according to one or more preset criteria. According to embodiments of the present
invention, the trading system may pick a desired trading sector first before selecting the credit
derivatives for market order volume clearing purposes. For example, at the end of a trading
day in London, it may be more preferable to pick European sectors for volume clearing. For a
desired trading sector, the trading system may calculate a few key indicators of trading activity
15  ortrading interest for each credit derivatives available in that sector.
[0096] According to one embodiment, the key indicators may include: (i) total traded
notional amount; (ii) total number of trades; and (iii) total notional amount of orders received
(orders not necessarily filled), all of which are calculated for the trading day that is about to
end. Preferably, the three key indicators may be used in the order listed above to evaluate and
20  rank the amount of trading activity of or interest in a set of credit derivatives. For example, the
credit derivatives in a desired sector may be first sorted in descending order of their respective
total traded notional amount. If two credit derivates happen to have the same traded notional

amount, the second indicator — total number of trades — will come in to break the tie. The one

credit derivative with a greater number of trades is ranked ahead of the other one. The third



5 offer and the last trade are conpared in step 1129. If the | ast
traded price is lower than the price level of the last offer, then

t he vol umeywgle@bghérgr price level may be again fixed at tgephhed74i8yel
of the last trade in step 1125. If the price |level of the |ast offer
is lower than the |ast traded price, then the volune clearing price

| evel may be fixed at the price level of the last offer in step 1133.
10[ 0105] Referring back to the top of t)ge decision tree in step 1103,
if it is determned that there are both a last bid and a | ast offer,

it may then he determned.in step. 1105 whether there is a.last trade,
1§ not, oRRe0 ureL PRt Pl CE P08, RREACE dhrkp Rt dpene

1135 according to a pethod descri bed herei.n below in connection wth
Fle 1o, epiertandefh PR HE Se st Crelf SRl Gt wiRbhEERE B o Hon
1137 whether the last trade is later than bother the |ast bid_and the
| ast 15 Gfisknt bytithegghashegn %}Vﬁﬁ’@d@gé‘&?‘i&ﬁg ”]&F‘Prél@glt%%?“"ﬁﬁ%ﬂ"ﬁé’“ﬂ’ioﬁ]@}fn%tthe
the price |level of the last trade in step 1139. If not, it nmay be

det er m néudifators (i pind {1 mph be isembing tq erdeulate adingly ewetiys L-pothe avpmes faded
bid and the last offer. If so, the volune clearing price |evel may
agai nSbe motbmal haved, foncahepedit1 35 according to a nethod descri bed
herein below. [0106]1f the |ast trade falls between the last bid and

t he | ast [0097¢r Tie peilfonofwhidhinthagpost herid icted2Clenaytiviee ackedetrcradredy taver not
step 1143 whether the last bid is later in tine than the |ast trade.

| f the | asly bt ttaded fielarlly Bnkind B thd@éttiohR thabk sydtaf eut dsieModetadpd beg the
| evel s of the last bid and the |last trade are conpared in step 1145.

If the |&§1E1?]Hdha@€éq WideGRdbS ahd BeE thdRd M bReIoRE VABmE eMelin®lesdiBR. [ASbrding
bid, then the volune clearing price level nmay be fixed at the price

llevel of & Rge kABbdildeRdqI IFur %cor\é&a?e‘)&?%l%%ﬁg Hsi Hé?%@%&?d’ei‘ﬁﬁ thepool,

- 1151. If the price level of the lTast bid is higher than the |ast
trad pr.i ri i i.xed at

tho Pt oaT SpdhRER ol gtE R R L BCREd Tk Y o PBRIBAET T
is later j i h the last.bid, (i.e. . the |last offer is |ater .
han ¢ ne P88 (T fSahBRtoddlfe phtefun oo fimiiey Wby e s
| ast tradg .are co red in step 1147. If 5 the last traded price.is .
vt AT HEe VD OF il PE BRE Sk inbrRaton HER fecrybig ey e price
clearingdjgric_e | evel rra¥ again be fixed at the price |level of the,

| ast tr adteFHingtigymey dallow fwe hsiqprineiplese (A trade PHgRs qoR@in Bpfeeinfqraation and
| ower than the |ast traded price, then the volune clearing price

| evel mayhdsefory xeed more trplevant | han |bad/efferoprigetse apdisb) ghe anorp nresend pthg 1miging
[ 0108] The aforenmenti oned nethod for calculating the volune clearing

pri cd3l evelormationt(eg., r@del bR¥ofies) the mest reletvant itk ththa pocdhdateraprstiph.ar y
decision tree shown in FIG 12. The nethod nay start in step 1201. In
step 12030099] s pAeaddingyto b@neakmbibditnenks.agort éreh diciekbed ecredit hietivenn, theeprice
| ast offer and the last bid. In step 1205, it nay be determ ned

whet her tdeemapheatdmag beessohplahed BY throlgh 5 decilibidtres¥Bt@nsSexialinds akd fddliodhing
price is higher the last offer price and it nmay be determ ned in step
1207 whetf@brst ive alaAabiliB) Of h Jast Bl Tadt difelBort Na GRR dsdsciat@f (@h thd elected
the last bid is later, then the

credit derivative; a timing relationship among the last bid, the last offer, and the last trade, if
20  available; and price levels of the last bid, the last offer, and the last trade, if available.

[0100] FIG. 11 shows an exemplary decision tree for determining a volume clearing price

level for a market order volume clearing session in accordance with one embodiment of the

present invention, The exemplary decisioning process may start in step 1101, In step 1103, it

may be determined whether there are both a last bid and a last offer. In this context, a last bid



15 volune clearing price | evel may be fixed at the price level of the
|l ast bid in step 1209. If the last offer is later, then the vol une

clearing pibGged@y8] may be fixed at the price |level ofpdiaesb@Bbass
offer in step 1211. [0109]If it is determned in step 1205 that the

spread is greater than or equal to zero, then an initial md my be
calculated, in step 1213, as the nmean of the last bid price and the
| ast offer 20 price. Then, in step 12%b, it may be determ ned whet her
t he spread contains an odd nunber of price increnents. |If not, the

vol une cl earjin rice | evel may be fixed at the initi i d

ol cur ar ai i CrBy S eretrg e iingla Bt oo et ot sk iespmay
price increnments, the volune clearing price |level ma degend on a

det er mi nd¥i HROtecapb pelh order %@quhm%ﬁérday it wgs popfifled. oA lagt dyade ¢ a most
time than the last offer. If the last bid is later, the volunme

cl ear i ng Tprent@adediaspactigphaivs besmwmpiet QISErEE o0 Aurigpsthe trading diay be
fixed at the initial md mnus half a tick in step 1221. |If the | ast

of fer is [PHdr, ¥tbkergaaibrethcd dast bidgampt & dast [offer| thergyochts Branahds & stepel 105.
initial md plus half a tick in step 1223. [0110] Referring back to

FI G 20, thewis, it alayribe defegainedion goep HO7 véeeler thas ibadrr déisebidione thsf affer. If
each selected credit derivative, then, in step 206, trading clients

may be i n¢lthech Bt SidoAdt a Sasdreehde exfsay thdde nast Getcebeetr £dist udas iof ahik \eeslit
within atinme limt. Each buy or sell order may indicate a desired

noti onal RAPMIE dul td@etfiadar ittas LB LRLIERS 6h@af B thddf liehd (&Y Ghost Batvely
has been fixed in step 204. The subm ssion of orders may be anonynous

yet bi ndigh@ed 85 oflfS& ihiRd: RDLVERrs) ‘&Dﬁtg[ ih%,traaﬁgmaga%ﬁ,i iH%ﬂatp ﬁgbythé Qllgfﬁlme

his or her own proposed orders but not those“submtted by others.

ﬁgyor der AQn¥@plidALGA nA) e FGEE REET 0 1ILNE of h@HsNiGaYSt €M the order

10 [0102] If it is determined in step 1107 that either a last bid or a last offer exists, it may then
be determined in step 1111 whether there is a last trade. If not, the volume clearing price level
will be fixed based on a determination in step 1113 as to whether there is a last bid. If there is a
last bid, then, in step 1115, the volume clearing price level is fixed at the price level of the last
bid. If there is a last offer instead, then, in step 1117, the volume clearing price level is fixed at

15  the price level of the last offer.
[0103]  Ifitis determined in step 1111 that a last trade exists, it may then be determined in
step 1119 whether there is a last bid. If so, then in step 1121 it is determined whether the last
bid is later in time than the last trade. If the last trade is later, then the volume clearing price
level may be fixed at the price level of the last trade in step 1125. If the last bid is later than the

20 last trade, then the price levels of the last bid and the last trade are compared in step 1127. If
the last traded price is higher than the price level of the last bid, then the volume clearing price
level may be again fixed at the price level of the last trade in step 1125. If the price level of the
last bid is higher than the last traded price, then the volume clearing price level may be fixed at

the price level of the last bid in step 1131.



10 be automatically execut ed wi t hout any further confirmation from
the participant who submts the order, and the participant will be

bound by t{g g0Reskzed order. [0111]1n step 208, upon exRithdhi@dnaks
the tinme limt for order subm ssion, the trading system nmay

automatically match buy orders with sell orders. The order nmatching
may be conducted according to one or nore business rules or criteria.
For exanple, the participants 15 and/gp-their orders may be
prioritized first, and the prioritization nay be one factor in

pai ring e orders. Additional |ternatively,, .the orders. ma
o b Bileq a ettt T LioBaBa el Bl SiBL RSP e
to mnimze a . total n er of trading ickets tq be issued. 112]1n
step 210,d%f°HEmF$ Ay &P n€3 H@e%ﬁn%f“g'@%cf’f%f Iy ater b Hpgdbay ‘géﬁﬂshﬁg‘% i]%éhe last
| evel that has 20 been fixed in step 204 and accgrdin%lto_the mat ched
orders. [t 3] afes then Kesyrdypae gleprany riqe) layal mepyebeetivptdant yhepprieelevel of the last
scenari os and the resultant volune clearing price levels in

accor dandedeint #HephE2%e nlh ¢l laetrtfepfs latee thanabelast tradecthen the.price Gvels 1ok thmlast
be viewed in connection with FIGs. 11 and 12. It should be noted that
sonme Of tdier pnd te lsg drade iagscapipovad iEls@p PR fhvhebesturaded efige tsdowercthan the
WD 2009/ 029571PCT/ US2008/ 074186 - 33 - [0114]FIG 11B shows a table

pr esent i ngice lewsipdfakieylastrodfds,Nentiaé solimkaleatng pridedave] mak lbehgds dieed Mahelpice
clearing sessions. In this exanple, only top two credit derivatives

are shownefepbof RClAstEHIO B3RP NADS5.S OV B §iridd ISRLbPihe 1A oBEHist o@Bs thas tIRNRst
timng variation, the searcﬂ of the
traded price, then the volume clearing price level may be fixed at the price level of the last offer
in step 1133,
10 [0105] Referring back to the top of the decision tree in step 1103, if it is determined that
there are both a last bid and a last offer, it may then be determined in step 1105 whether there is
a last trade. If not, the volume clearing price level may be calculated in step 1135 according to
a method described herein below in connection with FIG, 12, If a last trade. does exist, it may
be determined in step 1137 whether the last trade is later than bother the last bid and the last
15  offer. If so, the volume clearing price level may be fixed at the price level of the last trade in
step 1139. If not, it may be determined in step 1141 whether the last trade precedes both the
last bid and the last offer. If so, the volume clearing price level may again be calculated in step
1135 according to a method described herein below.
[0106] If the last trade falls between the last bid and the last offer in terms of timing, then it
20  may be determined in step 1143 whether the last bid is later in time than the last trade. If the
last bid is later in time then the last trade, then the price levels of the last bid and the last trade

are compared in step 1145. If the last traded price is higher than the price level of the last bid,

then the volume clearing price level may be fixed at the price level of the last trade in step



nost liquid credit derivatives is focused on trades or orders created
in the trading systemafter 5m d-day, naking the volunme clearing
sessi on efﬁ,gglﬁldg)bgsyla hal f -day vol une clearing. [0115] ﬂ:d\ﬁszﬁ]o%m%ﬁs@
screen shot show ng an exenplary control w ndow through I ch mar ket
order volune clearing may be configured and controlled in an

el ectronic trading system The control w ndow shows various fields
where market order volunme clearing pamraoeters may be changed. For
exanpl e, the market order volune clear function may be enabl ed by

clicking 0.checkbox 1303. | gunch tjnme for the rket, order

Sol ure o1daF i AETEGHERR Sevenas s e i miehdlins s 185° AR igep e the volurme
publ i shing the nanme selection of the nost liquid credit derivatives
(e.qg., T&Fanne ese vl e or fixediat the pricsilerel alohe lapthid in sieR/ 1 4Pso be
provided a |ist of the highest ranked credit derivatives and
checkboxd@107307 If 8ie lpdiadelisnigtenin exe Ithedi theylasilif, @¢e Bictlay effey tlptoethan the
fromthe market order volune clearing. The "Level" col um shows

vol une clleatriadey, then e phiewielhes vhihe laabdifarand edash radmart compdrgd inisiepd 18y, 1f
the tradi ng system according to the methods descri bed above. [0116]

FI G 34 itse lastscdekpriceliotoveh dah tig: [@iee dovehqf] the lastchffep| than thé vdlome blearimgpréce
names i n accordance wth one enbodi nent of the present invention. At

a predet agvel pad a@ibbé fiked 4t e 3¢VQVGY thd)akd tiade 18stépl BOK) LIf @k lpricd Gl lof the
derivates (e.g., Top 5 that have been selected for market order

vol ume clhgacitads 1BWerkRaPUBldse haRdiplicd téBe WoRe1ASing prid®Rvel MG 1 fixed
Nanmes" (or "Top 20 S/ Ns") w ndow shown in FIG 14. The Top S/ Ns

W ndow may ileissite 108 Jrie8a RioeBES e qqlg@d credit derivative products,
their respective terns, ang in?‘orehatlo'n of the last trades. The

i nf ti f t : 10d i i

I ntorm gﬁ‘{hasit tir‘l% déggr%heﬁé&%ﬂ} R cﬂggg&%gpé%mp%p&&hﬁg Pﬁgeglcfﬁ}g%n step

i ncl ude price, ast tra I onal anoun

2000/ Booa b g b dioihe S Pane bRy MecrBim b il 44 gy may
i nvi ion, the Tan. S ' be di spl d ypd il
or edot er MG PrEHoft Fak bt AGPENS Pk SHEQHaRA: D6t SECtF g e ot

session. [0117]FIG 15 is a screen shot showi ng an exenpl ary vol une

cl eari ng %ih hg last Bide I%P?%H@W%‘ée %F‘Lﬁ?wdd”}%?&ﬁé}e BFeae s 158 harpzero.

clearing session in accordance with one 5 enbodi nent of the present

i nvent i odf soTHlas mgpnsdbilagelid paceis higher the tast oifatipsipd andeig msy be Hetexmipey] ingtep

system or nmanual ly opened by a trader client upon sone visual and/or

audi o al d207 whethex the lastbat isddter inetdine tbarthe dast vder. nfyhdolaststhidwnlaten, there the

vol ume cl earing w ndow at the sanme tinme and one or nore ticking

cl ocH$ nmawluneuditarioigwwnict hevel mag be Gred ati the pficr leesltof thenlgstdridier gep K09, If the

flashing or static "EOD' icon next to a ticker may indicate that this

i's a mar ket offede latatOfheithe MdlubhecalEdring paise ThivEllaEyetd fiadded tHerpoide Givbledt the last

types of volune clearing sessions. The volune clearing price |evels

are di sploapem stdpaciii nvited partici pant may enter Buy and/or Sell

noti onal amount for each credit derivative. There may al so be

provi ded (ayoppt PR if QkefinRAl bl PG i uleeepRAial BRaF (8H of Lot (GIRRS then

not get filléd at the first atténpt. That I's, the nmarket or%ler vol une

clearing L.he r I first I .Gl
aﬁ%u@ﬁgg? Pyﬁr}re%‘lg*c'ui;zllteghﬁnfslfe? alr%i LA 'tT%%Qa%%? %hst %ﬁfﬁ'&c %H& Ihe G458 Bffer

vol ume to be
20  price. Then, in step 1215, it may be determined whether the spread contains an odd number of
price increments. If not, the volume clearing price level may be fixed at the initial mid
calculated in step 1213. If the spread does contain an odd number of price increments, the

volume clearing price level may depend on a determination in step 1219 as to whether the last

bid is later in time than the last offer, If the last bid is later, the volume clearing price level



15trading interest (or unfilled oraers) remains. In that case, a
participant may sinply allow the trading systemto re-submt the

preV|ouslmygg&brbﬁglorders [0118] Al t hough t he foregoi Rg1HRSER/PE s
mar ket order volume clearing as being preferably an integral part of

the functionality of an electronic trading system the market order

vol une clearing function may al so be inplenented as an add-on nodul e.
Such an add-on nodul e may 20 be sel ecsbvely installed only for

trading clients who are likely to participate in market order vol une
cl earing sessi addi ti t. order . vol

met hodol By Tt %fdﬁw%ﬂﬂéa@tmlaa% ﬁ@g‘a ey B%Z%aﬁn%faahi%ﬁfég gy the
trading of credit, indices, single ucts, tranches,

opti ons, YAWMGAleariag PEEHIsYElMAYE f@ﬁdﬁi th%l%‘iwém# ﬁlé}e» pelhafickin step 1283 pe
appreC|ated by those with ordinary in the art.

2009/ 02949HI8ET/ UsHonss ek @d1G. 38 ance p rvpkun@rqi@mwnmvcil heg bpegdetermined

[0119] The above-descri bed market order vol une clearing process hel ps

i ncr ease for cadk selottedrersdip fletivasiverdhen, lin gtap d0G.rtendintg dienfsvayi beeinpitesdigetubmit
There is also a need to increase trade opportunities for illiquid
credi 6§ derderaforvihs selsctedh caeglitsdanightiyen avithic hetitng lidef. alkhth bwapr §€D8)deb may
products. For practical reasons, it nmay not be desirable to perform

vol une cligdedid g desed hoticiat hxiodi t@bd irxRd ab g vofun®d diglriag PasE1ewEIShat has been
products. In addition, there is a greater potential for publicized

trades t Qxedfih Wep cR4Si i QrbRAERonCHSoaEY: kxﬁz&y 8BS aﬁ&i%h?@ett Eﬁn@ﬂhgd&st described
i ndi ces. Based on these consi derations, sone enbodi nents of

pr esent t fr d r
PUNGA H‘Hcr R Q¥dn &Jlagz%@vdgwpgéggu@fg iy mﬂo@ﬁ%@ﬁée& Qdes ¥ ﬁcﬁb[hé‘se

set of |II|qU| dit deriv process is referred

10 to as ﬂ)ﬂlﬂl‘e& lbg %E}%lr:]sg \ﬁ? Lrygi%erclls %Qﬁdaﬂgl"ané Iag‘é@ed b?rthea{rfaqné(srwé’éﬂl, &R order may

"bl i nd vo une ¢

10  be automatically executed without any further confirmation from the participant who submits
the order, and the participant will be bound by the executed order.
[0111] In step 208, upon expiration of the time limit for order submission, the trading
system may automatically match buy orders with sell orders. The order matching may be
conducted according to one or more business rules or criteria. For example, the participants
15  and/or their orders may be prioritized first, and the prioritization may be one factor in pairing
up the orders. Additionally or alternatively, the orders may also be matched to maximize a
total executable notional amount and/or to minimize a total number of trading tickets to be
issued.
[0112] In step 210, the trades may be completed at the volume clearing price level that has
20  been fixed in step 204 and according tc the matched orders.
[0113] FIG. 11A shows a table listing exemplary price scenarios and the resultant volume
clearing price levels in accordance with one embodiment of the present invention. FIG. 11A
may be viewed in connection with FIGs. 11 and 12. It should be noted that some of the price

scenarios shown FIG. 11A may be unlikely to occur.



[0120]FIG 16 is a flow chart illustrating an exenplary nethod of
limt order volune clearing in accordance with one enbodi nent of the
present i RygRhdeRRes7L 0121] 1 n step 1602, the nost illi quigdeESelisioraiss
derivative products of a trading day (or other predeterm ned tine
period) may be selected. The liquidity (or illiquidity) of a credit
derivative 15 may be eval uated based on dealer interest in and market
activities involving that credit derinwgtive. The evaluation is
typically done for a preceding trading period such as a tradi ng day

that is t n t he prevjous few tradi ays, 0r r.adin

woek.  acaBFd ng 6 dne' BB b Pret ek ey BRiEe ook it marker
nunber of single nanme CDS products as the subject of |imt, order

vol ume clOB%E VRmedieagng seseiopt| Hy thiggsrammigcondy tipdive credif) depypthiss arpaopsa for
20 based on information fromtheir clients and/or their know edge of

t he crediefchviplopean qquisprfreignsiceipr. 1 §Dadditiera @k pge dnieg variavgy. the seHvh pbehe
to submt their orders for the selected credit derivatives within a
time |i nminost fad gredérdegvidives i forusedh pe thdrserr wpderheareaedvimibio wadihg s ystayo kier
sonmewhat simlar to the fixing contribution wi ndow shown in FIG 9A.
Each Bnvimiddlapaniling thamdlumayclaarihgseskibs effectihey athaif-day velehle ctadeg. s by
indicating a bid/offer price and a desired WO

2009/ 029%F11BET/ U820Q8/ 19 M4 d€en- St shd\vihg QR adxeAFRN Corfitfy] VARG IthidugHe which
the credit derivatives selected in step 1602. A currency colum may

be provi degidiQfdephOdEe Liaffd R 8e 8nflohRdiaRd chriroled tr 4l Bectidhit @A8ine System.
According to sone enbodi nents of the present invention, a visual or

audi o al grhte BRYo! REn &SP LRV atiBud AHICRh&e FRAGY bR ollihBdiend PhrSh&St may
in acredit derivative. For exanple, the line or cell 5 correspondi ng

to a par tbie: %Hil@éd.cf:&chgmﬁ%fe t!hﬁ ﬂ{airl'}/ﬁ? ofBY v&ﬁn@ ngéijrﬂlﬁfoﬁ %gl&rbgr—eé%?%ﬁ lgsgcl}cgjng a

i ndi cate that "soneone e as placed an or

deri %@: i \érg?cé(ggy\é\?gﬁ’ez%{ﬁﬁ%c% t|1r§1 ((r))r_ t %{n%z}r}lgét Bag etra\‘fiogl&geit rr:s_'lg%nolfgﬁs(tjass?‘osn %n%&tbgeset in

si ze _ ror _ 1T evi a e Tndrcation
R TN W AR RN, T T
ot cvent | RS PRGBGSR HSNb LR KBILe 1198 1%) Dol 8o DAL i el e
present ic?e\él(iatndteirige?tiveg ral?c(lj glgecl(zll)oixgg t1?§07rrf%>r/ in?:(laud?nlgI c?rve\e;iglutdicl)lg each credit derivative from
the market order volume clearing. The “Level” column shows volume clearing price levels that
15  have been automatically fixed by the trading system according to the methods described above.
[0116] FIG. 14 is a screen shot showing an exemplary display of Top-5 single names in
accordance with one embodiment of the present invention, At a predetermined publish time as
shown in FIG, 13 (1305), all credit derivates (e.g., Top 5) that have been selected for market
order volume clearing may be published in a window such as a “Top Single Names” (or “Top
20  §/Ns”) window shown in FIG. 14. The Top S/Ns window may list the five highest ranked
credit derivative products, their respective terms, and information of the last trades. The

information of the last trades may be periodically updated and may include a last traded price, a

last traded notional amount, and an indication of whether the traded price was hit or lifted.



specify only a desired volune to trade wi thout providing a bid or
offer price. Such an order may be referred to as a market order. The
mar ket or dgf, ,hR¥24§: t hen pl aced in the order book and td&,RahdslsiRant
agrees to trade the desired volune at what ever auction price Is
fixed in the 15price determ nation phase. [0124]In step 1606, an
auction price may be determ ned based on the submitted orders to
maxi m ze a total executable notional agount. All buy and sell orders
submtted before the tine limt expires may be consi dered.

[ 0125] Accordi ng to sone enbodi.nent.s of the esent inventiqn, th

i co. derBPRIHEA G HITe SOHGA M aHa™ ity TR0 oW B VR BT SPR s and pespred
tree as shown in FIG 17. The decisioning process nay be started by
sear chi ngMfibt Prsesternines tang foy lagnehing the magkey exder wolumg ci5p1RE $¥619DNal

amount and smallest surplus in step 1702. The buy orders may be

sort ed i AOEdendiley 18rigi@rscesen (shek hopdig ahaxantpdary efolunesy elerrengnuipdpe a trade
sorted in descending order of offer price. Order subm ssion tine nmay
be furt hetientsedy ase tdugingr 2akeks, oslac voluhet clearther seswion hinegpsatdanee gah one
will be WD 2009/029571PCT/ US2008/ 074186 - 37 - sorted with the

earli ér sumibatiniead odtidepreteac tiventivg. aThis griedow atly. beThesmatichily dpleel byiyhe
orders and sell orders may be line up to calculate the tota

execut abliRdingtsyaedlor difRUslly Gen€BEYa Paddr@1ikR\Rbn sdifie st /by aQiCaleft. All
nore price levels with the l'argest executabl e notional anmount may be

found. [l efdctelN@Elit ddbivaliRR makOsb shblvn TRYhDRIGRE BEOHin8Sw P tHRQWne time
many price |levels have the 5 (sane) naxi mum execut abl'e noti onal

am)_unt . [aQ&%u lo n'icﬁ'@ rii@ki.h% gﬁfé%}rja cggxﬁtt db{v{a}cﬁe ltﬁ?ef’}enﬁnﬁlﬁjgr g{i‘ﬁegtelﬁ?ﬁ orders. A

maxi mum execut abl e noti o anouht e snmallest s e

auction qfaisl%gg gpytatl?c “éd‘)ﬁggcoﬁtnc&pt%ta t%k'e? S‘la%/ ?ﬁ/cﬁflaté fabhfPs Ja@r%ketpérder volume

10 clearing as differentiated from other types of volume clearing sessions. The volume clearing
price levels are displayed. Each invited participant may enter Buy and/or Sell notional amount
for each credit derivative. There may also be provided an option for a participant to re-post an
order if it does not get filled at the first attempt. That is, the market order volume clearing may
be repeated if a first session does not cause sufficient volume to be traded or if significant

15  trading interest (or unfilled orders) remains, In that case, a participant may simply allow the
trading system to re-submit the previously unfilled orders,

[0118] Although the foregoing describes market order volume clearing as being preferably
an integral part of the functionality of an electronic trading system, the market order volume
clearing function may also be implemented as an add-on module. Such an add-on module may

20  be selectively installed only for trading clients who are likely to participate in market order
volume clearing sessions, In addition, the market order volume clearing methodology for
trading credit derivatives may be easily adapted for trading of credit indices, single-name CDS
products, tranches, options, as well as other types of financial instruments, as may be

appreciated by those with ordinary in the art.



surplus refers to the total notional ampunt of unfilled orders. An
exenpl ary set of order subm ssions, auction results, and order book
data for tghy o is shown in FIG 20 as 10 Exanpl f
mul tiple ﬁ???gﬁﬁggg{s exist with the naxinun1executab|éﬁﬁé?¥gﬁéﬁﬁkg
amount, then it may be determined in step 1706 what type of surplus

I's produced at each of the nmultiple price | evels. Wien a surplus
occurs on the bid side, the surplus igsreferred to as a denand
surplus. Wien a surplus occurs on the offer side, the surplus is
referred to_as a supply surplus. 15 [0129] If it is determned in

step 1706c:imigQrdesNolumpLleariig, p| us exists for the nultiple price

| evel s, the auction price may be fixed at the highest tradable |evel

in step 10119] AnThexahpyedeseribed merkesraiéar wlisng skprdnss progesst hekps ingepager ade
and order book data for this scenario is shown in FIG 21 as Exanple
2. [0130]viofumes of shedmpstrlivivirecredin detepivd pBGlucthaThomliy alsappiepd $eiinplaase trade
exists for the nultiple price 20 levels, the auction price may be
fixed at dpbertuniwesSor tilliqodbirelil dardlatives, sichpasldigde-nine exseitpdedaut setp IDS)
order subm ssions, auction results, and order book data for this
scenasi 0 pr&dusROWer practichiGeasdds, aSminX @dtibk @esdrableQd Bdifdrin vollurhScle@ingrodhsiaehtly
in step 1706 that the surplus is split between buy and sell sides or
there is g0, SbtbPlsétSosinABYaRE ¢DS REdeR. | BY SdditioM, taersBx lag%eatélr g&la{aiaﬁ for
vol une, then the auction WO 2009/029571PCT/ 1152008/ 0741 - 38 -

publicized trades to influence single-name CDS market as compared to credit indices. Based

on these considerations, some embodiments of the present invention provide for a unique
auction process for a variable set of illiquid credit derivative products, which process is referred
10 to as “limit order volume clearing” (LOVC), or also known as “blind volume clearing,”
[0120] FIG. 16 is a flow chart illustrating an exemplary method of limit order volume
clearing in accordance with one embodiment of the present invention.
[0121] In step 1602, the most illiquid credit derivative products of a trading day (or other
predetermined time period) may be selected. The liquidity (or illiquidity) of a credit derivative
15 may be evaluated based on dealer interest in and market activities involving that credit
derivative. The evaluation is typically done for a preceding trading period such as a trading
day that is about to end, the previous few trading days, or a trading week. According to one
embodiment, brokers may be allowed to pick a nuﬁlber of single name CDS products as the
subject of limit order volume clearing for a particular day. The brokers’ selections may be
20  based on information from their clients and/or their knowledge of the credit market.
[0122] In step 1604, trading clients may be invited to submit their orders for the selected
credit derivatives within a time limit. The order submission interface may be a window that
looks somewhat similar to the fixing contribution window shown in FIG. 9A. Each invited

participant may enter his or her buy or sell orders by indicating a bid/offer price and a desired



price may be fixed at the average of all the p?ice | evels in step
1716. An exenplary set of order subm ssions, auction results, and

order boo 3 ol this scenario is shown in FIG 23 g g
[ 0132] Ref L I%‘%’“ ack to step 1704 in FIG 17, if it IO

that none of the buy and 5 sell orders touch or cross, then there is
no price |level at which trades can be executed. In that case, it may
be determned in step 1708 whether thege are both buy and sell orders
in the order book. If both buy and sell orders exist, then no auction

price is set but a volune cleari price may. be set, jn st 1718, at
the aver a{’QBOIEr”E IQENHQE O% PHMSFS %ffe]t%SHEtht%HBéé‘iﬂs S?SIF“é"rd B’r%t%ﬂafgo&- | YHENCY
clearing session may then be | aunched at that averaged price |evel .

An exenplcaiynsipy bg provifled farogedieissapyfe of Heding BnmplEigle quirencigry Ayscgeding to
book data for this scenario is shown in FIG 24 as Exanple 5.

[0133] | f spmejamnbpditesntd AE dheapresané pnvenad), t #h yisudi erthaydid glgrtomay dke| ergpleledsto
do not exist, then, in step 1720, no auction price will be set and
no vol umenditaearcomgrses ghding witetestbm b aaredih delrivabine.e xEorpéamples ghe dine or cell
order subm ssions, auction results, and order book data for this
scenasi 0 cofreshordioywo h paftictlar 2adia defx@ing ntaythe HigHlRAledar fRishing tdémdicate that
illustration of how to determ ne the auction price, a nunerical

exanpl e isBiiebne dig Hek ?plabélﬂktﬁoﬁ&%"ikthlt cr@hllerative. . HEMVr, Blerd S 1 vierl detail
FI Gs. 26A-C. [0135]FIG 26A shows order submtted by Banks 1-6

respect i \@lclose£ACH @E IBE OP?H&Qoﬁ-hE Retfer order.Piidis YelidRd Qhdt She ARSI other
i ncluding a notional anount ("Size" in mllions) and a price ("Price"

20 00RO A e, U, B Vi e
208, SO BE ] g M SRL BRSO EP MR T AR Hen
o " S SR P s AT el LT o4, doun 0 90 A
[0123] In one embodiment of the present invention, trader clients may be allowed to
specify only a desired volume to trade without providing a bid or offer price. Such an order
may be referred to as a market order. The market order may be then placed in the order book
and the participant agrees to trade the desired volume at what ever auction price is fixed in the
15  price determination phase.
[0124] in step 16006, an auction price may be determined based on the submitted orders to
maximize a total executable notional amount, All buy and sell orders submitted before the time
limit expires may be considered.
[0125] According to some embodiments of the present invention, the price determination in
20 step 1606 may follow an exemplary decision tree as shown in FIG. 17. The decisioning
process may be started by searching for price level(s) with the largest executable notional
amount and smallest surplus in step 1702. The buy orders may be sorted in ascending order of

bid price and the sell orders may be sorted in descending order of offer price. Order

submission time may be further used as tie-breakers, such that orders with equal prices will be



WO 2009/ 029571PCT/ US2008/ 074186 - 39 - noti onal acrmunt, t he demand
surplus is zero, and the supply surplus is 150MM Therefore, the

total surpkySedofzdshe sum of the demand surplus and the WMS’“ 4186
surplus, 150MM Simlarly, at 64 bps, there is 50MM tradable, t?le

demand surplus is zero, and the total surplus is 50MM At 60 bps,
there is 50MMtradable, and the total surplus is 50MM At 40 bps,
there is 50MM 5tradabl e, and the totalgysurplus is 50MM At 30 bps,
there is no tradabl e notional anount, and the total surplus is 125MV

[ 0137] Based on. the order ,book shown in FIG  26B, the auctio ric

oy b 1 S0 Vioh SR OB ARy THSeane SR LBy orders and
noti onal amount and m nim zing total surplus. In this particular,
exanpl e, Selherdssapyy leer#@élpptpi%gula@\fé? total expcutably natigngpninyat at caghpriqedeysl.
to the same 10 tradabl e notional anmount, 50MM |f these three |levels
caused t He asigrmdt, apfoernore Prieolentls with thedargestsesrutahlediotienal gmppntgesyebe found.
enbodi nents, the nedian price level (i.e., 60bps here) or an average
of the tHPE®]woulldnbm st d &P, as mahdealetsringred pis i te dholvemehy, paed ksels dave the
| ast traded price exists. If a last traded price exists, a price

| evel 5c| gs@sd nta@inhine eteastable madad] pnowe. may be chosen fromthe three
equally viable prices in order to mnimze volatility.

15[ 0138] lRefam r i g tHeacik ektlylote phifs e @itat Als @M @laxu ek &atabRS10H664 amount
determned in step 1606, a first subset of the submitted orders may

be executyg it smiali@stl shxheh, MeChicBOn PFibS Bray HREiel M8 that Phs€level inOfflL1 10, A
are those executable at the auction price and nay be matched t

(0]
mnim ze b he,t QfN () eiEPRkal %ﬁ&g@%@hp KLt S babs. TA@F&%ﬁmglﬁfév geﬁ f order

executed at the auction price between counterparties wt

offer pr iSﬁ&ﬁiSSSﬁ@'au&t%noerSLﬁé} Ll o}dﬁﬁﬂoéﬂ‘ﬂa@%} lh?sn sé%!ir?oe is ﬁ%ﬁﬁ’.rﬂi 13 1% t29 as

10 Example I.

[0128] If multiple price levels exist with the maximum executable notional amount, then it
may be determined in step 1706 what type of surplus is produced at each of the multiple price
levels. When a surplus occurs on the bid side, the surplus is referred to as a demand surplus.
When a surplus occurs on the offer side, the surplus is referred to as a supply surplus.

15 [0129] If it is determined in step 1706 that only demand surplus exists for the multiple price
levels, the auction price may be fixed at the highest tradable level in step 1712. An exemplary
set of order submissions, auction results, and order book data for this scenario is shown in FIG.
21 as Example 2.

[0130] If it is determined in step 1706 that only supply surplus exists for the multiple price

20 levels, the auction price may be fixed at the lowest tradable level in step 1714. An exemplary
set of order submissions, auction results, and order book data for this scenario is shown in FIG.
22 as Example 3.

[0131] If it is determined in step 1706 that the surplus is split between buy and sell sides or

there is no surplus at any of the price levels with maximum tradable volume, then the auction



20 one enbodi nent of the present invention, the orders may be filled
in the order of.best to worst price. That is, buy orders with the

best bid pghGBopkesiat ched with sell order with the bestc1fd6ds0Pl1BE S
and so on. Wiere there is nore than a single order at a particul ar

price level on either the buy or sell side, the tinme that the orders
are submtted nmay be used to break a tie, with an WO

2009/ 029571PCT/ US2008/ 074186 - 40 - eawlier submtted order taking
precedence. At the end of step 1608, a maxi mum anmount of orders wll

have been trade n the ]ln an actu

Feal -t mrst 867 Po e o Eprtres LAl rEe ek e My st o) S5t e
determ natj on and aucgtion execution phases) w || take very I|ttIe

time to CBWBISEPRS 2R TR 8n¢ LB PR d2G b fimicaiary i veeldstibh 23 as
may be | aunched at the determ ned auction price to fill a second set

of order £xample kecond set of orders may include a second subset of
orders submtted in step 1604 (the order subm ssion phase) but remain
unfill ed [8132 he Referiog batlety std0l04 TnE1G@.FoHdt saletephingd thet soneegf the buy and
further include additional orders solicited frominvited participants
duri ng anell beterd tongit @d-ross nber dreraoid no Poicg G404t ihh (t8les samabesexeaged. snothat
showi ng an exenplary volune clearing window a trade client my see
during t hesepitdady uderardisicann pBp s 20P«ha@hdritharé a@bder buyodndrsell etdeayin gk order
session. As shown, the trade client has submtted a buy order for

5-year - t @bk SiMofibe; dnd B0 vRIFREK i Ahed) nBducBodphleE k@& DuPi val8mBRfeaMhg Price
a desired notional of 5MM [0141] FIG 19 is a screen shot showi ng an

exenpl ar %nz)&fﬂelé@? 1§it@;§[71r89at%@£1&\%g€ of E}é‘%‘%stbl@ H&e‘ ﬁﬂtthé‘%’e)étét?& ﬁlﬁ’é'z@grolumc
t he vol une “cl eari ng phase of 'T"mt order vo ume cl earing seSS| on.

'é‘s y: 2?\’\? S réﬁqﬂ%&ﬁsﬁgﬁ Egy'btgésht %egl%ncﬁ}:@Qtetﬂataavgliﬂgeagérg%rle\;e? Wﬁfﬂy set of order

5- yeeilb ter@m@% auct:lgon rcglﬁts and order book data for this scenario is shown in FIG. 24 as

Example 5.

[0133] If it is determined at step 1708 that either buy or sell orders do not exist, then, in

step 1720, no auction price will be set and no volume clearing session will be launched. An

exemplary set of order submissions, auction results, and order book data for this scenario is
15  shown in FIG. 25 as Example 6.

[0134] For a further illustration of how to determine the auction price, a numerical example

involving six banks (Bank 1, Bank 2, ... Bank 6) is shown in FIGs, 26A-C,

[0135] FIG. 26A shows order submitted by Banks [-6 respectively, each order being either

a bid or an offer and each including a notional amount (“Size” in millions) and a price (“Price”
20 inbps). From this simplified example, it may be noted that there are three tradable price levels

or limits, 40, 60 and 64.

[0136] FIG. 26B shows a view of the order book listing both the limits submitted by the

banks and the resulting surpluses at each limit. The limits are listed in a descending order

starting from 64 and down to 30. At 67 bps, the limit submitted by Bank 4, there is no tradable



[0142] Wii | e the foregoi ng description includes nmany details and
specificities, it is to be understood that these have been incl uded
for purposgs 6fo/089p1 anation only, and are not to be 2CdmiebRiei g
as limtations of the present invention. It will be apparent to those
skilled in the art that other nodifications to the enbodi nents

descri bed above can be made w thout departing fromthe spirit and
scope of the invention. Accordingly, sgch nodifications are

consi dered mﬁthin the scope of the invention as intended to be
enconpasse

iy om atoife, B gr“%feﬁeﬁ% B tac R oty SRenE R RN TRerpfore) the
oot oS tsru%J SR S SEEE AR SLI S g Sho A D pist Ao Similariyg t 64

at | east one storage device for strong instructions and a_processor
coupl ed thpstthee &S fadgble. the derpye ERIFSClS Ze1gr angdhibe totdl sgpiugds SOMM. At 60
instructions, said instructions causing the electronic trading system
to perforbpst ﬂhél‘ﬂslﬁeWMMf tradable, and éheetotdl pyrplsr israldIMI uAl¥OtBpsofherr sdiGMM
derivatives, at least one nost liquid credit derivative that has

ei t heb bemdaulc,aniédhe)totad eephtsiaddMyl.i At 80 bps, thene {she teddeble motiomal hmadhtngnd
systemduring a predeterm ned tine period; determ ning a vol une
cl eari ng the fo surplielis F25MNihe at | east one nost liquid credit

derivative based on: an availability of a last bid, a |ast

of fer, oroes7 astBist@oe Hro@ basIechowintih G268, tHe@asdongiiRe MFtoelfixed (ifl FIG.
credlt derivative, a timng relationship anong the | ast bid,

the | ast 2%t§ af 6013?95'%%1&@% thiaPH&dablef no%ﬁ’dl'a%hﬁt an%f]ﬁnﬁﬁﬂzﬁl% tbt@yﬁﬁﬁuéﬁln
the last bid, thé last offer, and the last trade, if avail abl e;

inviting g %g,lt]]@ga{?'é,{ ﬂ-gﬁé tie 5113%1%.]-: gﬁ Uél bagh {lgir@l%’lﬂ}ge 2N b Qe BT same

wthin ati uy orders an ers | east one

m)St qL“'ag qé S&&onafi Eiﬁéu‘ﬁ?t M‘JMaif t}'u%% tlyrgé %U%s 84u%9c[ fhg gziln% ﬁrﬁgurlt %H%ka’l surplus,

each uy or er or er speci

mat chi ng e order orders S the tine
T ChI 19 e Bl BB AT IS oL 5 eﬁ%‘ 4 B O bl
lplr quled| g\r;lgrg rl; E‘egd\gcgdlty %g Ic}\{gsertl g? Eheca%Qtlot%eprEcre%eve u%iess a asygzlt eﬁ%n%cla g}?igtls n?f a last

traded price exists, a price level closest to the last traded price may be chosen from the three
equally viable prices in order to minimize volatility.

15 [0138] Referring back to FIG. 16, once an auction price has been determined in step 1606,
a first subset of the submitted orders may be executed at the fixed auction price. The first
subset of orders are those executable at the auction price and may be matched to minimize the
total number of trade tickets issued. Trades may be executed at the auction price between
counterparties with bid and offer prices equal to or better than the auction price. According to

20  one embodiment of the present invention, the orders may be filled in the order of best to worst
price. That is, buy orders with the best bid price are matched with sell order with the best offer
price, and so on. Where there is more than a single order at a particular price level on either the

buy or sell side, the time that the orders are submitted may be used to break a tie, with an



corrpl'eti ng trades at the volume clearing price |evel accor di ng to the
mat chi ng of the buy orders and the sell orders. 2. The nethod

accordi ng Jo 26dophsrd, Wherein the at |east one nost |i gudiglu2o®iiziiss
derivative is selected fromthe plurality of credit derivatives based

on one or nore paraneters selected froma group consisting of: - 42
a total notional anount of each credit derivative that has
been traded during the predeterm ned t4one peri od, a total
nunber of trades that have been conpleted for each credit derivative
t hat has b en traded d the redet |od and
 Cotar raUrb RS itk sihe He $fi L B AE5, e Bt apunt of
credit derlvatlved rin me period. 3. The
met hod ac?({‘ilﬁrﬁ‘rvﬂbhat‘@ E?I’at?qﬂtei%aﬁ%ﬂ F]Wétte é’F‘%’&l ng of t he at | east
one nost ch| d credit derivative corrprl ses: Ki ng t
plurali t>1 bPlcr i 1o ardval verlitipess elestrapic frading éb%%nﬁ?ﬁ%gl@ﬁc?@ﬁ 1&98 di-e., price

total notional amount of each credit derivative that has been traded
during t Hfistepniaderennd fechon icxecuper phases)and tekpeyery little mp ko gempletsdi Then, in
derivatives having equal traded notional amounts in a descendi ng

or der 5of steptiéil@] a minbecleafing seagles makdt lhavikedod dre devmplired edotdur privg to fid a
predeterm ned tine period. 4. The nethod according to claiml,

wher ei n tshendatteftordegs. Ofhetshepndtsel easderomey imebide hisegond sdysediftorders submitted
derivative conprises: excluding a trade of any of the plurality

of credi tindepi 6ot i(iheSorddratibhBkioh phase) bof rethagMidfiilzd @k e &l of Gy 1608, The
the predetermned time period. 5. The method according to claim 1,

wher ei n tsB&nRsef 8t bild¥rs GhayCu@@led indRibd WadiliMes okdesd mleu&yﬁbﬂncmvl@édcﬁamapams
trades and volune clearing trades. 6. The nethod according to claim

1, wher eiqyihbendherGath PRGeRBSL 11 quid credit derivative conprises
f|ve single-hane credit default swaps that are nost liquid during the

pr edelber [fhielﬁs ! Iﬁ% @? 15 %dSc:reez sha-th ev 94“'8? g}?e%:lﬂﬁrglﬁgmrle clgglrﬂ{grmgndow a trade

wher ei n ol une earing

client may see during the order submission phase of a limit order volume clearing session. As
shown, the trade client has submitted a buy order for 5-year-term SKM (due in November
2012) at a bid price of 28 bps with a desired notional of SMM.,
[0141] FIG. 19 is a screen shot showing an exemplary volume clearing window a trade
15  client may see during the volume clearing phase of a limit order volume clearing session, As
shown, the trade client has placed a buy order for 10MM of 5-year-term SKM at 29 bps as well
as a sell order of SMM of 5-year-term K'TGC at 35 bps.
[0142] While the foregoing description includes many details and specificities, it is to be
understood that these have been included for purposes of explanation only, and are not to be
200  interpreted as limitations of the present invention. It will be apparent to those skilled in the art
that other modifications to the embodiments described above can be made without departing
from the spirit and scope of the invention. Accordingly, such modifications are considered
within the scope of the invention as intended to be encompassed by the following claims and

their legal equivalents.
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- 43 - calculated-as follows, if the last trade occurred prior to
both the last bid and the | ast offer, or if both the last bid and the
| ast offer exist but the |last trade does not exist: fixing the
volune clearing price level at or within a limted range of an
average of the last bid and the | ast -afifer, if the last offer is
greater than the last bid; fixing the volune clearing price

| evel at the price level of the last bid if the last bid is no |ess

t han t he fer and the |ast offer precedes the last bid; and
fixing th'é%e clearing price level at the price |level of the |ast
offer if the last bid is no less than the |l ast offer and the last bid
precedes the last offer. 8. The nethod according to claim1, wherein
the vol unk cl edepmpuigi-ingdenenjed method foregluate cdeasing dean dodrongftrading | ast
trade if: . : t to the last bid and the
| ast offe%egﬁé%%j;ntdeﬁgﬁw%%’ﬁgé{nggttoa?(?lg e otcurred prior to the |ast
bi d but subseqguevitlingankhetrd@ds tradihf eystenaodnpriengatileast dresalragefdevive fdrast
trade was_higher than that of the |last hid; or t he .l ast trade
ocour r ed FPPEINLE PS8 progeseircayaPate Beablsatiens sorge RAETRE af "and
the pri ceexe@itily tRe inkit@:tioAS baill i€QciFS chaRl the BR&rdiedaddg dy8Rnl @St
offer. 9. The nmethod according to claim1, wherein the vol une

cl earing Ifﬁffoé@th%iﬁ@ls dfs fixed at a price level of the last bid if:
t h t h . bi : .t :
ere was the éepeﬁltlrl}é”rﬁggp%élufﬁb 6#%‘?%& falfeglgt?tﬁ‘{%g{rt gel’?sttd?]% o%?ﬁ%&lé el

the |l ast trade occ I'or to the t subsequent to the
| ast of f ederivanin thitchaprittee bbemedded br sche tihdiag interastén hasldcowse tdiap t hat

of the | ast biq(‘j‘l;.or d thg.last .trade occurred prior to the |ast
bid, ther® T8 HELAFIFBI IHE RH.%pri ce 1 evel of the last trade
was | ower thanicidtini®d a Yél8me akhrild hice level for the at least one most liquid credit

derivative based on:
an availability of a last bid, a last offer, or a last trade associated with the
at least one most liquid credit derivative,
a timing relationship among the last bid, the last offer, and the last trade, if
available, and
price levels of the last bid, the last offer, and the last trade, if available;
inviting trading clients of the electronic trading system to submit, within a time
limit, buy orders and sell orders for the at least one most liquid credit derivative at the
volume clearing price level, each buy order or sell order specifying a desired volume;
matching the buy orders and the sell orders submitted within the time limit to
maximize a total notional amount of the at least one most liquid credit derivative that can
be traded at the volume clearing price level; and
completing trades at the volume clearing price level according to the matching of

the buy orders and the sell orders.

2. The method according to claim 1, wherein the at least one most liquid credit
derivative is selected from the plurality of credit derivatives based on one or more

parameters selected from a group consisting of:
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10. The nmet hod according to claim1, wherein the volune clearing
price level is fixed at a price level of the last offer if: was the
| ast offer but not the last bid or the | ast trade; t he | ast
trade occurred prior to the |ast offer but subsequent to the | ast
bid, and the price level of the | ast-#2ade was hi gher than that of
the last offer; or - 44 - the last trade occurred prior to the
| ast offer, there is no last bid, and the price |evel of the |ast

trade was hlgh at he, | ast .offer. . IThe t,hpd

ncoordi ng o cl Rk arorl hotof i Rl a8l ot s e yBFL R ne

i nviting, plmahnmgltaﬁwlpemﬂpl eting are perfor rred at the end of a
tradi ng day, and erein the predeterm ned ti perjod s the trading
day. 12. The gt awna%r@éila‘iiqﬁdh%téa‘& %ﬁeﬁmmpmrf%q gich predih driatiye et and

the sell pE@esSyAIC8 dﬁHﬁ’%ﬂhTeEa?ééeﬁﬂﬁfﬁ)é&%&%‘p)énocﬂ-%ndA” el ectronic trading
system of credit derivatives, the systemconprising: a processor; at

| east one st oraatgm d@tmngbmn@mpb%@dcrs thah bavgriserswoived for each cedis er
|nterface(1e Q qﬂltot&ye %g%g§%qﬁngla ne or nore communi cation

net wor ks; ﬁhereln Focessor dﬁﬁb ed to communicate with the at
| east one storage deV|ce and the user |nterface to execute
instructions tQ pe%Lﬂ£n1the fol | owi_ng selecting, froma

plurality>of chisdrethefeaceonineaglaiml, WE%f§‘tn tb%ek?fﬁgg of the gt lgast pagmEst

derivati viguidhatdpasiativbedmbhaen traded or seen trading interest in
the electronic trading systemduring a predeternined tinme period,

det erm ni ng a rewfingrhepluwality pgcyedit dervatives firkidn atdeecending erdst obmietalst
liquid c rl%%ogal%%{olu}{fa (gfl 4éh g@(ﬁ?ﬁlenvaﬁve that has been traded during the predetermined

time period; and then
ranking credit derivatives having equal traded notional amounts in a descending
order of a total number of trades that have been completed during the predetermined time

period.

4. The method according to claim 1, wherein the selecting of the at least one most
liquid credit derivative comprises:
excluding a trade of any of the plurality of credit derivatives that forms part of a

switch or a roll during the predetermined time period.

5. The method according to claim 1, wherein the plurality of credit derivatives

include public voice trades and volume clearing trades.
6. The method according to claim 1, wherein the at least one most liquid credit
derivative comprises five single-name credit default swaps that are most liquid during the

predetermined lime period.

7. The method according to claim 1, wherein the volume clearing price level is



an availability of a last bid, a last offer, or a |last trade
associated wth the at |east one nost liquid credit derivative,
a timng relationship anong the last bid, the |ast offer, and the

| ast trade, if available, and price levels of the last bid, the
| ast offer, and the last trade, if avaglable; inviting trading
clients of the electronic trading systemto submt, within a line
limt, buy orders and sell orders for the at |east one nost liquid

credit -45 - derivative. at the volume . .clearin rice level, each. buy
order o Elfeisdrting £ RS et adk GeSEdr Go ot e P oic g i 15 St
buy or der g ifbéih iGadt Bld andltBeTast TP BRibtRE a1 ish trBdd diRs hbiRidi Mt to
maxi m ze a total notional anobunt of the at |east one nost liquid

credit deri vatives theaplumetleseing prerelgvelat enwithip ladimted|rangeioh gn pydgrege of

| evel ; a . et i Imgﬁ -hng price |evel
accordingﬂ%gm%%gaﬁgggﬁgﬁgﬂ%%Hﬁﬂgﬁgég&g%gggégén ngggé 1 orders. 14.
The syst em acdwing thg vbimnel chéaning Bricaleecl et thetphiee bvell of alst lagirbéd itist last
liquid credit derivative is.selegted fromth uralj.ty of credit

der' vat | VB spedeet i B Esbirsrand tsTr LR b Be bElBbi s 2 "or oup
consi sting of fixing the v8lukRtcMaril®biifRVel AT PlicOfevBAF M LA ifer if the last
derivative that has been traded durlng the predeterm ned tinme period,

a total riifiaio lets thamgide dast offar apdthe lpd b mrensdecthetpst effereach credit

derivative that has been traded during the predeterm ned tinme period;
and a total notional amount of orders that have been received
for each &r edi Thaemeihvd hcopediogita ddgnt hevhpreadée ephimeadearingpripelevdds 15.

east ondieger < Presieud &f B et ¥t 1 ve comprisess o o e
the last trade occurred subsequent to the last bid and the last offer, if any;
the last trade occurred prior to the last bid but subsequent to the last offer, and the
price level of the last trade was higher than that of the last bid; or
the last trade occurred prior to the last offer but subsequent to the last bid, and the

price level of the last trade was lower than that of the last offer.

9. The method according to claim 1, wherein the volume clearing price level is fixed
at a price level of the last bid if:

there was the last bid but not the last offer or the last trade;

the last trade occurred prior to the last bid but subsequent to the last offer, and the
price level of the last trade was lower than that of the last bid; or

the last trade occurred prior to the last bid, there is no last offer, and the price

level of the last trade was lower than that of the last bid.

10.  The method according to claim 1, wherein the volume clearing price level is fixed
at a price level of the last offer if:

was the last offer but not the last bid or the last trade;

the last trade occurred prior to the last offer but subsequent to the last bid, and the

price level of the last trade was higher than that of the last offer; or
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ranking the plurality of credit derivatives first in a descending
order of a total notional anobunt of each credit derivative that has
been traded during the predeterm ned tinme period; and then

ranki ng credit derivatives having equal traded notional anmounts in a
descendi ng order of a total nunber of4grades that have been conpl eted
during the predetermned tine period. 16. The system according to
claim 13, wherein the selecting of the at |east one nost liquid

credit derivatjve conprises:, -46 - excl udin .trade of. any of
Che bl ural |y ‘BF et GUECERPAPT (ebe ieaerghis it Bogid e fheeistor o
rol | durilggellohtheRisededEw s Mgkk: ihaABhASK itRdast offdr. The system accordi ng
to claim 13, wherein the plurality of credit derivatives include

public voice trades and volune clearing trades. 18. The system

accor ding L0 ChRl ol actBRA B L 12hneRShe legsf%?l%ctksﬂﬁgg% nihifd! !

derivative conprises five single-nahe credit at “are
nost | i quinditidgrmatchitg endoecongdttorgrarapaidringe agybe ewbof a tiinglduy, sydstlemnsin
accordi ng, to ﬁl ai m %@f wher.ej n .t he volcglme clearing price level is
cal cul at e8¢ REdpigimpgE timp perighis thefadine 8 occurred prior to both the
| ast bid and the last offer, or if both the last bid and the |ast
of fer exist but the |ast trade docs not exist: fixigﬁ] t he

5

vol une cl Far i niregngtheed acsgudingde chim wherginghe by erders aahihe seHl oxlgrs are
aver age Q%b&ﬂ?ed'a%ﬁﬁy&&%lﬁ”d the last offer, if the last offer is
I"d;

greater than the | ast fixing the volune clearing price
| evel at the price level of the last bid if the last bid is no | ess

than the J,ast pffer and the | ast fer precedes the | ast bid; and
fixing thfé"volfgrhéle‘éic’é‘é%‘il?%"%sry?%@ cP‘jec\r/“’ “ﬁl’“’?"h"&%?? DEPLPEPTBIE he | ast
offer if the lasbedidt is no less than the last offer and the last bid
precedes the last offer. 20. The system according to claim 13,

wher ei n the vot lfE Wesirassglepes eqledviathepiogepsesd at a price | evel of

the last trade ik inidficd aiblddiadR p?ﬁeéeggo;eg o?llela?ﬁﬁ&ewmrmg digp! ast bid

and the last offer, if any, ast trade occurred prior to
the | ast nshdorksit subsequent to the last offer, and the price |evel of

the last tr adewl\{g?esm meqaqggesstor}?snadtagt%a toogongmhgniclza e '{VitB itlge; at ¥ast one storage
device and the user interface to execute instructions to perform the following tasks:
selecting, from a plurality of credit derivatives, at least one most liquid
credit derivative that has either been traded or seen trading interest in the
electronic trading system during a predetermined time period;
determining a volume clearing price level for the at least one most liquid
credit derivative based on:
an availability of a last bid, a last offer, or a last trade associated
with the at least one most liquid credit derivative,
a timing relationship among the last bid, the last offer, and the last
trade, if available, and
price levels of the last bid, the last offer, and the last trade, if
available;
inviting trading clients of the electronic trading system to submit, within a

lime limit, buy orders and sell orders for the at least one most liquid credit
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the last trade occurred prior-to the |ast offer but subsequent to the
| ast bid, and the price level of the last trade was | ower than that
of the last offer. 21. The system according to claim 13, wherein the
volune clearing price level is fixed at a price level of the last bid
if: - 47 - there was the | ast bid butt5not the |l ast offer or the |ast
trade; the last trade occurred prior to the last bid but
subsequent to the last offer, and the price |level of the last trade
was | ower than that of .the |ast bid; or he | ast trade occurred
brior to the ISEPAYeQt Henglsty Qe Eipalt leypl steh iR arher S EE evel  of
the | ast tradepwasitoyedsitdhasiuingat of the last bid. 22. The system
according to cFain113, wherein the volune clearing price level is

fixed at a price | epdfhing thejhay prles aadrthg seflfordeimgnbiided wishin ghe tipe Bt
not the | ast hj ] : ’ rred
prior to the Ib[gg%agg?%grgt%%?% g%eggglggrrl\ttdtt%eatttﬂ%sq(g%%nﬁ S&iﬁ%g El#he price
| evel of the |desativeaba cambe tradgder thehvahmtend¢ariof pribelebessndof f er; or
the | ast trade occurregtgrior t? thellas of fer, heﬁe iﬁ.n? h?St

bid, and the price PEPSIBAIES fieaplmedearig ke fixehacoordineia e of
the | ast of f ermatcidig oflfhe bey sider -ad ¢y RileddrH cl aim 13, wherein the
sel ecting, detemmning, inviting, matching and conpleting are
performed at the end of a trading day, and wherein the predeterm ned

time peripd isr He@?stgﬁladg&d}ging%/claim 13, wherein the at least one most liquid credit

derivative is selected from the plurality of credit derivatives based on one or more
parameters selected from a group consisting of:

a total notional amount of each credit derivative that has been traded during the
predetermined time period;

a total number of trades that have been completed for each credit derivative that
has been traded during the predetermined time period; and

a total notional amount of orders that have been received for each credit

derivative during the predetermined time period.

15.  The system according to claim 13, wherein the selecting of the at least one most
liquid credit derivative comprises:

ranking the plurality of credit derivatives first in a descending order of a total
notional amount of each credit derivative that has been traded during the predetermined
time period; and then

ranking credit derivatives having equal traded notional amounts in a descending
order of a total number of trades that have been completed during the predetermined time

period.

16.  The system according to claim 13, wherein the selecting of the at least one most

liquid credit derivative comprises:
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excluding a trade of any of the plurality of credit derivatives that forms part of a

switch or a roll during the predetermined time period.

17.  The system according to claim 13, wherein the plurality of credit derivatives

include public voice trades and volume clearing trades.

18.  The system according to claim 13, wherein the at least one most liquid credit
derivative comprises five single-name credit default swaps that are most liquid during the

predetermined time period.

19.  The system according to claim 13, wherein the volume clearing price level is
calculated as follows, if the last trade occurred prior to both the last bid and the last offer,
or if both the last bid and the last offer exist but the last trade docs not exist:

fixing the volume clearing price level at or within a limited range of an average of
the last bid and the last offer, if the last offer is greater than the last bid;

fixing the volume clearing price level at the price level of the last bid if the last
bid is no less than the last offer and the last offer precedes the last bid; and

fixing the volume clearing price level at the price level of the last offer if the last

bid is no less than the last offer and the last bid precedes the last offer.

20. The system according to claim 13, wherein the volume clearing price level is
fixed at a price level of the last trade if:

the last trade occurred subsequent to the last bid and the last offer, if any;

the last trade occurred prior to the last bid but subsequent to the last offer, and the
price level of the last trade was higher than that of the last bid; or

the last trade occurred prior to the last offer but subsequent to the last bid, and the

price level of the last trade was lower than that of the last offer.

21.  The system according to claim 13, wherein the volume clearing price level is

fixed at a price level of the last bid if:
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there was the last bid but not the last offer or the last trade;

the last trade occurred prior to the last bid but subsequent to the last offer, and the
price level of the last trade was lower than that of the last bid; or

the last trade occurred prior to the last bid, there is no last offer, and the price

level of the last trade was lower than that of the last bid.

22.  The system according to claim 13, wherein the volume clearing price level is
fixed at a price level of the last offer if:

was the last offer but not the last bid or the last trade;

the last trade occurred prior to the last offer but subsequent to the last bid, and the
price level of the last trade was higher than that of the last offer; or

the last trade occurred prior to the last offer, there is no last bid, and the price

level of the last trade was higher than that of the last offer.

23.  The system according to claim 13, wherein the selecting, determining, inviting,
matching and completing are performed at the end of a trading day, and wherein the

predetermined time period is the trading day.



