WO 2011/ 112815PCT/ US2011/ 027910 SYSTEM AND METHOD FOR CREATI NG AND
FACI LI TATI NG THE TRADI NG OF A FORElI GN EXCHANGE DEFERRED SPOT PRODUCT CROSS
REFERENCEBVOQ0RBEA 1£#ASFED APPLI CATI ONS [ 00011Thi s appl i cat ipom/usk@iims79%ihe
benefit of and priority to U S. Provisional Application No. 61/313, 326,
filed March 12, 2010, which is incorporated herein by reference. BACKGROUND
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CROSS REFERENCE TGO RELATED APPLICATIONS
{0001} This application claims the benefit of and priority to U.S. Provisional Application

No, 61/313,326, filed March 12, 2010, which s incorporated herein by reference,

BACKGROUND
{6002] The present disclosure relates generally to financial markets and derivative forms of
financial products, and more particularly to a system and method for creating and facilitating the

trading of a standardized {foreign exchange deferred spot product.

DESCRIPTION OF THE RELATED ART
16003} The forcign cxchange market (FX), such as Forex, or the like, 18 a worldwide
decentralized over-the-counter (OTC) financial market for the trading of currencies. The price of
one currency in terms of another 18 called an exchange rate. Financial centers around the world
function as hubs of trading between a wide range of different types of buyers and scllers. The
market itselt does not have g central headquarters; rather the market s actually made up of a
worldwide network of traders, connecied by cormputers, networks, servers, telephone lines, the
internet, or the like. The majority of all foreign exchange transactions are handled by three main
centers of trading which imclude the United States, the United Kimgdom, and Japan. The
remaining transactions in the market occur elsewhere in the world such as Germany, France,

Ausiraha, Switzerland, Hong Kong, Singapore, or the like.



100031The foreign exchange market (FX), such as Forex, or the like, is a
wor | dwi de decentral i zed over-the-counter (OIC) financial nmarket for the
tradi ng ovocurveaesises. The price of one currency in terrsTafS2anoryes s
call ed an exchange rate. Financial centers around the world function as
hubs of trading between a wi de range of different types of buyers and
sellers. The nmarket itself does not have a central headquarters; rather the
mar ket is actually made up of a worldw de network of traders, connected by
conputers, networks, servers, telephone lines, the internet, or the like.
The majority of all foreign exchange transactions are handled by three nmain
cent enf8omfl t r dthicnguriMdiicchf thac foneign tdxehddgt tieakk 8t &t es assidnanidnistiedhl Kirngdearg and
Japan. The remaining transactions in the nmarket occur el sewhere in the
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Si ngapore, or the like. V[S2011/112815PCT/U82011/027910 100041The pur pose
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guantity of another currency, The FX market is fast paced, volatile and
enor neuscidy. iThe the nbaalkqges thasmprdket vbhlatichedwordrshowhettas id Ldrgas nefladot tar s
are traded each day. [00051The interbank market is an inportant segnent of

the : E%mapket biullhe dmbenbankamaket §8.a top-1evel DC market where banks
exchange different currencies. The banks can either deal w th one another
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central exchange |ike the NYSE, where currency exchange rates are nmade or
set, bythomrkiets thak 8nsuatRatihevg tdhahksoeonsiant iya gihoteala durtktahchugh kvt ce
based on anticipated currency novenents taking place and thereby make the
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15006] The FX market, uniike the stock market, does not have a physical central exchange
itke the NYSE, where currency exchange rates are made or set, by market makers. Rather, banks
constantly quote a bid and ask price based on anticipated currency movements taking place and
thereby make the warket. These transactions cause the primary movement of currency prices.
{ther factors contributing to currency exchange rates include FX transactions made by smaller
banks, hedge funds, companies, FX brokers, traders, or the like. Conpanies are typically

mvolved n FX transactions becausc they need to pay for products and services supplied trom

[



WO 2011/ 112815PCT/ US2011/ 027910 ot her countries which use a different
currency. FX traders on the other hand typically use FX transactions, of a
much snmalwerouoliesre wi t h conpari son to banks, -to benefipCTfusemmiantiici pat ed
currency nmovenents by buying | ow and selling at a higher price or vice
versa. This is done through FX brokers who act as a nedi ator between a pool
of traders and al so between thensel ves and banks. Central banks, such as

t he Federal Reserve Bank of the United States, or the |like, also play a
role in setting currency exchange rates by altering interest rates. By
increasing interest rates central banks stinmulate traders to buy their

cur r ereher asuhitbicp hbdwihdes adivicgint cefrumdy. 61X irbdesbaent odndhatd wesatihesalfe of

t he correspondi ng central bank's currency higher in conparison to other

Cur r engin@Siod OQQ2LENL bmbing ERMD Qviitth)/cc%gayi%éé& dVoglarNiZ 8dde@n 5ASt amcli&{e&p

(CFMA), the OfC FX was a | argely unregul’ated marketplace for retai

invest.ors.. Quah. ervi.ce . provi-ders i 4 he OIC FX marketri.ngl yded
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f raudu] ent ibvities and operatiqns. Wth limted oversight, retail
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had little simlarity to the industry w de interbank market. [OO0081After

t he Criauscsigs jpnd dankssyerraddapks mech arehp iFaderninfesaeeribanki of toTEnfied kistesway e
required to register with the United States Commodities Futures Trading
Conmi ski dike,( OFT QlaxandrddeconetimgnberasicpfextrmgNatitoonial aFutnyr egcrdsisoedsatBon
(NFA). Although the barriers to entry were small (for exanple, m ninum net
capi t ahorbLGL HefRNtBcMRERal 1RSBs 1hanaR0RBR0: USDiHfarcubidhiy 8Sit pRIVIIS it0fh
merchants (KM), it brought about a process that allowed for oversight of

the praducls i FbOARG Alg LRQVIELIBAL S5 (1S %bﬁé&;p@ﬁ@i‘ﬁ ,ic&?ﬁal LRy &Q@e’nlcgf KGhel fh the
ensui ng el ght years, there has been an evolutioh of the regul ator
franemork,{hbt cg,igalangguirenents have been raised WO

2011/ TTIBTERETP U826 117957910 consi derably (currently at 20, 000, 000 USD),

tradi ng hest practices have been established, and sal es SQ|jCiI£%iOﬁS have
been 8% or e&:mﬁ/b@ PRREF AT RS Fﬁe%%ﬁt}mb%ﬁdﬁeéﬁ@ﬁ%wa@, ke frietddent
and the nunber of cases brought against persons/entities has risen .
dr amatai lewk e orEudate madhetpladeniot foght motstethe? hagbrihd somaine pulvideesgui theldit s,
t he nunber of entities registered as Forex Deal Merchants (FDM has shrunk
from frof inarifct weclidedl ressy thabld fifdeen stioday firms, the OTC FX market was rife with
fraudulent activities and operations, With limited oversight, retail investors had little choice,
other than the exchange traded products which had little similarity to the mdusiry wide mterbank
market.
{0608} After the CFMA, entitics, such as firms, dealing m the retail OTC market were
required to register with the United States Commodities Futures Trading Commission (CFTC)
and become members of the National Futures Association {NFA). Although the barriers o entry
were small {(for example, minimum net capital requirements were less than 540,000 USD for
futures conmission merchants (FCM)), it brought about a process that allowed for oversight of

the product, financial requirements, sales practices, and the like. In the ensuing cight years, there

has been an ovolution of the regulatory framework, Net capital requirements have been raised

(O8]



100091The current structure of the OIC FX market provides for two
counterparties agreeing to exchange (swap) one currency pair for another at
a speci fiwo 2atE281Fhe trade is standardi zed in the foll earng2@nea®io each
trade has a notional anount; each trade is an exchange of a single
country's currency for another country's currency (e.g., US dollars versus
Japanese Yen, etc.); each trade has standard settl enment procedures; each
trade has standardi zed pricing conventions; and profits and | osses are
updated on a real-tine "tick-by-tick"” basis. 10010j The retail FA market
uses all of the above standards, but has one inportant caveat: |ess than 1%
of al lcotididnsieet{canmtiyoatt 29, WEl08el YD), | addidh BEst Wodctises hhe Behaklablketpaket i s
strictly a speculative instrunment where an individual investor enters into
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like. Therefore the client, such as an |nd|V|duaI i nvestor, has

count dioparPsal Maghanst (FSRhasshrmé fmpkroblive Wi ise the Ehenbads with which
t he FI DM does business. This dislocation not only creates adverse

r eper ¢G&¥i ons Tthar ougho utnttuee bentc ngTCoMMumiatlst povidad sor divbecdinyerparties

t hroughout the retail investing public. WD 2011/112815PCT/US2011/ 027910

10011LEhushe tohel@ahd BwWeEdnk Rutdsapii flor adibtandarngiaed 08 eTgh vejehange
deferred spot product that may be traded in a cleared environnent. There is
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facilitating the tra |ng of relgn exchange deferr spot product Tn a
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Yen, cic.); cach trade has standard scttlement procedurcs; cach trade has standardized pricing
conventions; and profits and losses are updated on a real-time “lick-by-tick” basis.
{6618} The retatl FX market uses all of the above standards, but has one tmportant caveat:
less than 1% of all transactions go to delivery. In other words, the retail FX market is strictly a
speculative mstrument where an mndividual fnvestor enters 1o a bilateral transaction with a
registered FDM. Although regulated by the NFA and CFTC, the FDM carries these OTC
transactions on a non-segregated basis, meaning any default by the FDBM gives the investor no
priority standing in bankruptcy proceedings. This concern is further exacerbated by the fact that
the FDM will offset its transaction in the same manner with another party or counterparty, such
as a bank, or the like. Therefore, the chient, such as an mdividual fovestor, has counterparty risk
not only to the FDM, but also to the banks with which the FDM does business. This dislocation
not only creates adverse repercussions throughout the banking community, but also directly

throughout the retail investing public.



trading of a financial product is provided. An order is requested by a
first party thr a first financial product froma second party, wherein the
order is woteried2818t o a el ectroni c conputer tradi ng systPemustoniagreenent is
created by the second party with a third party to convert the first
financial product into a second financial product. The first financi al
product is converted into the second financial product which is then

cl eared. The cl eared second financial product is delivered to the second
party and listed the on an exchange where it is traded. The first financial
product may be a spot foreign exchange order that is converted, via an
exchang®t 1of f uthus.esieswaps peddoint the asietodsthrdadieddalorgeo ducitangt ebfcasdapot
forei gn exchange deferred spot product [00131Al so provided is a conputer

i mpl enpated ua?ﬁlhﬁ@b hmkc!:fne@él%c@gﬁi\vﬂsﬁﬁiénl takldg b ddeadi ng of fcaafmaaapl al
product. The met i ncl udes providing a conputer server on which

fi nan%‘n@w {186{1% I‘rdt& Sagh?&ti '11\{1% Yirgh 1%8&1%%1”%%» ratg\%ﬁ n@fkdmp{igvi?gg {}gdl% {in
conput er 1 face 1h o %onnunléatlon i R erver, the
conput e E(yfcﬁterface enabllng a user to enter an order for a financial

pr oduét® *HHe" TEPRGE™ al so i ncl udes a customer entering a foreign exchange
order into the conputer server. The nethod al so includes a futures

commi ssi on merchant entering into an agreenent with a national exchange
which permits the foreign WD 2011/112815PCT/ US2011/ 027910 exchange order
to be converted into a futures cotid{ARlYa an exchange of futures for

swap. The nethod al so includes converting the foreign exchange order into a

f ut ur @epIeNt r agtcor¥inglyan exehRangempleniculcdr @stbar fosV@painghendretdradial s
i ncludes the futures contract being cleared through a nati onal clearlng

house . Fhe 54 NAdnahs prdale! udgs e Raldanals cheatdngy Rouse dalineni fg the
cl eared fﬁtures contract to e futures conm ssion nmerchant 0141Al so
provi ut er S forrpre fi and faC|I|tat|n the tra |ng of
B O nae e pPait et Ror BT ETS spuf el SRe 0B - tR%eR Yo ket AP
product is selectlvely created a raded and a uter interface in
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enter an order for a financial product. The conputer stem enabl es a

cust orspugiel wadet intg afbmeémig"maaweh;ang@doT?etefanL feactdh er ppatervesied vep tha
futures conm ssion nerchant to enter into an agreenent with a nati onal
exchangendtfinahcipiesroiifics vithieh & ohied denrek dhangerar desnd dndreiat prvactiedelintal a
futures contract via an exchange of futures for swap; the threign exchange

order i§ ohbREQNVAL 8 EP1R JIMELS LRV AAEH NitAdad Bxchangaial hutdces
for swap; the futures contract to be cleared through a natlonal cFearlng

house,; \ n use G
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present closure is that the cleari 4Provi des greater f|nanC|a
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segregat i on re ui rement for custoner funds, Another advantage i.s that there
is graBEd oveMsq grvidsdes PTNVIPBYT VIdHECERY Nindidetor sxgstired (cifgipn de
advantage is the ability to nonitor for default risk between

count éradangt ¢ies fin¥etalgnofiver Tadvachadendisics heoabingia yorvoutbetdrenr owhahm and
control systemc risk. Still another advantage is the establishment of a
mar Ketiphace! wdddef W kelsdippbacahzadsRr odust; SandSpididiae fautthgicadvaniage: i s
the establishnent of dynami'c nargin policies. Yet another

operable commuunication with the computer server, the computer nterface cnabling a user to
enter an order for a financial product. The method also includes a customer entering a foreign
exchange order into the computer server. The method also includes a futures commission

merchant entering o an agreement with a national oxchange which permuts the foreign



WO 2011/ 112815PCT/ US2011/ 027910 advantage is there is no delivery
interference. Yet another advantage is inproved market surveillance, Yet
anot her awoantizagesiss t he establi shnent of standard best ppramstéices791A
further advantage is the establishnment of clear jurisdiction and

regi stration over industry participants. Still a further advantage is the
ease of transition fromOIC to clearing. Yet another advantage is
partici pant demand (clients asking for security of funds). Still another

advantage i s product innovation creating new demand (no attrition due to
regul atory arbitrage). [0016] Ot her features and advantages of the present
di scl estt@gywbtder hebd eadicttyd appe dohiakedpras vide: satmndeeddomscshet twesp. The
understood in view of the subsequent description taken in conjunction with

the ageeRRARKLhNG: ﬂﬁ&%@@@m@RﬂﬁFR%MXﬁ%@%‘ §BerT ke DRAWINGS. 1094 71k & 1

is a fIOM/chart of illustrating the method of creating and facilitating the

trading, %%fn gl ﬁg’nmgxkglc}% EP%%@S%J{FQES@ Qf?atiug?ébot%%mr &E{l Dh9 @hvec

exenplary ent I's"a diagram of an e ronlc conpu er
deri g fogé%f e e }%Er' o Tl SR eilsh 4 TenU0 AT TDOTOARRER 3 | s
a diagramof an electronic conputer systemfor creating and facilitating
t he delivering the cleared futures contract to the mmm commission merchant.
10014} Also provided, 18 a computer system for creating and facilitating the trading of a
financial product including a corputer server on which a financial product 1s selectively created
and traded and a computer interface in operable communication with the computer server which
enables a user to enter an order for a financial product. The computer system enables a customer
to cnter a foreign oxchange order into the computer server; a futures comuuission merchant to
cuter nto an agreement with a vational exchange which permits the foreign exchaunge order to be
converted into a futures contract via an exchange of futures for swap; the foreign exchange order
to be converted into a futures contract via an exchange of futures for swap; the futures contract to
be cleared through a national clearing house; and the national clearing house to deliver the
cleared futures contract to the futures commuission roerchant.
{B015] An advauntage of the present disclosure is that the clearing house provides greater
financial security for customer funds. Another advantage is that there i1s a segregation
requiremient for customer funds, Another advantage is that there 18 greater oversight over FDM
positions and warket exposure. A further advantage is the ability to voounilor for default risk
between counterparties.  Yet another advantage is the ability to better contain and control
systemic risk. Still another advantage is the establishment of a marketplace with fisll standardized

products, Still a further advantage 1s the establishiment of dynamic margin policies, Yot another
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trading of a foreign exchange deferred spot product, according to an
al ternate enbodi nent . DESCRI PTI ON
10020] Thewpnresientsidi scl osure general ly provi des for a deCerusea1opmtof orei gn
exchange futures product that generally mmcs the spot foreign exchange
mar ket. The deferred spot foreign exchange futures product is standardi zed
with underlying currency units and specifications that call for the daily
pay and/or collect of accrued interest. The product is cleared WO
2011/ 112815PCT/ US2011/ 027910 t hrough a national cl earinghouse and |isted on
a national exchange where it maintains a unique trading synbol.
[ 0021 LRefresgel Bothaewid aoFidhvety acrfethed viciealtdrnglvanded aciihbtatkd ngatbe
trading of a foreign
surveillance. Yet another advantage 18 the establishment of standard best practices., A further
advantage 1s the establishmeut of clear jurisdiction and registration over jndusiry participauts.
Still a further advantage is the case of transition from OTC to clearing. Yet another advantage is
participant demand {clients asking for security of funds). Still another advantage is product
innovation creating new demand (no attrition due to rogulatory arbitrage).
{6016} Other features and advautages of the present disclosure will be readily appreciated,

as the same becomes better understood in view of the subsequent description taken in

cornjunction with the accompanying drawings.

BRIEF DESCRIPTION OF THE DRAWINGS
{60171 FIG. 1 s a flow chart of illustrating the method of creating and facilitating the
trading of a foreign exchange deferred spot product, according to an exemplary embodiment.
{6018} FIG. 2 18 a diagram of an clectronic computer system for creating and facilitating the
trading of a foreign exchange deferred spot product, according to an exeruplary erabodiment.
{0019} FI(s. 3 is a diagram of an electronic computer system for creating and facilitating the

trading of a foreign exchange deferred spot product, according to an alternate embodiment.

DESCRIPTION
{6028] The present disclosure generally provides for a deferred spot foreign exchange
futures product that generally mimics the spot forcign exchange market. The deferred spot
foreign oxchange futurcs product 18 standardized with underlying currency units and

specifications that call for the daily pay and/or collect of accrued mterest, The product is cleared



exchange deferred spot product, according to an exenplary enbodinment, is
shown. The nethod may involve a plurality of parties or entities including,
but not I|Wwoizbadiies1s a custoner (e.g., buyer, seller, orpChaskétie2I9I@
futures conm ssion nerchant (FCM, a FDM a bank, a national exchange, a
national cli.nring house, or the |ike. [00221The net hodol ogy begi ns at step
100 where a first party submts or requests a spot foreign exchange order
froma second party. The first party may be a customer, such as a retai
investor, or the like. The second party nay be a nerchant, such as a FCM
or the like. For exanple, a custonmer such as a retail investor enters a
spot fimcegign reXehdngeariogicese bt Ostad BEM it oampuk Bargz echesy gtrammtalR023ddNext ,

t he net hodol ogy proceeds to step lit O where the second party enters into
an agﬁgﬁﬁﬁqgnmb;h athird party who permts the spot foreign exchange order
to be conveited into a futures contract, The second party nay be a.

mer Ch S“C'k ?‘smg EWEO ?E(;t f‘% 1{1@5&1 ochQ* dlE‘(lQl nq {293{1%%?“?% 191%1 qﬂ‘%tmp @J

excha & Conversion via an exehange o ures
(EFS). 0024 The nethodolo y then proceeds {o st 120 where t by ord
(Ut UFESRGREFAGEY P TG G6 T HPSUGH o DL P BRI <8h ﬁ@wxmﬁﬁa iy, 1
this step, the futures contract is cleared to settle the trade between the
cont r 6B AP pas pleslity Pheatisn Pt #ntivisp g ludae. bt 2t dndiedi Agheeend fe8peRadnt  of
the third party. The third party may be the national exchange of step 110
act i ngelas, a bt bbe) nghows epmaniskeanemho (SEMOWNEG My thhie 4 hitiodalpackapgefa st ep
110, or the like. WD 2011/112815PCT/US2011/027910 100251The net hodol ogy
then paoseedrati®: 658, k30 where the fourth party or third party
{00221 The methodology begins at step 100 where a first party submits or requests a spot
foreign exchange order from a second party. The first party may be a customer, such as a retail
mvestor, or the hike. The second party may be a merchant, such as a FCM, or the like. For
example, a customer such as a retail investor enters a spot foreign exchange orvder nto a FCM's
computerized system.
8023} Next, the methodology proceeds to step 110 where the second party enters into an
agreement with a third party who permits the spot foreign exchange order to be converted mnto a
futares contract. The second party may be a merchant, such as a FCM, or the hke. The third party
may be a national exchange who makes the conversion via an exchange of futures for swaps
{EFS).
10024] The methodology then proceeds to step 120 where the order (futures contract) is
cleared through a fourth party or the third party. To this step, the futures contract is cleared to
seitle the trade between the contracting parties. The fourth party may be a clearinghouse
independent of the third party. The third party may be the national exchange of step 110 acting as

a clearinghouse, a clearinghouse owned by the third party of step 110, or the like.
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acting as the clearinghouse delivers the cleared futures contract to the
second party. The second party nay be a nerchant, such as a .FCM or the

| i ke, 100&6Xoherizashodol ogy then proceeds to step 140 wrerastéia/ozmeond
party lists the fittures contract on a national exchange. Here, the futures
contract maintains a unique trading synbol and can be bought and sol d by

i nvestors. 100271Al t hough the -foregoing exanple is described with regards
to utilization by particular party or entity, such as an. :ECM it is
inportant to note that any of the parties and/or entities described herein
may utilize the present innovation in the sane, simlar and/or anal ogous
mannenf¢sFzor exawphahoddlegpdtrchypragicing aspal IBCVhaouhd fhethap&BMVbr ahikiapety or
the |like. Moreover, the nunber of parties in the nmethodol ogy nay be

al t er @gn r ih@%@élﬁh@hm&@ @cﬁmhﬁm RaLk AR 5 Rt g,r@oth@aé&)m Ry | THEIB861a W th
each other directly; the third party may also act as our%h party, or

the | iRy obi ﬁi@%&%&ﬁg@&%&g@ 4halthe mumber and sequence of

g steps Ty be altere arranged i nterchanged, or otherw se
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there is no change to the existing business nodel which permts custoners
to traderEpHen § asﬁéinghv@bé%h geere, ﬁg@ figtprestcoplpgt yngisagr omepus tipfing sy adeks
spot foreign exchange products, the second party (e.g,, .FCM renuains the
i ni ti ahdcouht erygat tnyd scahtly titvesiprsi ci ng seen by the first party (custoner)
remains intact. This process, however, provides for the second party (e.g.

FCM teoani | | zauangexabapgecels tklimlgﬂésmf@fm,n@{d knithC eipReRt ioRiWkdin By swap,
or EFS to convert spot forelgn exchange transactions into futures

cont '3 GhRular %ﬁ%}%&W%P%u&mly 19%%%%&99%%@{% FD (GROSHEES aRl/0f WO

di scr te and ‘rel ated transacti ons t hat clude a

entitics described herein may utilize the present innovation in the same, similar and/or analogous
manner. For example, the party acting as a FCM could be a FDM, a bank, or the like. Moreover,
the number of parties in the methodology may be altered. For example, the first party and the
third party may interact with each other directly; the third party may also act as the fourth party,
or the like. It is also contenplated that the number and sequence of methodology steps may be
altered, arranged, interchanged, or otherwise modified to encorpass the spirtt and scope of the
innovation.

{0028] From the perspective of first party (customer} trading retail foreign exchange, there
is no change to the existing business model which permits customers to trade spot foreign
exchange. The first party (customer) still trades spot foreign exchange products, the second party
{e.g., FCM) remains the mitial counterparty, and the pricing seen by the first party {customer)
remains intact. This process, however, provides for the second party {e.g., FCM) 1o utilize an
exchange of futures for, or in connection with, a swap, or EFS to convert spot foreign exchange

transactions into futures contracts.

G



transaction and a futures transaction involving a. contract between two
parties, At the tinme the transaction is effected, the buyer and seller of

t he cont raot2omrEaz8isespecti vely, the seller and buyer of pChaSswap2mges eenent .
The swap agreenment conponent of the EFS transaction involves the
econom cal |l y equival ent foreign exchange swap instrunment underlying the
exchange-listed contract. This is conparable to the commonly known Exchange
of Physical or "EFP" transactions. The manner in which the second party
(e.g., FCM wll convert the spot foreign exchange transactions into
futures contracts will be via the same reporting format used fbr As such, a
f ut ur 8639 ade Tl EFrbeaoneper dedvd alidchee tdatr eigpal eragsactignndtak analidexchange)

who will generate the market data to the associ ated national clearing house
(e. 9. .irdhlRubhIaLg dpt@rttfys, trﬁ&%ﬁdﬁ PR (ae@lm@h%t b¥@loch twt%ttta:e ﬁ?@@:%@@tﬁ
(e.g., FCM accord |ng y. The data nay also be reported to regu ators as

neces %%%Ytpugrq Qs (9%@ ie fle! ‘r{&%ﬁ 1258'81 %ﬁﬂe J)@t pgm?’at,?q Fa t ltﬁg hf. Yse ﬁl‘i%ﬂd% w

el ectroni ¢ conputer syste creatrng an 6 deferre spo
forei xchange futur product of the present osure,

exampite, 106 REAE FEIEBHTInc e P e P PR BEPPY-Iays %%ﬁélbaﬂ@&%&aﬁagr’saﬁtey
systen1220 a third party system 230 and a fourth party system 240. The
first cparuyicaiiscamvalen Cigh BICHRRES F1Van ars eBmnlnitatly oa %}(t)f»t prehargsnibiyshr t y
system 220, The second party system 220 is in bidirectional conmmunication
wi t h tchetrédir Sthispay toprpysbemi? 10¢  tdrembhiyr dnpan t xahystee mi 280 sicahdirt NeFP”
-fourth party system 240. The third party system 230 is in hi-directional
COMMURGalction. Witkhniher $e60nd Pardkyosysdem«420rand Linecd:ouf tihe pasit rSyst em
240. The fourth party system 240 is in bidirectional communication with the

third egaﬁatné %ﬁ&@ﬁ&&%&o@ﬂﬁu&h&n&ka@ twtiﬁ)@étv}’a t%téf%zhﬁmt%%ptm@ mtat used for BFPs.
2011/ 112815PCT/ US2011/ 027910 100311Referring now t and

partrcularhy %%%WFEE-@&“5@¥%§%$C Onlﬁ onpa%gr Stg%%ﬁdpﬁﬁfanm%e E;@giand

facili

accordi ng to anot her exenpl ary enbodrnent is s . hi s exanple t he
syst e&BA6C e Fig &tr%ht@mb RSOGO PALEAL FligdTing g&ag dFdg é@etﬁraep . dourth

conputer system or the like.) and/or server conputer 360 a pIuraIrty of
i nt er gerinedtedlicomiimitcarton wevileas HEVyagcosdngut Ene dais peysiiscobe whertdd ke)
associated with various parties, such as the first party system 310, a
secondo pagulayyorsyshamsa20, a third party system 330, a fourth party’ system
340, or the like. [00321The central processing conputer can provi de control
over tpgs@yst emiands 8% o FIGS. 2-3 and particularly FIG. 2, an electronic computer system
200 for creating and trading the deferred spot foreign exchange futures product of the present
disclosure. In this example, the system includes a first party systew 210, a second party system
220, a third party system 230 and a fourth party system 240. The first party system 210 is in bi-
directional communication with second party system 220. The second party system 220 is in bi-
directional communication with the first party system 210, the thid party system 230, and the
fourth party system 240, The third party system 2380 s 1o bi-directional communication with the

second party system 220 and the fourth party system 240, The fourth party system 240 is in bi-

directional communication with the third party system 230 and the first party system 240,
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perform any of the various processing services and/or functions described
herein. The central processing conputer may be a single conputer or system
of conputwooand2sis may i ncl ude any nunber or pluralityPCofUScanpetoas s or
conput er systens which are utilized in conjunction with one another. The
central processing conputer can provide services for any of the other
conputers and/ or conputer systens described herein as being associated with
any of the parties or entities involved, such as, individuals, buyers,
sel l ers, clearinghouses, exchanges, banks, insurers, payers, brokers,
agents, internediaries, firnms, and/or the like. [00331The devices e.g.,
connuﬁﬁ@ﬂnloniuﬁyhﬁQvac@mnuGSrQ ehd.partdfulaly tntibes, afi gatidn@s c@nputer
entities can comruni cate and/or operate with, and operate in conjunction

W th, JLhemeeittalcRiQCasSiPgi S RUR @&mﬁg@é Q%@'@ﬁ oknifie Rihey @eﬂ&%%s
and/ or " conmput er systens associ ated wi h™any of the other individuals and/or

entiti e&,;}@ﬂ'@%{g 6@%% E@!&Sjl Q;rnbé’&%,g{ ?s fuGoR H'Lctiag{rbh D LG ﬁE{?i%engie

i nnovatl on vites canh be any COI’TpU nmuni cation devi ce,

i ncl udi ng, ot limted to, ersonal ut er ter
sorver ol e ST Rk SO BE. (F - BP0 £0 DR TSI 004 Foos T
hand- hel d conputer a palntop co uter a | aptop conputer, a persona
CoMUIPBEEICH RO B Pleality op aHE6MEICCHE GOREI ST FHICSY FpR) corapyie] BpliBked” a
digital telephone, a television, an interactive television, a beeper, a
pager;hmh&ﬁh&wamﬁﬁowﬁhh@hﬁ%mamm&0m35i£ﬁmHkmﬁmnheyﬁemBé@siﬁﬁnmipﬂ&&ﬂk@nx
information to, as well as receive information from any of the other

devi cesodesGitigad spesizng, d futiRipsry egadd 34@ashhofikd he devi ces can
comuni cate with, process information from and/or share data and/ or

i nfornmpgdmn wiih, Te‘?}ﬁﬁh pPihgs, andhy ﬁte‘?‘r&inoﬁhrggﬁf 1 JEWHEE Qb dQY 58S, dgRC EérPEd

herein and/ OI’ utilirzed i n conjunction wt he pr esent I nnovation, In 1S

manner,, ! fﬁt information transf erdbet 1 qzq fe % e qu gegﬂiap

commun-eams WP R B R0 P bR Rt Blsebrb B eBied
processing computer may be a single computer or system of computers and/or may mclude any
number or plurality of coraputers or computer systems which are utilized in conjuunction with one
another. The central processing computer can provide services for any of the other computers
and/or computer systoms described herein as being associated with any of the parties or entitics
mvolved, such as, mdividuals, buyers, sellers, clearinghouses, exchanges, banks, msurers,
payers, brokers, agents, intermediaries, firms, and/or the like,
8033} The devices {e.g., communication devices, computers, etc.) of any number of parties
or entities can conumunicate and/or operate with, and operate in conjunction with, the central
processing commputer and/or any of the other computers and/or computer systems associated with
auny of the other jndividuals and/or entities which utilize and/or operate in conjunction with the
present innovation.
{0034} The devices can be any computer or commmunication device, mncluding, but not

fimited to, a personal computer, a home computer, a server computer, & network computer, a

11



[ 00361Any of the devices of the system can communicate with one anot her,
and/or be |linked to one another, over a. conmunication network, a

t el econmmiOcativiaesiset wor k, a tel ephone network, a |ine-ecmnsetied2mves wor k, a
wi rel ess communi cati on network, and/or the |like. Each of the devices can be
| i nked with any other device or devices directly or indirectly directly or
indirectly with one another so as to facilitate a direct or indirect

bi di rectional conmunication said respective devices, [00371The present

i nnovation can be utilized or inplenmented on, and/or over, the Internet,
and/or the Wrld Wde Wb (WWY. The present innovation can also utilize

W r el éasd-hatieonglita@andpdntddrdidpitéde Mebp senyitce s, pee@ubiprentuaodioordeday ces.
Any of the devices in the preferred can also include a web site or web

S'teSd%&%@ﬁhﬁﬁﬁﬂaﬂﬂﬁkﬁMﬁ?PDABQQQQ%ﬁbﬁs9J§@§ﬂhck5ﬂ%ﬁahhgﬂxﬁé@,aﬁ%ﬂkﬁﬁuV
utilized with any appropriate comunication network or system i ncl udi ng,

but naqt,.|) t ;* | CAlyl mnrk or system |ocal area network
% m aLted.ho éfx%&%%‘a\bﬂﬁ Qd

(LAN), "W dear éatn Virtual® "private network (VPN), a

tel ec ica 011/112815PCT/U82011/027910 network .or s
Db P S e e e o A e R A e R L

or system_ a w reless comruni cation network or system a line or wired
comuriig & itothet dRides siesgipst dwiein Mithis|regsd. (B OASe ABEWE IR GPIEYEEGH a
wireless Wrld Wde Wb network or system a digital comrunication network
or systidnpracpenfonmalioc ormunidat share diet wel/'& oforspstemithacqeirosiomahd/or any
communi cation services (PCS) network or system a satellite conmunication

net Worokhe@r dy@t 8Mdedichs arecriRndh@ormmind/ satikiRed 6t Wokhkinefio WSk e Mhe BrbRW
earth orbiting (LEO satellite network or system a public sw tched

t el ephong aNGL A i Ofha YS! ﬁé‘ih a@niﬁu‘?'zﬁ%‘?&@&ur@%ﬁ%@ 8&%9&9 AR TMQRK d@(qcé«)’ sl£m a

radi o communi cati on net wor k or system and/ or any ot her conmuni cati on

network or 3Y t%@% 1y Ypcomminat i an. of . tNe ARGNS,FIMIN cation networks or
v / L - @ O i
syst eff8: andr & %é

10036] Any of the devices of the systerm can conumunicate with one another, and/or be
iinked to one another, over a communication network, a telecommunmnication network, a telephone
network, a line-connected network, a wircless commumication network, and/or the like. Each of
the devices can be linked with any other device or devices directly or indwectly directly or
mdirectly with one another so as to facilitate a direct or indirect bidirectional cormmunication
satd respective devices,

16037} The present innovation can be utilized or implemented on, and/or over, the Internet,
and/or the World Wide Web (WWW). The present innovation can also utilize wircless Internet
and/or World Wide Web services, equipment and/or devices. Any of the devices in the preferred
can also inchude a web site or web sites associated therewith.

{6038] The present innovation can also be utilized with any appropriate commumnication
network or system including, but not limited to, a communication network or system, local area

network (LAN), wide arca network (WAN), virtual private network (VPN}, a telecommunication
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[ 00391Any of the devices can transmt data and/or information using TCP/IP,
as well as any other Internet and/or Wrld Wde Wb, and/or conmunicati on,
pr ot ocol swotha/gysEsem of the present innovation can al secuttskéiz@2mhiect ronic
commer ce technol ogi es and security nethods, techniques and technol ogi es
(e.g., encryption, firewails, etc), in any and/or all of the instances of
data and/or information processing, and/or data and/or information
transm ssi on descri bed herein. 100401The system can be a network conputer
or conputer system or any other comunication device which can provide the
functionality of, and which can be utilized as a central processing
conputrerwakch @stcan al wlcehfet cepmueaiconpiiverk andyorm,aa welisi t@nseniefion
conputer. The central processing conputer can include a central processing

uni t QkpRldor SHEdn aSwirflefd &noRh Qe8RS Hetw IS CPik6aN1A! $0w P8I Bommunication
m croconputer, a mniconputer, a nmacro-conputer, a nal nf r ane conput er,

2011/ TERTsRE URSoR 170578 H R0k Tl ob B e e Wik Nk % Plinom
i o OE BB 8 G E SR o) i o AP RUH G PP BYRAG. Bt .

and/ or commands into any of the devices, which includes any one or nore of
a keybodpd; & foserm sefmuBiiaHp . ot Vigen S S gt weTkmy uEvme e satglithcemupigation
exanpl e, a nouse, a touch pad, and/or an audi o input device and/or a video
i nput ndewirkey sfdtashe berd byndcomepnandionctansk deyses, adbechrtboiiotian /D)

ot herwi se which can be utilized for inputting and/or entering data and/or

i nf or RBflivn neWib&hod RPpUEmdavhaalcswiardalsghbs: goANatt &d si@edhhe GRhoMNy of
t he devices can al so I nclude a display device for displaying data and/ or

i nfor nBL,QRi 00 R nUSRSK QF 5%&&&& Bfiio 3&914‘1@ fC "Qnoiget]&'ﬂﬁq 1@3&%1%@1? aG@0r & gtrher

i nclude a transmtter(s), for transmtting signals andfor data and/

i nfornmation. .,.fodem  etc.) to_any. one of .nore of the devices which may
e ut rpmeaaif O aafTRET o5 i Y REMEBREH ST TGP e ARG HEF s Cox
can al so inclades a.receiver, for 'receiving signals and/or data and/or

i nf or MELFSH PHEHENone or nore of the devices which may be utilized in

conjunction with the present innovation. o ‘ ‘ B
{6039} Any of the devices can transmil data and/or nformation using TCP/IP, as well as any

other Internet and/or World Wide Web, and/or communication, protocols. The system of the
present innovation can also utilize electronic commerce technologies and security methods,
techniques and technologies {e.g., encryption, {irewalls, etc.}, in any and/or all of the mstances of
data and/or information processing, and/or data and/or information travsmission described
herein.

{6040] The system can be a network computer or computer system, or any other
communication device which can provide the functionality of, and which can be utilized as a
central processing computer such as an Internet server computer and/or a web sile server
computer. The central processing computer can include a central processing unit or CPU, such
as, a microprocessor. The CPU can also be a microcomputer, a miniconputer, a macro-

computer, a manframe computer, and/or the like, depending upon the application.



100431Any of the devices can include a database(s) which cos data and/or
information pertaining to the parties and/or entities who or which are
servi ced W9 20he11psiesent i nnovati on and/ or who or whi ch ecrlisz@ibk®ipr esent
i nnovation. 100441The dat abase(s) can contain any and/or all of the

i nformati on needed and/or required in order to performany and/or all of
the functions, services and/ or operations described herein as being
performed by the system and/or any of the devices, In this regard the

dat abase can contain data and/or .information regarding and any ot her data
and/or information regarding the individuals, buyers, sellers,

cl ear ijd@gigus esAnyexthangescs banksude nstanéss acpay efidnobrdekees) (RGRNOL 3, read
internediaries, firms, financial products, exchange rates, currencies,

secur ightyese m%kp&l‘sﬁm(i)%{@\@? eac\6r %@ﬂ@yc&%&%ﬁﬁéﬁ&é&%Oal@@2z%lq ﬁpmww es,

or the I'i ke which be needed and/ or de5|red in order to perf orn1any

and onal L he. Lpne LRSS ALY ST RN, QDRLRTIAN, AESGRL belof |ze

[ 0045 en1and net ésent i Anovation can
nuner feHedeMmmnmn5|norerto ag%d a vast arra

f1 nandEardand @ EREHTER Sy AT I R RRICRBE: T I SRR hBPESCo tﬂewé R?Qri ous

parties or entities described herein, Wile the enbodi nrents may be
descr iAB&@T i fkdie syt devieoansy o1 4 vided srubyevacep Sre mamary Farce gndser antdevies. i t
is inmportant to note that any of the parties and/or entities described
her ei misrarygnmt dddirecthbevipr edent cimbovatiized bn mrhéegamel/osientctiag dandAot/or
anal ogous manner. 100461Many nodifications and variations of the present
di scl estr@aane vpegsiblhedéncdtighh 0o be connected to the CPU. Any of the devices can
also mclude a display device for displaying data and/or information to a user or operator.
{60421 Any of the devices can also include a transmutter(s), for transmitting signals and/or
data and/or mformation (¢.g., modem, ete.) to any one or more of the devices which may be
utilized i conjunction with the present imnovation. Any of the devices can also includes a
receiver, for recetving signals and/or data and/or information from any ome or more of the
devices which may be utilized in conjunction with the present innovation.
{0043] Any of the devices can melude a database(s) which contains data and/or mformation
pertaining to the parties and/or entitics who or which are serviced by the present innovation
and/or who or which utilize the present innovation.
{6044 The database(s} can contain any and/or all of the information needed and/or required
n order to perform any and/or all of the functions, services and/or operations described herein as
being performed by the systern and/or any of the devices. In this regard the database can contain
data and/or information regarding and any other data and/or information regarding the

individuals, buyers, sellers, clearinghouses, exchanges, banks, msurers, payers, brokers, agents,

miermediaries, firms, financial products, exchange rates, currencies, securttics, stocks, futures,
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t he above teachings. Therefore, within the scope of the appended claim the
present disclosure may be practiced other than as specifically described.
WO 2011/ MO2BACTIIIS2011/ 027910 WHAT IS CLAIMED | S: PCT/US2011/021€0onput er
i npl enented net hod of creating and trading a financial product, the nethod
conprising the steps of: requesting an order by a first party for a
first financial product froma second party, wherein the order is entered
into a electronic conputer trading system creating an agreenent by
the second party with a third party to convert the first financial product
into a second financial product; converting the first financial product

i nto tchemsei@ondof ilpdikeivalticipradiChs naldedrhdigr tbered 6 ondkr fti paneinabhnpradiuct ;
delivering the cleared second financial product to the second party; and

l'i sting drive secend, Jchﬂ@&ccéﬁ@}@? cml@%&&tdg@&l@a wexgdange; and trading the
second financial product on exchange.

{0045] The system and wmethod of the present mmovation can be utilized in mumerous
preferred embodiments in order to provide a vast array of financial and financial-related services
for any one or more of the various parties or entitics described herein. While the embodiments
may be described with regards to utilization by a particular party or entity, it 18 important to note
that any of the parties and/or entities described herein may utilize the present invovation wn the

same, similar and/or analogous manner.

{6046 Many modifications and variations of the present disclosure are possibie in light of
the above teachings. Thercfore, within the scope of the appended clatm, the present disclosure

may be practiced other thao as specifically described.



2. The conputer-inplenmented nethod of Claim1l, wherein the first financial
product is a spot foreign exchange order. 3. The

conput er -wopbamaetied net hod of Claiml, wherein the secead/uscoaneioad
product is a futures contract. 4. The conputer-inpl enmented net hod of
Claiml, wherein the second financial product is a foreign exchange
deferred spot product, 5. The conputer-inplenented nethod of C aim
|, wherein the first financial product is converted into the second
financi al product by an exchange of futures swaps. 6. The
conput er-i npl enented nethod of Claim1l1, wherein the second financi al

pr oducvHiAS IS SL&tMB® i&: nati onal exchange where it naintains a unique
tradi ng synbol and is traded WD 2011/112815PCT/US2011/ 027910 by i nvestors.

7. The conput er -4 ppLEIENLEGABREAPS @b OF BlcMidy athel®idy iRl badquPatiy 1s
at | east one of a custoner and retail investor. 8. The

conput elr I ¥ ted.meLhod of daiml, wherein the second party is at
IeastH%ﬁ%“ggkﬁﬂgﬁﬁﬁgﬁggﬁ%ﬁﬁission merchant, a forex deal nerchant, and a
bank.

requesting an order by a first party for a first financial product from a second party,
wherein the order is entered into a electronic computer trading system;

creating an agreement by the second party with a third party to convert the {irst financial
product into a second financial product;

converting the first financial product into the second financial product;

clearing the second financial product;

delivering the cleared second financial product to the sccond party; and

listing the second finauncials product ou an exchange; and

trading the second financial product on the exchange.

2. The conputer-implemented method of Claim 1, wherein the first financial
product 18 a spot foreign exchange order,

3. The computer-implenented method of Claim 1, wherein the second financial
product s a futures contract,

4. The computer-implemented method of Claim 1, wherein the second financial
product is a foreign cxchange deferred spot product.

5. The computer-implemented method of Claim 1, wherein the first financial
product is converted into the second financial product by an exchange of futures swaps.

6. The conputer-implemented method of Claim 1, wherein the second financial

product 18 listed on 4 national exchange where it maintains a unique trading symbol and s traded
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9. The conputer-inplemented nethod of Aaim1l1, wherein the third party is
at | east one of an exchange and nati onal exchange. 10. The
conput er -wopbamaetied net hod of C aim 1, wherein the secead/uscoaneioad
product is cleared by at one of a third party acting as a clearing house, a
cl earing house owned by the third party; and wherein a fourth party that is
the cl earing house. 11. The conputer-inplenmented nmethod of Caiml
wherein the third party converts the first financial product into the
second financial product, clears the second financial product, and delivers
the cl eared second financial product to the second party. 12. The
conputterisvgsplrement ed nethod of Claim 1, wherein a fourth party clears the
second financial product and delivers the cleared second financial product

to the second pamk¥omputor-impkirentbl SnERIPMEhmh TP, RIBRLE PR bhedisof 1Ghai m 1,
wherein at | east one of the steps are perforned over a conputer networKk.

14. A088@PHES%&%%QHQE%QQQ%&Q&wPreat!n9 and facilitatipg the trading of a
financial pro uci, the “met hod conprising the steps of: providing a conputer

server on vhich, 'financyglyprodu&t,i selectivyely created and}%;aded;
or ovi di ng & conpit &PPErPaRECTE St el e R AP Re S Ebmput er
server, the

least one of a futures commission merchant, a forex deal merchant, and a bank,

9. The computer-implemented method of Claim 1, wherein the third party s at least
one of an exchange and national exchange.

10, The computer-implemented method of Claim 1, wherein the secound financial
product is cleared by at one of a third party acting as a clearing house, a clearing house owned by
the third party; and wherein g fourth party that is the clearing house.

11, The computer-implemented method of Claim 1, wherein the third party converts
the first financial product into the second financial product, clears the second financial produet,
and delivers the cleared second financial product to the second party.

12, The computer-implemented method of Claim 1, wherein a fourth party clears the
second financial product and delivers the cleared second financial product to the second pasty.

13, The computer-implemented method of Claim 1, wherein at least one of the steps
are performed over a computer network.

14, A computerized method for creating and facilitating the trading of a financial
product, the method comprising the steps of!

providing a computer server on which a financial product is selectively created and
traded:

providing a coraputer mterface in operable cormmunication with the computer server, the

17



WO 2011/ 112815PCT/ US2011/ 027910 conputer interface enabling a user to enter
an order for a financial product; wherein a custoner enters a foreign
exchange woder1/i1eg16 t he conput er server; wher ei n &CTA1SA01@H2THGNMTI SSi ON
merchant enters into an agreenent with a national exchange which permts
the foreign exchange order to be converted into a futures contract via an
exchange of futures for swap; wherein the foreign exchange order is
converted into a futures contract via an exchange of futures for swap;
wherein the futures contract is cleared through a national clearing house;
and wherein the national clearing house delivers the cleared futures
cont r actnpti@r e ffcdusies ccann ©Sint anetdhanta Gmeclabgroliutttir es conmi ssi on
merchant |ists the futures contract on a national exchange where it

mai nt ai ns %vﬂé&ﬁ‘é%u&ﬁﬁ@i Ao ¥ THRlgAREL AR ol?&l Qﬁi@@i@e‘h%u‘&@‘é@ﬁ%@r S,
15. A conput er systen1 or creatlng and facilitating the trading of a

financial Ruaduet.n GRS HYSHEM CAMELSI NG APAIBULET.RRIHET 1Rl ch 2
& IS

financi al produ i'vely create

exchange which permits the foreign exchange order to be converted into a futures contract via an
exchange of futures for swap;

wherein the foreign exchange order is converted into a futures contract via an exchange
of futures for swap;

wherein the futures contract is cleared through a national clearing house; and

wherein the national clearing house delivers the cleared futures contract to the futures
commission merchant and the futures commission merchant hists the futures contract on a
national exchange where i waintains a unique trading symbol and can be traded by tuvestors,

i5. A computer systens for creating and facilitating the trading of a financial product,
the system comprising:

a computer server on which a financial product 18 selectively created and traded;

a computer interface m operable communication with the coraputer server, the computer
interface enabling a user to enter an order for a financial product;

wherein the computer systen enables a customer to enter a foreign exchange order into
the computer server;

wherein the computer system enables a futures comrmmssion merchant to enter into an
agreement with a national exchange which permits the foreign exchange order to be converted
into a futures contract via an exchange of futures for swap;

wherein the computer system enables the foreign exchange order to be converied mto a
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a conputer interface in operable comunication with the conputer server,
the conputer interface enabling a user to enter an order for a financial
product; wo2011/Mbsasei n t he conputer system enabl es a cusCoraseotio2™me er a
forei gn exchange order into the conputer server; wherein the conputer
system enabl es a futures conm ssion nerchant to enter into an agreenent
with a national exchange which permts the foreign exchange order to be
converted into a futures contract via an exchange of futures for swap;
wherein the conputer system enabl es the forei gn exchange order to be
converted into a WO 2011/ 112815PCT/ US2011/ 027910 futures contract via an
exchangerafeohidvesaf orhawapf futures forwhepei n the conputer system enabl es the
futures contract to be cleared through a national clearing house; and
wherei n conpit&h t&)&;ﬁﬁiﬂ&ﬁ?@&rﬁ%m&&@x matigraloskeard Ro.bous @11&9 hdﬁu@ﬁﬂ the
cleared futures contract to the futures comm ssion nerchant and the futures
comm %?JLPH usghﬁﬂit lists the futures contract on a national exchange where
it maintains a uni gue tradi ng synbol _and can be traded by investors,

wherein computer system enables the national clearing house to deliver the cleared
firtures contract to the futures commission merchant and the futures commnussion merchant hists
the fitures contract on a national exchange where # maintains a unique trading symbol and can

be traded by investors,
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