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What is claimed is: 

1. A method of creating a rate-negotiated, 	standardized-coupon financial 

i 	trument comprising: 

negotiating a coupon between two parties; 

lectronically implying or approximating at least one forward curve and a discount 

curve to b consistent with the negotiated coupon on at least one processor; and 

electrs ically determining a consistent value for a swap with a different coupon on at 

least one proces ,r; 

whereby a 	ancial instrument negotiated in rate terms can be substituted with an 

equivalent position in . i instrument with a different coupon rate, at an adjusted price. 

2. The methos 	of creating a rate-negotiated, standardized-coupon financial 

instrument of claim 1 further wherein electronically determining the consistent value for a 

swap with a different coupon c 	prises determining the net present value (NPV) of the 

interest rate swap written as the c 'fference between the present values of two interest 

payment legs. 

3. The method of creating . 	rate-negotiated, standardized-coupon financial 

instrument of claim 2 further wherein electro 'ically determining the consistent value for a 

swap with a different coupon comprises dete 	ing the net present value (NPV) of the 

interest rate swap written as the difference betwe 	the present values of fixed coupon 

payments and floating coupon payments. 

4. The method of creating a rate-negotiate • 	standardized-coupon financial 

instrument of claim 2 further wherein electronically determin 	g the consistent value for a 

swap with a different coupon comprises determining the net p - sent value (NPV) of the 

interest rate swap written as the difference between the present va es of floating coupon 

payments with a reference rate plus a fixed coupon and floating cou a In payments with a 

different reference rate. 

5. The method of creating a rate-negotiated, standardized-cou on financial 

instrument of claim 2 further wherein electronically determining the consistent , . lue for a 

swap with a different coupon comprises utilizing: 

NAV, ) 	,. 	Its. rijk: ' Fiairu 

where, 
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C is a fixed coupon; 

gtalt) is the forward rate at t , relevant to the floating payment at .11.. ; 

DF(tM is the discount factor from t to S 	.4- 	s ; and 

17,-,;07m, 	are the year fractions of the accrual period for fixed and floating payments 

respect_,  ly. 

6. The method of creating a rate-negotiated, standardized-coupon financial 

instrument of 	.im 2 further wherein electronically determining the consistent value for a 

swap with a differ- t coupon comprises utilizing: 

where, 

cl is a fixed coupon, 

c:2 is a quoted par swap 	te, implying N"k;P:r.) 	. . . ; and 

m 
.„ i 	7.m.D-Ftt.;:740 

7. The method of creating 	rate-negotiated, standardized-coupon financial 

instrument of claim 2 further wherein elect. ically determining the consistent value for a 

swap with a different coupon comprises utilizing. 

NPVitel, 0 re NPV(0 ?. td I WWIC,I.. 	-z 

where, 

c1 is a fixed coupon; and 

c is the quoted par coupon. 

8. The method of creating a rate-negotiated, sta • ardized-coupon financial 

instrument of claim 2 further comprising determining the consisten 	alue for a swap with a 

different coupon by utilizing: 

.Npvie 	= 	(f. 	.1(t,,,•710 	• 	t.DF(tfris)- 	r 	.;- -, hr,... ,. • 	C 	•-, g• 	i:Ih'4,".44.-." 

where, 

c is a fixed coupon; 

I (tvrAMY ), U -a (P, T.Aa,z) ) are the rates at t determined by two forward c 	es, 

relevant to the floating payments at Ti:P-Tio respectively; 

DM 10 is the discount factor from t to s , 1  S :'3.  ; and 
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Tut..:rzg are the year fractions of the accrual periods of the two floating payments 

respectively. 

9. The method of creating a rate-negotiated, standardized-coupon financial 

inst 	ment of claim 1 further wherein electronically implying or approximating the at least 

one fo 	and curve and the discount curve comprises using a London InterBank Offered. Rate 

(LIBOR) 	rve. 

10. 1  he method of creating a rate-negotiated, standardized-coupon financial 

instrument of cla D 	1 further wherein electronically implying or approximating the at least 

one forward curve 	,mprises using a London InterBank Offered Rate (LIBOR) curve and 

electronically implying sr approximating the discount curve comprises using an overnight 

indexed swap (OIS) curve. 

11 	The method o 	creating a rate-negotiated, standardized-coupon financial 

instrument of claim 1 further inc ding adding or subtracting a constant from the NPV to 

obtain the price. 

12. The method of creating a rate-negotiated, standardized-coupon financial 

instrument of claim 1 further wherein elec • nically determining a consistent value for the 

swap with a different coupon comprises elec 	nically determining a consistent value for a 

spot starting swap. 

13. The method of creating a rate-nego. ated, standardized-coupon financial 

instrument of claim 1 further wherein electronically det, 	ining a consistent value for the 

swap with a different coupon comprises electronically de e •• ining a consistent value for a 

forward-starting swap. 

14. The method of creating a rate-negotiated, stan• . dized-coupon financial 

instrument of claim 1 further comprises creating a rate-negotiates, standardized-coupon 

cleared swap. 

15. The method of creating a rate-negotiated, standardized-co. Don financial 

instrument of claim 1 further comprises creating a rate-negotiated, standa • -ed-coupon 

future. 

16. The method of creating a rate-negotiated, standardized-coupon fina ,cial 

instrument of claim 1 further including selecting the at least one microprocessors from t -

group comprising one processor, more than one processor, and combinations thereof. 
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17. A rate-negotiated, standardized-coupon financial instrument obtained by a 

process, the process comprising: 

negotiating a coupon between two parties; 

implying or approximating at least one forward curve and a discount curve consistent 

with t a - negotiated coupon; and 

de.-11 	lining a consistent value for a swap with a different coupon; 

wher: oy a financial instrument negotiated in rate terms can be substituted with an 

equivalent posit •n in an instrument with a different coupon rate, at an adjusted price. 

18. The 	te-negotiated, standardized-coupon financial instrument obtained by a 

process of claim 17 fu her comprising determining the consistent value for a swap with a 

different coupon by utiliz i • the net present value (NPV) of the interest rate swap written as 

the difference between the pr 	ent values of interest payment legs. 

19. The rate-negotiate 	standardized-coupon financial instrument obtained by a 

process of claim 18 further wherein z ectronically determining the consistent value for a swap 

with a different coupon comprises dd= mining the net present value (NPV) of the interest 

rate swap written as the difference betwee the present values of fixed coupon payments and 

floating coupon payments. 

20. The rate-negotiated, standardized-, oupon financial instrument obtained by a 

process of claim 18 further wherein electronically de -m 	mining the consistent value for a swap 

with a different coupon comprises determining the ne 	.resent value (NPV) of the interest 

rate swap written as the difference between the present v. ues of floating coupon payments 

with a reference rate plus a fixed coupon and floating cou, on payments with a different 

reference rate. 

21. A general-purpose digital computer programmed to c. 	out a series of steps, 

the series of steps to electronically clear and settle a rate-negotiated, 	tandardized-coupon 

financial instrument comprising: 

negotiating a coupon between two parties; 

implying or approximating at least one forward curve and a discount curve onsistent 

with the negotiated coupon; and 

determining a consistent value for a swap with a different coupon; 
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whereby a financial instrument negotiated in rate terms can be substituted with a 

equivalent position in an instrument with a different coupon rate, at an adjusted price. 

22. The general-purpose digital computer programmed to carry out a series of 

step' 	the series of steps to electronically clear and settle a rate-negotiated, standardized-

coupon inancial instrument of claim 23 further comprising determining the consistent value 

for a swap 	ith a different coupon by utilizing the net present value (NPV) of the interest rate 

swap written 	the difference between the present values of interest payment legs. 

23. A . •mputer program product, comprising a computer usable medium having a 

computer readable . • gram code embodied therein, the computer readable program code 

adapted to be executed 	implement a method for clearing and settling a non-biased financial 

instrument, the method co ..rising: 

negotiating a coupon be 	een two parties; 

implying or approximating 	least one forward curve and a discount curve consistent 

with the negotiated coupon; and 

determining a consistent value for 	swap with a different coupon; 

whereby a financial instrument nego 	ted in rate terms can be substituted with a 

equivalent position in an instrument with a differ- ,t coupon rate, at an adjusted price. 

24. A non-biased financial instrument co 	rising: 

negotiating a coupon between two parties; 

means for implying or approximating at least one fo 	and curve and a discount curve 

consistent with the negotiated coupon; and 

means for determining a consistent value for a swap with a di erent coupon; 

whereby a financial instrument negotiated in rate terms can b 	substituted with a 

equivalent position in an instrument with a different coupon rate, at an adjus d price. 
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What is claimed is: 

1. A 	method 	of creating 	a 	rate-negotiated, 	standardized-coupon 	financial 

instrument comprising: 

receiving in a memory a coupon negotiated in rate terms between two parties; 

approximating by at least one processor in communication with the memory at least 

one forward curve and a discount curve to be economically equivalent to the negotiated 

coupon; 

determining by at least one processor an economically equivalent value for a swap with 

a different coupon; and 

substituting by at least one processor a financial instrument negotiated in rate terms 

with an equivalent position in an instrument with a different coupon rate, at an adjusted price. 

2. The method of creating a rate-negotiated, standardized-coupon financial 

instrument of claim 1 further wherein determining by at least one processor the consistent value 

for a swap with a different coupon comprises determining the net present value of the interest 

rate swap written as the difference between the present values of two interest payment legs. 

3. The method 	of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 2 further wherein determining by at least one processor the consistent value 

for a swap with a different coupon comprises determining the net present value of the interest 

rate swap written as the difference between the present values of fixed coupon payments and 

floating coupon payments. 

4. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 2 further wherein determining by at least one processor the consistent value 

for a swap with a different coupon comprises determining the net present value of the interest 

rate swap written as the difference between the present values of floating coupon payments 

with a reference rate plus a fixed coupon and floating coupon payments with a different 

reference rate. 

5. The method 	of creating 	a rate-negotiated, 	standardized-coupon financial 

instrument of claim 2 further wherein determining by at least one processor the consistent value 

for a swap with a different coupon comprises utilizing: 

Pi 

ATPV(C, 0 = 	i DF 	2"„i ) 	(t, Tz, i  jrz-z,i DF(t, 71,i  

where, 
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NPV is net present value; 

c is a fixed coupon; 

t is time; 

L(t,Ti.i) is the forward rate at t, relevant to the floating payment 

at Tz,i ; 

DF(t. s) is the discount factor from t to 5.  , t g 5  ; and 

r.i.rt.i. are the year fractions of the accrual period for fixed 

and floating payments respectively. 

6. 	The method of creating 	a rate-negotiated, 	standardized-coupon financial 

instrument of claim 2 further wherein determining by at least one processor the consistent value 

for a swap with a different coupon comprises utilizing: 

NPV(ci, t) — NPIT(c-2, t) = (c1  — cOA(t), 

where, 

NPV is net present value; 

A( t) 

Ci is a fixed coupon; 

t is time; 

cz is a quoted par swap rate, implying NPV(c2,t) = 0  . . 

and 

.4-_, 	- BF (t-  , 7 ' ,j ) 
1 	 , 

7. 	The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 2 further wherein determining by at least one processor the consistent value 

for a swap with a different coupon comprises utilizing: 

NPV(cl  t n NPV(ci,t 	÷ DI701(c1, 0) x c 

where, 

NPV is net present value; 

ci is a fixed coupon; 

t is time; and 
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C is the quoted par coupon. 

8. 	The method 	of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 2 further comprising determining by at least one processor the consistent 

value for a swap with a different coupon by utilizing: 

NTI7(c, 	= 	(c.  + 	_ 	. 	,, D: t. Ti,, 	- t. 	, 	2,  D 	E T- 

where, 

NPV is net present value; 

c is a fixed coupon; 

t is time; 

L11 (t, T1(1, t) ), L12 (t, T1(2, 1) ) are the rates at I: determined 

by two forward curves, relevant to the floating payments at Tp Tip 

respectively; 

D r 	is the discount factor from t to s 	t  :C s ; and 

T1,, r, 	are the year fractions of the accrual periods of the two 

floating payments respectively. 

9. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further wherein approximating by at least one processor the at least one 

forward curve and the discount curve comprises using a London InterBank Offered Rate curve. 

10. The method 	of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further wherein approximating by at least one processor the at least one 

forward curve comprises using a London InterBank Offered Rate curve and approximating on 

at least one processor the discount curve comprises using an overnight indexed swap curve. 

11. The method 	of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further including adding or subtracting by at least one processor a 

constant from the net present value to obtain the price. 

12. The method 	of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further wherein determining by at least one processor a consistent value 
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for the swap with a different coupon comprises determining by at least one processor a 

consistent value for a spot starting swap. 

13. 	The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further wherein determining by at least one processor a consistent value 

for the swap with a different coupon comprises determining by at least one processor a 

consistent value for a forward-starting swap. 

14. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further comprising creating by at least one processor a rate-negotiated, 

standardized-coupon cleared swap. 

15. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further comprising creating by at least one processor a rate-negotiated, 

standardized-coupon future. 

16. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further including selecting the at least one microprocessors from the 

group comprising one processor, more than one processor, and combinations thereof 

17. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further comprising substituting by at least one processor a rate-negotiated 

future into a standardized-coupon swap. 

18. The method of creating a rate-negotiated, 	standardized-coupon fmancial 

instrument of claim 1 further comprising substituting by at least one processor a rate-negotiated 

future into a standardized-coupon future. 

19. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further comprising substituting by at least one processor a rate-negotiated 

swap into a standardized-coupon swap. 

20. The method of creating a rate-negotiated, 	standardized-coupon financial 

instrument of claim 1 further comprising substituting by at least one processor a rate-negotiated 

swap into a standardized-coupon future. 
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