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What is claimed is;

1. A method of creating a rate-negotiated, standardized-coupon financial
trument comprising:
negotiating a coupon between two parties;
lectronically implying or approximating at least one forward curve and a discount

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

equivalent position in dy 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 electronically determining the consistent value for a
swap with a different coupon cmprises determining the net present value (NPV) of the
interest rate swap written as the Wifference 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 electroxically determining the consistent value for a

instrument of claim 2 further wherein electronically determining the consistent

swap with a different coupon comprises utilizing:
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£ 1is a fixed coupon,

&40, ¥ is the forward rate at t , relevant to the floating payment at T1.¢;

S, 5¥ s the discount factor from ¢ to 5, $ €& ; and

X

Yma¥uie  are the year fractions of the accrual period for fixed and floating payments

.;and

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

instrument of claim 2 further wherein electrdpically determining the consistent value for a

swap with a different coupon comprises utilizing)
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where,

€y 1is a fixed coupon; and

= is the quoted par coupon.

8. The method of creating a rate-negotiated, staddardized-coupon financial
instrument of claim 2 further comprising determining the consistent\yalue for a swap with a

different coupon by utilizing:
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where,

€ is a fixed coupon;

L3 (6 FEAY ), L2 (0 Tg23) ) are the rates at ¢ determined by two forward ¢
relevant to the floating payments at T3.:32: respectively;

S, 5 is the discount factor from ¢ to ¥, £ % & ; and
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T1: T3y 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
insttyment of claim 1 further wherein electronically implying or approximating the at least
ard curve and the discount curve comprises using a London InterBank Offered Rate
(LIBOR) oygve.

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

instrument of clakp 1 further wherein electronically implying or approximating the at least
one forward curve oqmprises using a London InterBank Offered Rate (LIBOR) curve and
electronically implying\or approximating the discount curve comprises using an overnight

indexed swap (OIS) curve.

11 The method oN creating a rate-negotiated, standardized-coupon financial
instrument of claim 1 further inc\uding 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 electpnically determining a consistent value for the
swap with a different coupon comprises electynically determining a consistent value for a

spot starting swap.

13.  The method of creating a rate-negofated, standardized-coupon financial
instrument of claim 1 further wherein electronically dethmining a consistent value for the
swap with a different coupon comprises electronically deteXnining a consistent value for a

forward-starting swap.

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

instrument of claim 1 further comprises creating a rate-negotiated)\ standardized-coupon

cleared swap.

15. The method of creating a rate-negotiated, standardized-colpon financial
instrument of claim 1 further comprises creating a rate-negotiated, standarded-coupon

future.

16.  The method of creating a rate-negotiated, standardized-coupon finaycial
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 thg negotiated coupon; and

deX¢grmining a consistent value for a swap with a different coupon;

wherdpy a financial instrument negotiated in rate terms can be substituted with an

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

18.  The Nte-negotiated, standardized-coupon financial instrument obtained by a
process of claim 17 fuxther comprising determining the consistent value for a swap with a
different coupon by utilizgg the net present value (NPV) of the interest rate swap written as

the difference between the prdgent values of interest payment legs.

19.  The rate-negotiatey, standardized-coupon financial instrument obtained by a
process of claim 18 further wherein ectronically determining the consistent value for a swap
with a different coupon comprises detdmining the net present value (NPV) of the interest
rate swap written as the difference betweeX the present values of fixed coupon payments and

floating coupon payments.

20.  The rate-negotiated, standardized-Spupon financial instrument obtained by a
process of claim 18 further wherein electronically de¥rmining the consistent value for a swap
with a different coupon comprises determining the nel\present value (NPV) of the interest
rate swap written as the difference between the present vues of floating coupon payments
with a reference rate plus a fixed coupon and floating coudpn payments with a different

reference rate.

21. A general-purpose digital computer programmed to ¢ out a series of steps,
the series of steps to electronically clear and settle a rate-negotiated, \ytandardized-coupon

financial instrument comprising:
negotiating a coupon between two parties;

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

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

negotiating a coupon bekgeen 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 negodated in rate terms can be substituted with a
equivalent position in an instrument with a differégt coupon rate, at an adjusted price.

24. A non-biased financial instrument comyrising:
negotiating a coupon between two parties;

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

consistent with the negotiated coupon; and
means for determining a consistent value for a swap with a diX{erent coupon;

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

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

1. A methqd 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:

N N

NPV(C.t) = ¢ ) 1, DF(.T, )~ D L. Ty DF (5.,
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where,
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NPV is net present value;
¢ 1is a fixed coupon;
¢ is time;

L{£. T} is the forward rate at t, relevant to the floating payment

at Tui:

DF{t. 5} is the discount factor fromt to 5 , £ <5 ; and

Toi»Tis 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(cy, 1) — NPV(es, £) = gy — A,
where,
NPV is net present value;
€1 is a fixed coupon;
¢ 18 time;
Cz is a quoted par swap rate, implying NPVicy,t)=0 ;

and

N

Alt) & szaf'(z, Te:)

i=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:
NPVicy, t} & NPVicy, tg) + DVOL{cq, £y) x{c —cp)
where,
NPV is net present value;
€1 is a fixed coupon;

t is time; and
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© 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:

b M
NPV = Y (e 4 Lo T ) DF(e T ) - ). Lot Tos oo DF (6. T ).
= =1

where,

NPV is net present value;

€ is a fixed coupon;

¢ is time;

LA@ETuLny), Li2 (L THZ,1)) are the rates at ¢ determined
by two forward curves, relevant to the floating payments at T1.:» T2,
respectively;

DF{z,5} is the discount factor from £ to 5 ,£ <5 ; and

T1:. T2, are the year fractions of the accrual periods of the two
floating payments respectively.

0. 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
mstrument 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
mstrument 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 financial
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
mstrument of claim 1 further comprising substituting by at least one processor a rate-negotiated

swap into a standardized-coupon future.
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