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on the baspssefiskisncufr ent prioe, Arhe user in WO 02/31716 PCT/ EPOL/ 11632
-2 puts a execution request conprising at |east the volune of

With the help of computer systems, a user like an investor or

15 an investor's agent can access a market of exchange traded
items for purchasing or selling exchange traded items such as
stocks, bonds, stock options, futures options, financial in-
struments, etc. Computer systems for accessing a market of
exchange traded items usually comprise means for receiving

20 and outputting user information which are in communication
with a user terminal. Moreover, such computer systems com-
prise means for executing a transaction of an exchange traded
item. The means for executing a transaction include trading
means for managing the transaction and an exchange interface

25 in communication with the market of exchange traded items

such as a stock exchange.

The user may start a transaction of an exchange traded item
by inputting a user request related to a current price of a
30 particular exchange traded item to be purchased or sold. Upon
receipt of the user request, the computer system requests a
corresponding price from the market of exchange traded items
via the exchange interface. The computer systems then outputs
the price received via the exchange interface to the user via
35 the means for receiving and outputting user information. If
the user decides to purchase or sell the particular exchange

traded item on the basis of its current price, the user in-



the transaction, e.g., the anount of shares of a specific conpany to be
purchased or sold. This execution request is input via the user term nal
and receiwed2/byid¢ he nmeans for re 5 ceiving and out putti ngPOBFEPOT/TIEZ2 mat i on.
Thereafter, the trading nmeans access the market of exchange traded itens
via the exchange interface in order to,execute a transaction re- lated to
t he execution request. After execution of the trans- action, a position of
a particular exchange traded itemis 10 created or settled. It is
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rency of the investor's domestic market. For example, if a
Japanese investor purchases 100 shares of XYZ corporation
trading on the NASDAQ for 10 dellars a share, the transaction
would cost the investor 100.000 yen, assuming the exchange

20 rate was 100 yen to the dollar at the time of the transac-
tion. If the investor decides to sell the shares of XYZ cor-
poration at a time when the exchange rate is 95 yens to the
dollar, the investor would incur a 5% loss associated with
the fluctuation in the exchange rate.

25
There are existing financial instruments for protecting
against foreign exchange (FX) risks. For example, a buyer of
a FX call option has the right to purchase a specified amount
of foreign currency at a specified exchange rate at a speci-

30 fied time. In retail banking for average customers, however,
FX options are unsuitable for eliminating exchange rate risks
associated with a position created by a transaction of an ex-
change traded item for several reasons. First, the use of FX
options would add a layer of complexity to a transaction of

35 the exchange traded item by requiring the investor to be fa-
miliar with option investing and the use of calls and puts to

hedge a position. Also, FX options are typically for fixed



-3 amounts of currency and do not generally match the amount of currency
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erets, consuming process when purchasing an FX option.

Another technique for hedging exchange rate risks is the pur-
chase of currency certificates. However, currently traded

20 currency certificates also require the investor to fully un-
derstand the product in order to choose the most suitable
currency certificate. Moreover, currency certificates have
standard certificate amounts that usually do not match the
volume of a transaction of an exchange traded item and prede-

25 fined strike levels that do not match the exchange rate at
the time the transaction is executed. Like FX options, cur-
rency certificates are not easily selected on-line so that
investors will have to undergo a potentially time consuming

process when purchasing a currency certificate.

30
Summarizing, the exchange rate risk associated with a posi-
tion of an exchange traded item can not be hedged easily by
non-professional investors partially due to the complex and
time consuming process of purchasing a currently available

35 financial instrument like an FX option or a currency certifi-

cate for protecting against exchange rate risks. There is,

therefore, a need for a computer system and the method for



therefore, a need for a conputer systemand the nethod for WO 02/ 31716
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15 means for outputting a hedging offer, a hedging offer com-
prising at least the hedging price. A method for hedging a
currency exchange rate risk according to the invention com-
prises executing a primary transaction of an exchange traded
item, the primary transaction having a transaction volume,

20 receiving a currency exchange rate, determining the hedging
price based on at least the currency exchange rate, a hedging
period and the transaction volume or a fraction thereof and
outputting the hedging offer, the hedging offer comprising at
least the hedging price. According to the invention, the

25 hedging offer which includes the hedging price is preferably
output in context with a particular primary transaction of an
exchange traded item, e.g., immediately after an investor re-
gquests from the computer system to execute a particular pri-

mary transaction.

30
The hedging period, i.e., the period for which protection
against the exchange rate risk is sought or granted, can be
standardized, user-determined or pre-determined by the com-
puter system. In case the hedging period is not pre-

35 determined by the computer system, the computer system pref-

erably comprises means for receiving a hedging period. The

means for receiving the hedging period may be in communica-



erably conprises neans for receiving a hedging period. The mneans for
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standardi zed hedging periods or with a user termnal for re- ceiving a
user-defined hedging period. 5 In an exenplary enbodi nent of the invention,
the conmputer systemfurther conprises Rans for executing a secondary
transaction of the exchange rate risk. The secondary transac- tion of the
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associated wwth a particular primary transaction. The secondary
transaction can relate to both exchange traded 35 itens and so-call ed
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€9 p? ba%%gcgni% the background such that the detailed mechanisms of
the secondary transaction remain "invisible" for the inves-

tor. It is therefore not necessary that the investor under-

stands the secondary transaction as such. The investor only

needs to know that the exchange rate risk associated with a

20 particular primary transaction will be eliminated if the in-

vestor accepts the hedging offer.

The secondary transaction may have the form of an agreement
between the investor and e.g. a financial institute according
25 to which the financial institute is willing to carry the ex-
change rate risk associated with a particular primary trans-
action and the investor is willing to pay the hedging price
to the financial institute in return. On the other hand, the
secondary transaction may also relate to an exchange traded
30 item like a special financial instrument suited for compen-
sating the exchange rate risk associated with a particular

primary transaction.

The secondary transaction can relate to both exchange traded
35 items and so-called non-tradable items which can not be
traded. The secondary transaction can e.g. be based on a so-

called over—-the-counter (OTC) financial instrument, which is



call ed over-the-counter (OIC) financial instrunent, which is WO 02/31716
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the basis for determining the hedging price. Moreover, the
means for executing the transaction may comprise an exchange
interface in communication with the market for exchange
traded items. The exchange interface is adapted to at least
20 receive real-time prices of exchange traded items. In addi-
tion, the means for outputting the hedging price may comprise
a user interface for outputting and receiving user informa-
tion. The user interface is preferably in communication with
an external user terminal. The user terminal can be operated

25 by an investor's agent or directly by the investor.

According to a further embodiment, the computer system of the
present invention also comprises database means for storing
transaction information relating to each executed primary

30 transaction. Additionally, the transaction information can
comprise information relating to a subsequent secondary

transaction.

When a hedged position of a particular exchange traded item
35 is settled (e.g. when previously purchased shares of a spe-
cific company are sold), the current exchange rate has to be

examined to find out if the investor incurred an exchange



examned to find out if the investor incurred an exchange WO 02/ 31716
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but also the compensation amount, an exchange rate loss asso-
ciated with the depreciation of the exchange rate is compen-
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20 When the hedging period has lapsed prior to settlement of the
primary transaction, the exchange rate risk associated with
the position created by the primary transaction is no longer
hedged. To enable a continuous hedging of the position
("roll-over"), the computer system may comprise time measur-

25 ing means for measuring a lapsed portion of the hedging pe-
riod. The time measuring means may communicate with the means
for outputting the hedging offer such that a further hedging
offer including a newly determined hedging price is output if
the lapsed portion of the hedging period exceeds a first

30 threshold. If, e.g., initially a hedging period of three
months was selected by the investor, a further hedging offer
may be output two weeks prior to the end of this three months

period.

35 During the hedging period the value of a hedged position,
i.e., the price of the exchange traded item subject to the

primary transaction, may appreciate. Consequently, a differ-
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transaction information based on which the primary transaction is executed

and a confimaticen o i@l 030 rhrUtbinRdna chedgivighprheendaher fored based
at least on a current éxchange rate, a hﬁdghn% gerio% and.the.transaction
SYafusRafs B

val ue or RUWEPEMIGY e heAF s QRSN t hETHB&Gi RGIIpEFI 887 s
user - det erfEmablsed tdie aiseiwiherdkteanicad hedgheg pedepriisecathetigeng-fiel d

For ?yterE&gt%eh%%¥é¥15§§W%ﬁ&Té¥@%ce exceeds a second threshold.
Preferably, the difference between the stored price of the
exchange traded item and the current price or the stored
value of the position and the current value is only monitored
during the hedging period.

20
As already mentioned above, the user interface of the com-
puter system may be in communication with a user terminal for
hedging the exchange rate risk associated with the primary
transaction. The user terminal may have a plurality of user
25 communication fields allowing to receive and output informa-
tion which is transmitted via the user interface. The plural-
ity of user communication fields may comprise a transaction
field for entering transaction information based on which the
primary transaction is executed and a confirmation field for
30 outputting a hedging price determined based at least on a
current exchange rate, a hedging period and the transaction
value or a fraction of the transaction value. If the hedging
period is user-determinable, the user terminal can further
comprise a hedging field for entering a hedging request, the
35 hedging request comprising at least the hedging period.



35 hedgi ng request conprising at |east the hedging period. WO 02/31716
PCT/ EPOL/ 11632 -9 BRI EF DESCRI PTI ON OF THE DRAW NGS Furt her aspects and
advant agav0ot/3t7me i nvention will beconme apparent upon reRdI/EBo111632
followi ng detail ed description of 5 preferred enbodi nents of the invention
and upon reference to the drawings, in which: Fig. 1 is a schematic
di agram of the conputer systemof the f¥esent invention for hedging a
currency exchange rate 10 risk associated with a primary transaction of an
exchange traded item and Fi and 3 are flow charts of the nmethod of
the present invention f!%ﬂl%%&’r%?m ey i NG Gate 15 ri sk
associated with a primary transaction of an exchange traded item
DESCRI PTI ON THE PREFERRED, EMBODI VENTS 20 .I.n F| I k of a
conput er C@fﬁrlﬁfpfc%to? A 2 h?varf%aegef%veﬁtthoen For g’ﬂpn“g ) %rré‘ﬁég}y
exchange r@b@n‘erﬁk umsoma&i:edg wildr o pkdwrary cte"taarns]aiﬁ i s of Lrani @x chfange
trade |tem NIV A W thhd &QL‘%%& SYS-td em
100 |gsj a 11140(%%%; q‘%aéngegfrade qﬁéems rough{?%S het he
i nvestor' stlp¢|dnaarvylrtq581nsla*etwfe¥\chs execut ed, such as the New York stock
exchange. Also in comunication with the conmputer system 100 is an
external exchange rate data source 104 for providin the conput er ystem
100 with rEsd-tfme & TFGHFEIGE T HAa %a“mfioﬁgﬁﬂmﬁp@ %ﬂh al 106,
oper at ed 3ghdYyprdnexanpde;ian fowesédyinog 4 heudrwvesg oekshagmtraio@m‘ru-
ni cat svmththe co te sy.st e r hg o) e primry
trandact i o]hJs é %%han%gn{li? %%@l h(gf u%gre%(gﬂﬁéﬁ%% 106
may be, bytmaojlecd)flmmrlamdtl ng exanple, a nobile tel ephone adapted to the
Wreless Applica 35 tion Protocol (WAP) or a personal conputer executing a
soft- ware program de5|gned to interact wwth the conpute stem 100. The
T T2/ S

user terni had- 196AMAYS comhmildde Shar s v &% fgesen
PCT/ EPO1/ 11632 invention for hedging a currency exchange rate
15 risk associated with a primary transaction of

an exchange traded item.

DESCRIPTION OF THE PREFERRED EMBODIMENTS

20 In Fig. 1 a block diagram of a computer system 100 according
to the invention for hedging a currency exchange rate risk
associated with a primary transaction of an exchange traded
item is illustrated. In communication with the computer sys-
tem 100 is a market 102 for exchange traded items through

25 which the investor's primary transaction is executed, such as
the New York stock exchange. Also in communication with the
computer system 100 is an external exchange rate data source
104 for providing the computer system 100 with real-time ex-
change rate data. Furthermore, a user terminal 106, operated

30 by, for example, an investor or the investor's agent, commu-
nicates with the computer system 100 for the purpose of exe-
cuting primary transactions in particular exchange traded
items. The user terminal 106 may be, by way of non-limiting
example, a mobile telephone adapted to the Wireless Applica-

35 tion Protocol (WAP) or a personal computer executing a soft-
ware program designed to interact with the computer system

100. The user terminal 106 may communicate with the computer



-10 system 100 using any known nmethod including, by not limted to, the

I nternet or dedicated comuni cation |lines. The conputer system 100 i ncl udes
managi ng weans7i08 for man- 5 aging interactions between POFER@rei2er
system 100 and the wuser termnal 106 including outputting information to
the wuser termnal 106 and receiving information fromthe user term nal
106. The information which is output f+bdrthe nanag i ng neans 108 conpri ses
at | east a hedging offer which may be 10 output in a close tenporal
relationship with a primary trans- action relating to an exchange traded

i tem The syavagi A newiso188y KREWsf 81t hofoAeriltaLBImeRYs PP5r &Eﬁlﬁﬁfjti ng a

hedg- ingof f efhe 15 cEHe ARRAGIHRA iRRARS HoBrfuuithet opoNphiese a user
interface 108a through which user information is output and received. The

user termnal 106 conmuni cates with the managi ng neans 108 through the
user interfrececk@BeerVisysttem 196r inntlerdeac mab@gangt heamanad§bng oreans-108
may receive .a user-defined hedgi pe.20 JJ fromthe usen teym-pal 106.
The Csonputagﬁns%/sﬁnécr%rﬁ%la%ssq%%%é’{é%gegthr%rae%)gn%%fgrf.gy execut i ng the primary
transact i erserTHeméarsl 100 fiocladdad iowFrd ipg Ingeratigns&6t it6f are in

comuni catj Q) WidAthe MRragineg fRans 2k 108 andteenrprirsa thadiremeans
110a for managing the primry transaction reguest%d y .the user t er m nal

106 and arresmingdand i fer fiAGe TIEG Shhi"eh Ehatsl 88 T8 iminiClatingh "5&AReen
the means illGd01s epcac Wiy itdess prt Mavast ramsactingn odiie rt wé idr maketel02
for exchange traded itens. The neans 110 .f.or cut. . 30 _i . ri ar
tranhct i SR o Ct%t?eg oF ree>]<1eactl}-onts?1)(§% #’é&ﬁegt %erén%gyeécé w% t he
user i nt erdccieorl 084l firiory tive aruseichaargd faladedb ideth .r §per Map@AnE user
termnal 106, Vit nt Jilascc% k82 nddrade coRfItmRLINS o eeriged
from mar %.neeta 5021.30%,5%%%%:0#&“,“3% In the énorrput erO syst%mmloloq';;re rregri 112
for receivicngfferrency exchange rate conprising a rate inter WO 02/31716
PCT/ EPOL/ 11632

15 The managing means 108 further comprise a user interface 108a
through which user information is output and received. The
user terminal 106 communicates with the managing means 108
through the user interface 108a. Via the user interface 108a
the managing means 108 may receive a user-defined hedging pe-

20 riod from the user terminal 106.

The computer system 100 also includes means 110 for executing
the primary transaction. The means 110 for executing the pri-
mary transaction are in communication with the managing means

25 108 and comprise trading means 110a for managing the primary
transaction requested by the user terminal 106 and an ex-
change interface 110b which enables communication between the
means 110 for executing the primary transaction and the mar-
ket 102 for exchange traded items. The means 110 for execut-

30 ing the primary transaction output to the market 102 execu-
tion requests received via the user interface 108a from the
user terminal 106 and report to the user terminal 106, via
the user interface 108a, trade confirmations received from
market 102.

35
Also included in the computer system 100 are means 112 for

receiving a currency exchange rate comprising a rate inter-



-11 face 112a. The neans 112 for receiving an exchange rate com nunicate
via the rate interface 112a with the exchange rate data source 104 which
provi des weat/3t7iere exchange rate data. 5 The conputer sysPeVERQQI1a32S0
conprises neans 114 for execut- ing a secondary transaction of the exchange
rate risk associ- ated with the primary transaction. The nmeans 114 for
execut- ing the secondary transaction cbhnunicate at least with the nmeans
110 for executing the primary transaction and the man- 10 agi ng neans 108.
In the follomjnq; he%g{ng of the exchange rate risk associ- ated with a

primary tAE&sSadticn 99 MeFHS dtted HAF MEGTs o9 Bl SBXETHYET v oS &c siidar y

transact i g i\itch wiky tied hahe exe kT e ad 2oy Wit redensxthéniger rexecuting
t he secondary transac-. tion.. A first. exenplary .secondar r ct whi ch
may be ex&&ifedCHyyS HEOWMézhlfoorvé‘ld%tsers}petag a fon- X%g’é%ﬁee aepu aocro?éio'ti on
20 "Anerican style". Such an "Anerican style" option can be ex- ercised at

any tine fore | turd e. e td | refer LQLC
opti ogn, i H@.e, Cteqhngjt u(S)Cp i oéyél%e\{} ;iﬁ)ltoo réelg?%‘ g;%%&péf%{l imcéu aEJrO 1§Lr4i n%:y y)étx?gabnsa'ct ion

and accor dingy & Gadmndy W@ Ideds off e XN 43t e egdrd AT ¥, a
hedgi ng pe 2% KiQth aHk HMa4e efrddie g yrid ansand ion tebeshadged. The
OTC FX optiion is not tafdable but |inked to a.partic%{%%ﬁpq%ﬁfig%qi created
by the prilf&r 1§ aRGEATHY R Wi TR AT per isd° D & e

l'i nki ng, tdearSTQ X fpt iredst ialy acharatdiced dyy tsettd sedtk wdre rartch & Hee duped-

posi m on is .settleeadnsdulrdéwg 30 the hedgi ng period. Linking has the advantage

that 't he iGWes: 61 does not need to understand the detailed mechani sm and
prem um conposition of the OTC FX option in order to hedge the exchange

rate risk @ssaed at et Widy t e RyidRIde WHRNSAGhdd . rad® A sac gyl exenpl ary
secondary transaction whith my b€ exe- cuted, bf’ t he rreC?%s 114 relates to
tradabl e ARty et tRFINARY 0HEAE I8/ Epoe) isated by means o

two exemplary secondary transactions which may both be exe-
15 cuted by the means 114 for executing the secondary transac-

tion.

A first exemplary secondary transaction which may be executed
by the means 114 relates to a non-tradable FX put option

20 "American style”. Such an "American style" option can be ex-
ercised at any time before its maturity date. The FX option
is preferably an OTC option, i.e., the option is tailored for
a particular primary transaction and according to the spe-
cific needs of the investor in regard to e.g. a hedging pe-

25 riod and a value of the primary transaction to be hedged. The
OTC FX option is not tradable but linked to a particular po-
sition created by the primary transaction for the whole hedg-
ing period. Due to the linking, the OTC FX option is auto-
matically settled when the hedged position is settled during

30 the hedging period. Linking has the advantage that the inves-
tor does not need to understand the detailed mechanism and
premium composition of the OTC FX option in order to hedge
the exchange rate risk associated with the primary transac-
tion.

35
A second exemplary secondary transaction which may be exe-

cuted by the means 114 relates to tradable currency certifi-



-12 cates of the bear type having standardi zed strike | evels and

standardi zed maturity dates but being broken down into e.g. one currency
unit |ikevonm3dos |l ar. If an investor intends to hedge e.BCTER&/BRZhange
rate risk associated with a primary 5 transaction having a transaction

val ue of 14.320 dollars, the secondary ér ansaction thus has a vol une of
14. 320 currency certificates, each curt ncy certificate allows the sale of
one dollar at the maturity date with a specific exchange rate, i.e., the

strike level. As ti aned above,, currency. 1 riifi

st andar di &4 %% r?ggt%%a%?%? TS Y ySQEacne(%ﬁcfll%:%% esc‘?%ﬁ?ep[}fe\éﬁealsse aéledpends
on the cursemdexthangenatatety Gaueralhyt krirereyoknr tddiratd faviing a
strike | evelo olpse,Lo the cur kenty exshange. It cudr sl ommtinablys ahpsen

by the conputer sys e cost of a currency certifi 15 cate having a
parti cul arhedgare iy- dete enehanpar¥dtdl Bhsk 235K e8IV ddpen i B the

currept exchange-f e nSrNee SUfrahsneyiserddfhicabesl arw gensrialty, the
tradable, linkin

g between he position of t rinary, t saction and the
posi tion oFECPHIAERCHRYRTICHF ARSHREF oir D2 c‘ﬁ?hf‘érﬁ%ygﬁeﬁi#i%gacfuersrel%cynot re
20 quired. cépt of hestaof dsacAheuctenencyecerfidavat @blomy bee sollk &Y t he
investor independently, f anLe tr [ ; theprddary
transacti o %Pg%ﬁp%¥e§8gyégglﬁ]§%€g Ur T hvéfggg?npérlsés%elsﬂn%ans 116 for de- 25
term ni ng theeprice.f othfedgrhlet hevekchahdgeenrat @ e skPASR0-CHIEREY Wi th a

specifi C pLi PRl Y; LLR0SaELLONst THea PBANS] 16 f 08 1 8ed B8 M hagedheshedgi ng

price comuni cate wth the managi ng. neans 108, with the neans 110 for
executing ERECHELIARES TPFaRYBEREBR, IGRERIT H? nEARsCHIDe T bre% 9 ng an
exchange 3P;fat ecandrwilh, t berrenng ddAt{dicexesuraning he seconslargvel

transaction. The _neans 116 determ pe the hedgin [l cei él f a
correspondF%ﬁSﬁeﬁfjiﬁger&iﬁgg? f?%ﬁﬂ??\ ST %t%?gvig%t{ aewr')r(g%lng c%%c? %Tg for
nmanagi ng i hyethet compubetwegatenel Gonpliterceystem an@urh@n%@ex‘@r#ﬁﬂal
106. \the deleLmhagthonaohshecNedoingcElcF adepends orpdhe; sppel fic
secondary transacti on. The conput er .
strike level depends on the current exchange rate. Since cur-
rency certificates are generally tradable, linking between
the position of the primary transaction and the position of
the secondary transaction of currency certificates is not re-
20 quired. In other words: The currency certificates may be sold
by the investor independently from the exchange traded item

of the primary transaction.

The computer system 100 further comprises means 116 for de-
25 termining the price for hedging the exchange rate risk asso-
ciated with a specific primary transaction. The means 116 for
determining the hedging price communicate with the managing
means 108, with the means 110 for executing the primary
transaction, with the means 112 for receiving an exchange
30 rate and with the means 114 for executing the secondary

transaction.

The means 116 determine the hedging price upon receipt of a

corresponding hedging request from the investor via the means
35 108 for managing interactions between the computer system and

the user terminal 106. The determination of the hedging price

depends on the specific secondary transaction. The computer



WO 02/ 31716 PCT/EPO1/11632 -13 system 100 nay all ow a user sel ection anong
several different secondary transactions or may restrict hedging of an
exchange wo at/g17né sk associated with a primary transacti onPCDEROIpESB32 cu- | ar
secondary transaction. 5 If the secondary transaction relates to OTC FX
options, the cost of hedging a prinmary transaction, i.e., the price of the
OTC FX option, depends on the hedging pefiod, the value of the primary
transaction to be hedged and the exchange rate 10 when the primary
transaction is executed. Upon execution rimary transaction,. the

f a, J
means 116 FoEtEE 408 APNg AtHE ™ hEd ST G Ficeéoghﬁglopgc«?ie\}@ edégfleéﬁ‘tnt
exchange r aleechicamyt ke agxacthange drat ydakatsdatctetiddng aft ke reahsnyd?
for receivin t he exchange.rat e .and _t he.val ue. of t rimry _t i_on
15 from t hé3hard Sflé‘sfs&cq&?eegxt‘”il%& thé " prirer )}:rtapas%;%g’cﬂngﬁt.oy a]\/%r%g%@‘eéﬁl t he
means 116 neceiseeocadaser tselneatcdd dmedgi ng pe- riod and - if desired - a
fracti§)n of the transaction value to be hedged fromthe user termnal 106

via the managi ng neans 108. The neans 116 then cal cul ate the hedgi n%{egri ce
20 based orfft Héxse sggoafetar & ramdasdridn e ladlesultat & hédgimg 1 @Sicé t he

nmanagi ng nmeans HIBnhMyichy tEhetietdRuts st heddiong af.feer, aonprdiSiceg dthehe

cal cul at ed hedging price to the user termpnpal 108 via t user. interface
108a. 25 o?TtChg“”Xoﬂ?&l%nd%eH%“%e%J&%&Wlf‘ﬂaﬁ%&%n% ey &t
currency ceftd fordaises, hrrekars o tw desimldgecuarentheurdchartgee regst  of
hedgi 2(9 t h%\zkpernl f{%ﬁy ﬁrri?rl%sr%/(:tﬂroar}isdae %Q)qls in egé%ut\é%.u%p(?)fn e I Ybr o
transaction as we as on-the specitic "currency certificate chosen. Upon
execut i on afrinse yrtineee G0 avanguw tiaams tlHé fean sleltrrmatiarhithe thesla-

hedgi ng priigy byi$& dhieGd iftghed witiRbl & GWHERGEIERIJd fiaal & Rasathord-he
current exchange rate and by nul ti pl%l ng the price of aﬁsl ngl e se-, | ected
currency ce&MaTI dd Widata R HR 0 bV icuren&padesr 14 fi¥ar&CS edddiF ed to

hedge the tiransaciHoye/aldte ond tservamseelfeated dfriact ot tdhereafionSi nce

currerllé:y Cefrl:[oin]: it aet %Sear}lasvello for executing the primary transaction.
Moreover, the means 116 receive a user-selected hedging pe-
riod and - if desired - a fraction of the transaction value
to be hedged from the user terminal 106 via the managing
means 108. The means 116 then calculate the hedging price

20 based on these parameters and send the calculated hedging

price to the managing means 108, which then outputs a hedging
offer comprising the calculated hedging price to the user

terminal 108 wvia the user interface 108a.

25 On the other hand, if the secondary transaction relates to
currency certificates broken down to a small currency unit,
the cost of hedging the primary transaction depends on the
value of the primary transaction as well as on the specific
currency certificate chosen. Upon execution of the primary

30 transaction, the means 116 determine the hedging price by se-
lecting a suitable currency certificate based on the current
exchange rate and by multiplying the price of a single se-
lected currency certificate with the number of currency cer-
tificates required to hedge the transaction value or a user-

35 selected fraction thereof. Since currency certificates have
standardized strike levels, the specific currency certificate

is selected by the means 116 for determining the hedging



standardi zed strike levels, the specific currency certificate is selected
by the neans 116 for determ ning the hedging WO 02/31716 PCT/EPO1/ 11632

-14 pricayosustii¢ hat the difference between the avail abl eP6eT/EPKI€11632evel s
and a current exchange rate received fromthe exchange rate database neans
104 via the nmeans 112 for receiving thgi exchange rate is mnimzed. Since
currency certificate have 5 standardizedgnaturity dates, the hedgi ng period
may not be freely selected by the investor. Instead, the neans 116 for

det erm ni ng.the @%%%!Q%a%rkgg en¢ 3 hedoipgebherneoaprishpde sevekal
hedgi ng pPlces’reIatlng to different maturity dates  via user interface

108a of t heviedisagingg amsans engs ek heRgcuseteldeceifeHal T oB6 L NA GLEM2RES t hen

sel ect a $ReG T4 MR he¥insdab’, viiaeithehe@inBg1per red, rapdiaiegr tagpondi ng
sel ection re- quest of the user .is tr%nsrritted fromthe u?er tcer gia%l 106
via the uSECHERGE Fraks 1G8EIOLTFE Iramadichg SHEATECY08 5 EhE2 tedRd®114 for
execuw i ng stthe dseenndar ywatttiani$gc diatr.s , Sithee hicklgibhy pelréctietayunoéndyp

certificates be tradable, . th 1 Lexequt i he ;ge¢andary
transacti gﬁer?gs’yﬁﬁﬁ&%s%??)%tgg- qlng%t%g?%u?@esfﬁgﬁdée_??%f %n%gptéq ?L%r%ough t he
mar ket 102 eftarmex-inchaige hedgded Prams wiead e hedgdnag Ofégls CPTO& 16f-"Che

means 11Q J.qr Elx%‘#d" s PRI RN R0 0Fe r2Q Lt THE te@ARY! Sateyst em
100 conpr%sees Cent ra lggjt t(]fl)tt%('jfseSmaans 111 for stori nﬁ\sal | i nf og:g‘ﬁt' on

i
rel ating 62 e ifmdar fgice HO83s &dortdisr PPRIHELCIEERS M 8n&CedlGr V5 Fhe
dat abpse nRang nkh8 10|y eskecessedHen aldlcatther speapdientstofritlye conput er

sys 25 tem 100. Transactjan infaqor.natiaon stored in t .dat ns.. 118
may rel at €& att 1%east UG Pai identi T & cé)lrlrgg' r?g%l?‘ e%’ltgiﬁf%iecgg??lon%eof t he

exchange toquaded dff ere arseanuilntt refn sexi-t tetarfgont tadedsietre e rsdbiadctl 0% t he
par ticul argpriyary, transs St an.g @nd Jhe HY e i i fieeXchange tlr aged item
when the 30 primary transaction was executed. In-case the hedging offer is
accept ed, marng rlank atri GRaPFEMERGIGH eaPready deRpsiesd I omedgitige the

i nfoggrati o1 dhe hedgh g d N fQimtf i 1 r8} dee i@ d@ble, the means 114
for executing the secondary transaction may purchase the se-
lected currency certificate through the market 102 for ex-
change traded items via the trading means 110a of the means
110 for executing the primary transaction.

20
The computer system 100 comprises central database means 118
for storing all information relating to the primary or the
secondary transaction. If necessary, the database means 118
may be accessed by all other components of the computer sys-

25 tem 100. Transaction information stored in the database means
118 may relate to at least one of an identifier allowing
identification of the exchange traded item, an amount of ex~
change traded items subject to the particular primary trans-
action, and the price of the exchange traded item when the

30 primary transaction was executed. In case the hedging offer
is accepted, the transaction information can also comprise
hedging information. The hedging information can relate to at
least one of a hedging flag indicating that a particular po-
sition of exchange traded items is hedged, a hedging period,

35 an exchange rate at the time the primary transaction or a
secondary transaction was executed, and information relating

to an executed secondary transaction.



| east one of a hedging flag indicating that a particular po- sition of
exchange traded itens is hedged, a hedging period, 35 an exchange rate at
the ti new@e2priérary transaction or a secondary transactPOIVERaSI163ecut ed,
and information relating to an executed secondary transaction. WD 02/31716
PCT/ EPOL/ 11632 -15 The conputer system 100 al so conprises first conparison
means 120 in communi cation with the medd&gi ng means 108, the means 112 for
receiving the currency exchange rate and the database 5 neans 118. Wen the
managi ng neans 108 receive a settlenent request fromthe user term nal 106
indicating that particular positionis to be settled, e.g., previously

pur chased sharesmp@tecd Speekihi LoCOAPadYcupeNsasefbessotdnpbhesdinr skans

i 120 ch t I d 10
and 1T tnelAlab ngoBRPROGE hAGT ol T RS AT JpRBAs fF ChaRReugP hoth Beheadthas
not al readyl?apsedrethévihgstheooparesopm arahsng20ratenpadethbedakahange
rate %tOreﬂeéﬂstE§8daﬁﬁﬁﬁsgthﬁQ§a%% %aﬁeaﬁgelbén?eegl%ge e%@EEiéH@ngf the

prl mary transacti on curren agge rate recel ve rom-t
exchange raeeugatafrsmsshecesenstorninpé ABAnsndigaidpgr bbafvPagtafular

exchange r95§1t13H61EUEbhgé aettoag,t akgn 'ﬁr§@§@ubm9 puk&has6aP8RESER
nmeans 120 determ ne that the current exc gﬁ ?ﬁig Ebs | ess than the

stored excﬁgn@esPﬁFéfaépéﬁﬂpéﬁytHElﬁatGFE ﬁd£F§SEOCPW8ﬁ§éEPPon
I f the exchaage ravechesk hastbeenthedgpdrmnthlaeupbemtyonenb|hedgéds t he

curre cy certlf es aut i I 0 t i
cott)Ba SFhde tneneonrau Bl PreTRin Alncy ageifs alPel |42 BES BEPRAEY. due
to the deppecuad|bnsohothelegeﬁangepsade tbhefiﬁﬁés@OmpgreﬁéhamgénSZSZQate

| oss aSSOCbmﬁ Wi theselibinget becRosblan ks eAEPABradatednbunkheigxahange
rate galn is assocliatéd with settl ng, t he secon ar¥gtransact| on. On

t he ot her ﬁﬁﬁdtlmﬁ Pﬁetéﬁcﬁ§ﬁ§ét#aﬁe0ﬁ.§heha§lﬁééﬁ héageactaonwri/h
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The further actions taken in case the first comparison means
120 determine that the current exchange rate is less than the
stored exchange rate depend on the nature of the secondary

20 transaction. If the exchange rate risk has been hedged with
currency certificates, the currency certificates may auto-
matically be sold when the position is settled. Since the
value of the currency certificates has appreciated.due to the
depreciation of the exchange rate, the investor's exchange

25 rate loss associated with settling the position is compen-
sated by the exchange rate gain, which is associated with

settling the secondary transaction.

On the other hand, if the exchange rate risk has been hedged

30 with non-tradable OTC FX options issued by a financial insti-
tute, the financial institute has to compensate for the in-
vestor's exchange rate loss associated with the depreciation
of the exchange rate. The computer system 100 thus further
comprises means 122 for calculating a compensation amount

35 which are in communication with the first comparison means
120 and the database means 118. The means 122 calculate the

compensation amount based on the hedged value of the primary



of the exchange rate. The conputer system 100 thus further conprises neans
122 for calculating a conpensation anount 35 which are in conmunication

wi th the wopxsi7econpari son neans 120 and t he dat abase neabP€T/ER@/11632e neans
122 cal cul ate the conpensation anount based on the hedged val ue of the
primary WO 02/31716 PCT/EP01/11632 -16 fransaction and a difference

bet ween the exchange rate stored in the database neans 118 at the tine the
primary transaction was executed and the current exchange rate received

from the tgéﬁgaegﬁohagﬁdd%t%l%Qg&gﬁcéoéeﬁwéehh%h@eaaéhéaaefQatéegebyéag 5
t he exchange rate and t irs onpari son neans_120. Wién the value of a

partlcuIannhéhgedaﬁébﬁﬁﬁoWe@ﬁse%éﬁaﬁﬁeth?r56@8 FP§n§réBBF¥CF5?B§aﬂEFPﬂg t he

hedgi ng pgrikodxetbiecdi bnd @hencarbehweenchhageakteeoletbevpasitbmanthe the
time the 10 primary transacti on was ecuted. and the nt value of the
bos ti on FACPRBSFoLaGn CBer Gy CEs L0 THBAY58 MPREScdputBr Te5Ei 00
thus §urt hee eenpeinses raeeontdcaparisen neapsri24n meaceni@ification with

t he managi ng neans 108, the neans 110 for executing the primary
transaction and the database nmeans 15 118. The second conparison neans 124
conpar e alipeincéhef veRaicef chanrgé icpadedhietsriwkcehtinas efopgghRrRILHe

dat abase g%aa%dl&%em@h%@p&%%l@&@@aemr&h@n%ﬁ@th@@g@@@ pxecutiedruit Bia-
current 20 price of the exchange traded i temreceive om t he ggrket 102

for exchadgégncralsdviecenthd Faliwe chﬁgﬁgQOFﬁtéPPa@g t%foﬁlmga 8 on the
anmouimg Ofp@&ﬁﬁ%@@%rbh&%@i&kﬁﬂﬂ@sC@&%hut@Urah@gtaesnﬁﬁmbnt paiiki ofi ahd t he

di fference between .th s rice and_the curr t ic t d
conpar i soR°fe ﬁ?nléf' < Qﬁﬁl e UH&E <A Hréglgpgd%g 98 %h?h§8P§SE89
currency @Wst@helmmsnﬂnmnfuﬂhhﬂnjdbm@ragﬁﬁe@eam@d.wam@@reﬁQQemeanpréaéter-

m ned or yser, %gl @é%%%n.@ygﬁpQ%% m%%%g%%%oﬂga%gnﬁ@@'sQﬂe ﬁ§§ﬁ§ 124 output

a marnlng to the user termn 106 user interface 8a of the
managi ng fsanSxEe8Lt iNte thsePyigagyy ﬁﬁ@@sﬁFG#ﬁPe&n@otéﬁtﬁéFaPéFéc@e?ﬁé
war npfig ory1fg0 i nput a fur- ther hedging request upon which a further
hedging offer is
The second comparison means 124 compare a price of the ex-
change traded item which was stored in the database means 118
when the primary transaction was executed with a current
20 price of the exchange traded item received from the market
102 for exchanged traded items via the exchange interface
110a. Based on the amount of exchange traded items constitut-
ing a specific position and the difference between the stored
price and the current price, the second comparison means 124
25 calculate the appreciated value in the foreign currency of
the position. Should the appreciated value exceed a predeter-
mined or user-determined threshold, the second comparison
means 124 output a warning to the user terminal 106 via the
user interface 108a of the managing means 108. The user is
30 then prompted to either reject the warning or to input a fur-
ther hedging request upon which a further hedging offer is
made as described above. Alternatively, the warning may al-
ready comprise a further hedging offer with a newly deter-
mined hedging price. The new hedging price may be determined
35 based upon the previous hedging period, a current exchange

rate and the appreciated value of the position.



made as descri bed above. Alternatively, the warning may al - ready conprise
a further hedging offer with a newy deter- m ned hedging price. The new
hedgi ng pvoom3rmay be determ ned 35 based upon the previ ouBChvedgimgs2peri od,
a current exchange rate and the appreciated value of the position. WO

02/ 31716 PCT/EP01/ 11632 -17 The conputer system 100 al so conprises tine
measuring neans 126 in communication wil¥h the nanagi ng neans 108 and the
da- tabase nmeans 118. The tinme measuring neans 126 nmeasure the portion of
t he hedgi ng period that has already |apsed. Should 5 the tine measuring

means 126 TR QThatY THRN | HHS 6t ForCOMR O T §HeE HRRyT Hy5e Mi%id exceeds

a predet ermiged omgeltcaei®f mngd tHy eshroldin@ niedds oMEs arefjugss des-
output to the wuser term 106_yvi a the user 08a of the

g al i . i nterf 1 f trke

nmanagi ng S MRENSTHeL § ol TRDVer™S dHst- s r?ﬁaor}ﬁ)?ff%emeu@sseurret o ihput 10
a further predgiory sfequestheddimy nadiivel yGhatheraold biozaty riapapstShmyl de
acconpani by, . j ff fé)tr%}r i rta.-ned
hedgrgg p?ﬁq}:ee.t%ge%éeﬁ%%géjﬁgg%}fcle% may erhaqeet eﬂrﬂ%iﬁe ' a]>s/al oaﬁ Eﬁ%—e
previ ous heldyi myf pere diedaheg RekFehtexsQdtthge REReeEmEIRd Qi refRrval ue

of the or e Api v uehfsidey Posi td on GAfesdt heedid®: the QiR K d ransact i on
was executed. The user termpal, 106 which co ni cat es th the conputer
syst em 100°%4% tEcinat 10 efFace A 08T opri SeCq ]?)cﬁqﬁ' a‘%l%t‘g‘e 2 IG9 UEer

comuni catmeynhd i el s 1S ar o1 D6bve A Ofeqad 4 owiayg doompt piiie angkoutpuinput

information transmtted via the user interf 8 T e

conmifii catd o%u%qé?%shefg g 1%%§?e§€BcAir}éaeyrrba2&evdel Iég’l :%/}éedh‘?%yf—h%v?rorrn% of a
single or questhendorive ciceeperated kcraeehindvks brdalny spfiyr devirel st t he
user term a?-quelv(va][z% JoEe Ph &L | {da P nd!SeF SOMBINL Cad e dd Bl dS compri ses

a trans- action 106a that allow the 1 nput of the transaction in-
for mati on &Y Rede e IHENF | Hrar§ t PANSR P BV LTk REARSRERIA-OF mftFrat i on
i nput by therHser SahLogerisee | MOrimt i onrretatvaing ¢ whé cdir extehange
traded itemio be_purchased or'sold .and 30 the anpunt of _excha eorgrv?gsed

S

itenﬂjto b&e %ﬁc%% d@onghgn at the time the primary transac
executed.

The user terminal 106 which communicates with the computer
system 100 via the user interface 108a comprises a plurality

20 of user communication fields 106a, 106b, 106c allowing to in-
put and output information transmitted via the user interface
108a. The user communication fields 106a, 106b, 106c may be
displayed in the form of a single or in the form of separate
screen masks on a display device of the user terminal 106.

25 The plurality of user communication fields comprises a trans-—
action field 106a that allow the input of the transaction in-
formation related to the primary transaction. The transaction
information input by the user can comprise information relat-
ing to which exchange traded item to be purchased or sold and

30 the amount of exchange traded items to be purchased or sold.
Moreover, via the transaction field 106a, the transaction
value of the primary transaction is output and user may input
a corresponding execution request in order to execute the
primary transaction.

35
Prior to or immediately after the user inputs an execution

request to execute the primary transaction, a hedging field



Moreover, via the transaction field 106a, the transaction value of the
primary transaction is output and user may i nput a correspondi ng execution
request w0o02BlBI6t o execute the primary transaction. 35 PET/@BPO1O63Rr

i mredi ately after the user inputs an execution request to execute the
primary transaction, a hedging field V\lD1 2/ 31716 PCT/ EPOL/ 11632 -18 106b

i s displayed asking the user whether or—not he wants to hedge the exchange
rate risk associated with the primary transaction. If the user wi shes to

hedge t he hange,.rat.e rjsk,, :he i.s _a i ging i<od ~and
whet her t Hg oldélS\]ﬁa%f—’lt}'eedofal%]ﬁ!e}1 r?lr?aﬁlé%% r éﬁgét@%%r?%o:ﬁ %gnlh;/% .g% ?l Ecgcg ioon
t her eof shodgk bdchedgddn®aswt o it fsseeai@d o ttthdéheedrsmarys of the

conput er %%’xsatneé?c]t‘%%nqetﬁ e Jhe Redgidig dY iHeRigaMineh dieHaRuUtra2s a
hedgi ng offer to t

_ e user termnal 106 and which s displ in

confi r mat i i 19 DS I thRe WP4ser hesiRwaP e ﬂ?ﬁpd&éﬁ‘ﬁéy t%1’?en

ei thet acggpiid halhedef it offfaraskdreya o fanr therorisdgi My aeftfien based on
a differ- ent hedging period or cancel. Referri.ng.n f.i gures 3, a
net hod i s ngﬁh%@dﬁbﬁgﬁ%&% g'qi.el'?¥sreenc(°3f1 e Sgnlgngf/\érrg[l%glﬁ%s Iﬁlaeséloe%%%t ed
with the pridreryy the arsgotian ofstam eXthasje triadedlia dadgciogr dindiget o t he
pre- sent i.nvent.io [ 18l 1y, d s X8LUt | QN reguesia1 nelating
to a pri na"?rir)l(ﬁ{r]alnssgocﬂﬂ(}lng, ﬁagorglea%%%ﬁ%{ege%eﬁlfaetr‘?r%oeto t he CFurchasea of 100

shares of ¥ wor@oria ibrsPIayedpit &% 0 1 t9hansisetd ol &G Qfd Hsea of
the yger tesdi nad 36 1anh ¢ e-Tei Vs fk-gM e Wiath &y arapt0@hdNedag- n
step 2, the com puter system :eL,-PO @{{eorrg'tg%j&'t,he us% via th hedglscp%gl el d
106D whetHe§ WHE T ARRgET dt o 17 S MG i i h HHE PUPERase L5 to be
hedged. | fedthenatspinglesdines ¢o dwedgel t he exchange 25 rate risk, the user's
execution request to purchase 100 shares of XYZ corporation is processed

by the neans 110 for executing the primary transaction, as in step 3,
accor di ng Refepriovedureste hiigares weldnkrbws inetied gy .shown for hedg-

15 ing a currency exchange rate risk associated with the primary
transaction of an exchange traded item according to the pre-
sent invention. Initially, in step 1, an execution request
relating to a primary transaction, for example relating to
the purchase of 100 shares of XYZ corporation, is input via

20 the transaction field 106a of the user terminal 106 and re-
ceived from computer system 100. Next, in step 2, the com-
puter system 100 prompts the user via the hedging field 106b
whether the exchange rate risk associated with the purchase
is to be hedged. If the user declines to hedge the exchange

25 rate risk, the user's execution request to purchase 100
shares of XYZ corporation is processed by the means 110 for
executing the primary transaction, as in step 3, according to

procedures that are well known in the art.

30 On the other hand, if the user indicates that he desires to
hedge the exchange rate risk associated with the purchase, in
step 4, the computer system 100 determines whether the execu-
tion request to purchase 100 shares of XYZ corporation was
limited in regard to the price the investor is willing to pay

35 for the shares. If the request was not limited, then in step
5 a request to purchase 100 shares of XYZ corporation is exe-

cuted by the means 110 for executing a primary transaction.



30 On the other hand, if the user indicates that he desires to hedge the
exchange rate risk associated with the purchase, in step 4, the conputer
syst em 1300 dBs¥Lér nes whet her the execu- tion request to pOT/Ep@sE6i00
shares of XYZ corporation was limted in regard to the price the investor
iswlling to pay 35 for the shares. If the request was not |limted, then
in step 5 a request to purchase 100 shdPfes of XYz corporation is exe-
cuted by the means 110 for executing a primary transaction. WO 02/31716
PCT/ EPOL/ 11632 In s s then. dete the 10

request was® EBﬁBIgtéH l?fngnmﬁgkeF%%ﬂe?hé£ { fgot?%ﬂEScF|%Her %%ked
in step 7. c5mp1etée.eXECﬂtlaasreqhesttMQsptlmarEdtr@nsattuhe exebooked re-
guest was onlg gagzially filled, then in step 8 the neans 110 for
executing the E fy transaction watch the unfilled part of the execution
request to determ ne when the pricing and availability of shares of XYZ

Corpo%at'0@fOEh%h@x%ﬁﬁ%§5n19gqégs£0%agxﬁhﬁ99§dtrégeﬁf'EﬁgEekécﬁﬁﬁbnthéL t he
unfill'ed part e execution_request ma filled ogﬁiﬁé

t he nethoéuﬁﬁ§c§éésOﬂéYsPéﬁtSa%ﬁérél%ﬁ%dun?FFPeanpﬁFFpoP FH@ pepR
transacti opoir-Sc@¥eGHt 8. tAE B@ﬁﬁé&yngraﬁmatﬁlbnguaEcB themanhhiodled phown

f or hedgi n exchange rate risk ted t t ti

of 100 shafebhsr Sxep Lo por BEPEA taF Poroae EBRBF ol Bo8r LarF BFIBLba BAETEE S O
fill in stepaflaBfifiétyaofonphete of XYpacovrmabrétfibni an §b@pm§rkﬁhe1ﬁ8thod
procegds tgp%a'gﬂkgkg atgsgga”9t8&50§sa§u89 Eﬁstakﬁ@ whith 16 hg gagplgke or

partia conput er system 1 outguts via the managing
means 108 &heeexggesfonoreRucgsemavebsi hallede @Héon ABt &CERESIn¥BSt or to

specify a hedgbpgppreciedsf €6 %@b@hsthﬁekeve§50ﬁn@@§uéaStht bedgeaet pei-
exchange rate rlsE associated wth % primary 25 transaction. The user

t er mi nal @Gréuﬁﬁép§aFﬁF§nré&u§§FcV ‘the hedging field 106b to the user
and the user may input a hedging request conprising at |east a

spect [ cat 239 Henoiedd’ 1 gRRE! Y- FRECRYAMRECsnblun! BE ! ALERLAG eXRect s

to hold
exchange rate risk associated with the primary transaction of

100 shares of XYZ corporation after a complete or after each
partial fill in step 5. After a complete or a partial fill in
step 5, the method proceeds to calculate a hedging price as-

20 sociated with the complete or partial f£ill. In step 9, the
computer system 100 outputs via the managing means 108 a re-
quest to the user terminal 106 and prompts the investor to
specify a hedging period for which the investor desires to
hedge the exchange rate risk associated with the primary

25 transaction. The user terminal 106 outputs this request via
the hedging field 106b to the user and the user may input a
hedging request comprising at least a specification of the
hedging period. For example, if the investor expects toc hold
the shares of XYZ corporation for three months, then the in-

30 vestor may select a hedging period of three months.

Once the investor inputs a hedging request and selects a
hedging period, in step 10 the means 116 for determining the
hedging price calculate the cost for hedging the primary

35 transaction based on the value of the purchased XYZ corpora-

tion shares, the exchange rate between the investor's home



t he shares of XYZ corporation for three nonths, then the in 30 vestor may
sel ect a hedging period of three nonths. Once the investor inputs a hedging
request avoloygl7ects a hedging period, in step 10 t he nmeabP€T/ER@ /1632

determ ning the hedging price calculate the cost for hedging the primary
35 transaction based on the value of the purchased XYZ corpora- tion
shares, the exchange rate between the i#festor's hone WO 02/ 31716

PCT/ EPOL/ 11632 - 20 currency and the foreign currency in which the investor
pur- chased the XYZ c orajlion,shares and the q%d eriod Because t he
i nvest or’ scg¥h%n%ye§%§ POnt PEGHERt CHOr pUrEhH & %%Oggga}%% SO
corporatlO@haagdb@h@xgnnt@drpergtlomrsmanesSﬂu$h®m@sh@®gisghaaauxe of

mar ket conditions or because the investor limted his execution request,

t he hedging price nust be calculated for each 50 share part separately
based on Béeaexehdhgeineestar' sheinghe ewtuper HHaedet requestchiise 10

executed a@@oteﬁayééustiyﬁaearﬁefatyénthgyr@&useécugeee éh§ hedgiwng price
is determined, in step 11, the conputer s stem 100 outputs hedgi.ng of fer

i ncl udi ng §hesh@6@$n@aﬁFﬁc%e?%us?h%fu%%¥ ?%rh?%%}tﬁ®%s heb%%%?s?eFQEnaJ

106 then dispbaysr iheibedghig @keGEtiﬁntheq@@@ﬁﬁrmmél@@déiﬁedpﬁﬂﬁﬁ 15 | f
the i nvestor hﬁoses t o. hed t he exchigg 6 late rlsk on he
i h gfeh

e
di spl ayed Hedyi Ag %?%%%lath f? THE"© HRAGT ng® %?r?helg ange rate
risk assoctheedxmhahgeheaperatchheetomeX&@Chom@bta@fohhehe¢@@e$% P into

effgglg- ThE§e8&9ed291&§ fhe 9519 NS by, the, SECONHa e t FaRSaSE | OOk ﬁ@éu; ng

FX option an ing this option to the particular position
XYZ corporh@ﬁ@hnghﬁ¥e§esh@hdFHQFm%h%dCﬂtﬁF§¢%®t1bn Ehn forPubRr t §utierm

separate!ylbbosbﬁgethZ EQH@Qﬁ@tb@ﬂe§hﬁﬁ@§ud2§g|Ehéhﬁed@YQ torigetes m nes

that a different ng %e %h nore _desirab lﬁ éaeg e |nv§$tor i's

gi ven the BBBOF?%th% B et B REVESTAE Bk dl BER R

det er m nedtn&i ngdgihe pﬁieedEEltableoheﬂgmagloerfndldl106homever the

inve§%or deci des agai nst hedging the primary transaction of XYZ corpo
If the investor chooses to hedge the exchange rate risk on
the basis of the displayed hedging price, then in step 12 the
hedging of the exchange rate risk associated with the pur-
chase of XYZ corporation shares is put into effect. This can,

20 e.g., be done by the secondary transaction of issuing an OTC

FX option and linking this option to the particular position
of XYZ corporation shares such that the OTC FX option can not

be traded separately from the XYZ corporation shares.

25 If the investor determines that a different hedging period is
more desirable, then the investor is given the opportunity,
in step 13, to have the hedging price newly determined using
the more desirable hedging period. If, however, the investor
decides against hedging the primary transaction of XYZ corpo-

30 ration shares, then the method proceeds to step 14 in which

case the primary transaction remains unhedged.

According to a further embodiment of the invention, the in-
vestor can not only limit the primary transaction but also
35 the secondary transaction. Since a limited primary transac-
tion may not be executed until several days after the user

has input a request to execute the primary transaction, the



30 ration shares, then the nethod proceeds to step 14 in which case the
primary transaction renmai ns unhedged. According to a further enbodi nent of
the i nvemoon3ifihe i n- vestor can not only limt the prinRB€YEPOIANISRCE i ON
but also 35 the secondary transaction. Since a limted prinmary transac
tion may not be executed until several days after the user has input a
request to execute the primary transacf¥on, the WO 02/31716 PCT/ EPOL/ 11632

-21 hedging price at the tinme the primry transaction or a part thereof is
execut ed

have changed . 9., due to exc
i nvestor }ﬁ%/% Jdrl\{%gp{bc cdge e%gl*fjrﬁhj?e%hepé(l mar t?%%g%%{l%%ﬁﬁfglt%g‘ré J?ore
asked to speeréyf nbs exkguied hevghage perdngedute ali sodee gho acpeharde ange
for the hedgindc) prige: nenis wh! |hpgeto: PaYec ConsoausThbiige aal i mhiedy

primary transac ion w only b e ged it the current hed |ng rjce
the tinme whehnahe bx@m%@?t%@@n%écth%ﬁef@r%x%%ﬁ?%dt?SSRFFhfﬁ PR g?}¥e range

speci &i ed 9¥d&b§g'ﬂ¥§§é@rbu€1Q§§Mﬁ§eg é £ D priges YL bF appach &Qgi v | |
remai n unhedgéed. " As al rea escri reference t .thgﬁélne neasurlng

means 126 BFI1EReNeopuEf ¥9§t5ﬁ1@6® ?ﬂ%s?%Q%% Rotfat e’
change in thenbedeisg periodnin basﬁeb@edhnﬁsEBenourﬁéntohsé@inghprkwg

cor porati on Sgﬁ% %bm%g?h?lepﬁ?ﬂgggﬁgg §£589ac9£8M' ng¥e59€8g %gd The

conput er s§5t usrng any neasured known in the
art |ncIudwmghlbuthenprltenraedetepeékée@dthcthﬁlanﬁé§§rﬂlpéh@¥Wlser

te'epﬁone,théagrlﬁgﬁ OE%9h9§h£¥oﬁek§§legeﬂggﬂ'ﬂﬁh@é?é@d i s about to |apse

in 20 vest hedging for an extended tine period is desired.
Al ternatively, the investor hinself may request from conputer system 100 a
| onger hedﬁb”ﬁl@@éu9ddeybkﬁaéarw1th payebenosetaechrssatyet nchnoreage t he

hedged 25 val ue sition of XYZ shares if_th this
pos?tlon aéﬁ?géligés gf%ﬁ? Fh@pBgFEhﬁg ngﬁgédepﬁ §8§?SE g %ggugc?%m |
ref erence tnodthe sechadgeonpathsohengang p24iofl lnheaéenbgtéhogygﬁeﬁpioo,
the comput g, éé%&eghé09yaa¥oégakatlBHtgﬁxreeewaeﬁgﬁteheaa@dahh@w@59§od

i nvestor to he
prev1ously spe01f1ed The computer system 100 notifies the

investor, using any measured known in the art including, but
not limited to, electronic mail, facsimile or telephone, that
the originally selected hedging period is about to lapse in-
20 vestor as to whether hedging for an extended time period is
desired. Alternatively, the investor himself may request from

computer system 100 a longer hedging period.

Moreover, it may become necessary to increase the hedged

25 value of the position of XYZ company shares if the value of
this position appreciates after the purchase was made. As ex-
plained with reference to the second comparison means 124 of
the computer system 100, the computer system 100 may again
notify the investor and allow the investor to hedge the ap-

30 preciated value of his position. Alternatively, the investor
himself may request from computer system 100 to hedge the ap-

preciated value of his position of XYZ company shares.

When the investor sells his position of XYZ company shares,
35 he will receive the proceeds of the sale in his home currency
based on the better of the exchange rate at the time of the

purchase and the exchange rate at the time of the sale. For



30 preciated value of his position. Alternatively, the investor hinself
may request from conputer system 100 to hedge the ap- preciated val ue of
hi s posi wWon2/sf716K<YZ conpany shares. \Wien the investor sel PET/EP&/Q6xI ti on of
XYZ conpany shares, 35 he will receive the proceeds of the sale in his
honme currency based on the better of the exchange rate at the tinme of the
purchase and the exchange rate at t he 1347e of the sale. For WO 02/ 31716
PCT/ EPO1/ 11632 -22 exanple, if the exchange rate at the tine of the

pur chase was n,to the doIIar and, t e n e of
the sal e G&SMR B'ygﬁ % St RECBBNPEr Tt ReRt tﬁﬁelﬁvegtgﬁ @% pQECng%elg?ng
t he sal e moocgedstbntyenwomﬂhk reoélveetEECBah@eSerQCééd§hba§é@eoﬁf110 yen

to the dol S [ r ng t I ¢as@nobegause
t he exchaEgg ?g &Q% 1%§ %?ﬁetgfgngedggﬁggmagh%grgh?a38$§EF8 tﬁa%othe

exchange reaeevangthéetﬁﬁéeoprpﬁéeéﬁréﬁa§@n tHelhel§FRgVReEASnBELBome into

effeqt. grbgeegg bheegt Bar 1hangent he @h@héagﬂakatgsathﬁhelélﬁBeOf t he
sale is en to the dolla i nvest

r ceive
pr oceeds B&gééroﬁx$66n9§nrﬁ8€thé“dB%FﬁrCa?ﬁe §Ca8ﬁ§ng rSFShFHQSfFe%? at
the time aft the pufehasethknsthieswhs mase, fhlerahlestbenusbs thehhedgi ng

benefits. ha come appar ent a e Lhyentl aR+aksQer e-
lates to &% 8n83tg epr68ra§?w§3ﬁ %&%gbgggéo ggn%gﬁgngr car- rying out the
steps of tih¢éonettiedtaccording to the present 20 invention when the program
IS egpcuted on a conmputer. The conputer programw th program code neans

e

can stored on a conputer-readable recordi ng nediu reover,  al t hough
the preséddtr CRvERE GFDREs D é@@crlB@de%FPﬁnﬂéféggﬁcéktghﬁwgﬁpgso§ tgﬁd 3

with respegtiet 6 shedgiveg @aopihehaselef,shaeastat anspetds eiflicreompany, it

vent' on Sy 860 PA55PE O "ERET DAsa 'WhaFE Lhe I veStaripufiRatis

di f f er ent céxah@ngetier ddee £ fictoemalti Kéea tiimeardi dhei patcchaset-. TAl $bist he

inveﬂ$ionc %,the investor uses the hedging benefits.
As has become apparent from the above, the invention also re-
lates to a computer program with program code means for car-
rying out the steps of the method according to the present

20 invention when the program is executed on a computer. The
computer program with program code means can be stored on a
computer-readable recording medium. Moreover, although the
present invention was described with reference to figures 2
and 3 with respect to hedging a purchase of shares of a spe-

25 cific company, it will be obvious to one of ordinary skills
in the art that the present invention may also apply to the
case where the investor purchases a different exchange traded
item like a financial instrument. Also, the invention may ap-
ply to purchasing an exchange traded item short with the in-

30 tent of purchasing the exchange traded item in the future

time.
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ply to purchasing an exchange traded itemshort with the in 30 tent of
purchasi ng the exchange traded itemin the future tinme. 35 WO 02/ 31716
PCT/ EPO1MIA 6321716 23 CLAIMS 5 1. A conputer system (100) POT/ER@dgs3tg a
currency exchange rate risk associated with a primary transaction of an
exchange traded item wherein the conputer systemcom prises 10 - neans
(110) for executing the primary transackBon, the primary transaction
having a transaction value; neans (112) for receiving a currency exchange
rate; - nmeans (116) for determining a hedging price based at |east on the
currency exchange rate, a hedging 15 period and the transaction value or a
fraction of the transaction value; and neans (108) for outputting a
hedgi ng of fer, the hedging offer cong&%ﬁggg at | east the hedging price.
20 2. The conputer system according t m 1, further com prising nmeans
(108) for receiving the hedging period. 3. The conmputer system according
to claiml or 2, further 25 conprising neans (114) for executing a
secondary trans- action of the exchange rate risk. 4. The conputer system
according te o @fmplisfresysten 3(10Ghefai Madel e ghsC{QuP)CY RXFRAFEYi ng

the currency exra30 £NaN0es$&E Ba€UPE1 56 @Fﬁtr@aﬂgntteféra@@c&maf i 4 conmuni
cation with an exchange ralgégata source (,104).. The conputer system

according to on¥IHaRIRi TErdet ot Bem, W RT I tHE R4 05Y T 0™ eX¥- Ut i ng

the transactionprBSeconpri se an exchange interface (110b) in comrunication
W th 1% mar ket (-102) Itﬁge[nsexgl%gefcgg aedxeedcdtti%'the primary transaction,
the primary transaction having a transaction value;
- means (112) for receiving a currency exchange rate;
- means (116) for determining a hedging price based
at least on the currency exchange rate, a hedging
15 period and the transaction value or a fraction of
the transaction value; and
- means (108) for outputting a hedging offer, the
hedging offer comprising at least the hedging
price.
20
2. The computer system according to claim 1, further com-

prising means (108) for receiving the hedging period.

3. The computer system according to claim 1 or 2, further
25 comprising means (114) for executing a secondary trans-

action of the exchange rate risk.

4. The computer system according to one of claims 1 to 3,
wherein the means (112) for receiving the currency ex-
30 change rate comprise a rate interface (11l2a) in communi-

cation with an exchange rate data source (104).

5. The computer system according to one of claims 1 to 4,
wherein the means (110) for executing the transaction
35 comprise an exchange interface (110b) in communication

with a market (102) for exchange traded items.



WO 02/ 31716 PCT/ EPO1/ 11632 -24 6. The conputer system according to one of
clains 1 to 5 wherein the neans (108) for outputting the hedging price
conpri sevwo0sar71é nterface (108a) for outputting and re 5 PETHPOIgIIGREr
information, the user interface (108a) be- ing in communication with a user
termnal (106). 7. The conputer system agcor ding to one of clains 1 to 6,
further conprising database means (118) storing 10 transaction
information relating to an executed primary transaction. 8. The conputer
system according to one of clains 1 to 7, further corrprisi ng first
conparison nmeans (120), 15 wherein, upon execution of_t pr| A
transacti oh, tH&e SAHAHG rRAT S %‘i%%%&o Wvh YettEiht o%lo & 'posi -
tion of exchanggdradediid ensares eai®g) byodt hentpnitneimy thartssdsiron, pitie

first conparison neans (120 co ar e t he red. exch
current exchangeRiese azdl o e?fdé/)as)t efrﬁrac%%@?%%a#% ﬂf%?ﬂ?B
further com pr¢é;1mg1qramsr (J:Irzizc)rma)trl@fw citeatuseyr alwompercat | bifa arkRmt

based on a differ exchanas it e apthdhe current
exchange rate, h € corrpensatl on @]g%h?armunt bel ng caﬁ cul at egp?f)ht he current

exchange rate is less than the stored exchange rate. 10. The conputer
system accor di nghd o- QRS r Cé@éf@nlaé@oﬁdln Ufd hefe cOMPEiSimg Tt 6,

measuring means (126) for neas: 30, uri.n sed tion of, the edgl ng
period. 11. Thefeonptrt e?o%@/%%%ﬁ'ﬁ‘%c%%??f?%ﬁe tr%e‘% Hﬁi@ %ﬂ rer A rh£ neans
(108)10f or out puﬁarﬁtgaéihﬁoﬂneﬂgf@gn@ﬁ@m el puing tds wn hexe tietterd ngr oidey i f

the | apsed por'ltj%({ the hedg 35 ing period exceeds a first threshold. WO
02/ 31716 PCT/ E ‘?rﬁ%% °%25 12. The conmput er system accordi ng one of

claims 1 to 11, further conprising second conparison neans (124),
8. The computer system according to one of claims 1 to 7,

further comprising first comparison means (120),

15 wherein, upon execution of the primary transaction, the
exchange rate is stored and, upon settlement of a posi-
tion of exchange traded items created by the primary
transaction, the first comparison means (120) compare
the stored exchange rate with a current exchange rate.

20

9. The computer system according to claim 8, further com-
prising means (122) for calculating a compensation
amount based on a difference between the stored exchange
rate and the current exchange rate, the compensation

25 amount being calculated if the current exchange rate is

less than the stored exchange rate.

10. The computer system according to one of claims 1 to 9,
further comprising time measuring means (126) for meas-

30 uring a lapsed portion of the hedging period.

11. The computer system according to claim 10, wherein the
means (108) for outputting the hedging offer output a
further hedging offer if the lapsed portion of the hedg-

35 ing period exceeds a first threshold.



wherein, upon execution of the primary transaction, at |east one of a
price of the exchange traded itemand a 5 value of a position of exchange
traded i tveos2/3W16t ored and the second conpari son neans (RCUWEPCONpRr e t he
stored price or value with a current price or value. 13. The conputer
system according to claim 12, wherein the 10 neans (108) for outputting
the hedgi ng offer output a further hed&rng offer if the difference between
the cur- rent price or value and the stored price or value ex- ceeds a

second threshold. 15 14. A nethod for i Ng._a Ccurrenc rate risk
asso- ciat % fh\ BPR e ?¥%H§%c??%%ro ‘%%n5§c:%n§% ¥$§dgg§pg?%
wherein the rretfm)ldttn:@rrpmrsrelsmheg st ependf corepatigdrmngnadies pflavhr y

transaction, the primmr Yapd aé&?é‘&&t%h W'ﬂge apﬁlrr@éts%ctt&@sy@t% 20 -

receiving a currency exchange rafe; - determning a gtng price based at

least on the clezshcyn@xehangertat ot at R R HP I i oerde@ tHem avdrdact i on
val uesor a fra%agﬁteoctft@epééﬁt@@&twnexmwe 2D 1+t O P téngred
hedgi ng of fer, the hedg |qg fer com rliﬁﬁg %H% ast the hedg v$$ rice.
15 0The. et hod HEEoh & RS PRSP T P SPTe O v
hedgi ng peri od. pB0cd bor Thel net hibeh ag conth awgt tor idai om Mabtue 15, further
conpris- ing executing a secondary transaction of the exchange rate risk.

35 17. The method according to one of clainms 14 to 16, further conprising
storing at1BeasThe¢ heomyehangeysbem atcon@ing i e @h@hﬂth%,pwmﬁeﬁyn the

tra“%gCt'O” IS ﬁé@ﬁgt?ﬁosV[%QB/ééiéétfuréE¥K@/Hé&§§h -@BrdB- odfisu#red hod

according to one of clains her . conprising storin
transaction inf S¢FEREBNPRUERY ngf B 4R EXecit BEE TGRS YRR ath s o~

rent price or value and the stored price or value ex-

ceeds a second threshold.

15 14. A method for hedging a currency exchange rate risk asso-
clated with a primary transaction of an exchange traded
item, wherein the method comprises the steps of:

- executing the primary transaction, the primary

| transaction having a transaction value;

20 - receiving a currency exchange rate;

- determining a hedging price based at least on the
currency exchange rate, a hedging period and the
transaction value or a fraction of the transaction
value; and

25 - outputting a hedging offer, the hedging offer com-

prising at least the hedging price.

15. The method according to claim 14, further comprising re-

ceiving a hedging period.

30
16. The method according to claim 14 or 15, further compris-
ing executing a secondary transaction of the exchange
rate risk.
35 17. The method according to one of claims 14 to 16, further

comprising storing at least the exchange rate at the

time when the primary transaction is executed.



5 19. The nethod according to claim117 or 18, further conpris- ing
conparing the stored exchange rate with a current exchange rate when a
posi ti onved oExCh@nge traded itenms created by the primaryP€CT/@RGIAOGI20N | S
settled. 10 20. The nethod according to claim 19, further conprising

cal cul ating a conpensation anmount if the current ex- change rate is |ess
than the stored exchange rate, the cal@fation bei ng based on a difference
bet ween the 15 stored exchange rate and the current exchange rate. 21. The
met hod according to one of clainms 14 to 20, further conprising measuring a
| apsed portion of the hedging pe- riod. 20 22. The nethod according to
claim 21, f8rthehecoaphod-acogroungutoi oge aof ucldins hedigtogl of f Buriliet he

| apsed portion 8%%£P§19 d@f?ﬂlﬁé Eggnggggggiurt% fﬁétigﬁe§99$91n%5tg3 The

met hod accordlng one conprising storing a
price of the exshanyecttadedrimnesy Brapsactie®- when t he primry transaction
is exgcuted and conparing a current price of the exchange traded item

with the stored ﬁrlce 30 24. The net hod accordlng Lg claim 23, further
conpri si ngt2outp ?tmﬁbh%dfﬁF?ﬂE?lﬁ%dan@ offet’i? df?FEP%ﬁc%o%%rl%meen
the current prlﬁﬁgaadmp@elﬁ@oﬂed thﬁedEézelecﬁth@. raesontthhs eshotent 35 WO

02/ 31716 PCT/EP01I%1632 7 u PLPYL 2 W th program code neans
for perform inﬁx? %n%?epig ccoralng SB %ﬁ%no JE;)c a?ﬁanii Eﬁagigmhg%msthe
programis execatedted haycbhpuprima?g. t Theszohpor e¥s psograadwi t h program
code jgeans according to claim25 stored on a conputer-readable recording
n’e_
20. The method according to claim 19, further comprising

calculating a compensation amount 1f the current ex-

change rate i1s less than the stored exchange rate, the

calculation being based on a difference between the

15 stored exchange rate and the current exchange rate.

21. The method according to one of claims 14 to 20, further
comprising measuring a lapsed portion of the hedging pe-
riod.

20

22. The method according to claim 21, further compris-
ing outputting a further hedging offer if the lapsed
portion of the hedging period exceeds a first threshold.

25 23. The method according to one of claims 14 to 22, further
comprising storing a price of the exchange traded item
at the time when the primary transaction is executed and
comparing a current price of the exchange traded item
with the stored price.

30

24. The method according to claim 23, further comprising
outputting a further hedging offer if the difference be-
tween the current price and the stored price exceeds a
second threshold.

35



dium 27. A user termnal (106) for hedging a currency exchange rate risk
associated with a primary transaction of an exchange traded item the user
term nal Wao0s317iei ng in comunication with a user interfRCPEPAMOAA)2 of a
conputer system (110) and having a plurality of user conmunica- tion
fields (106a, 106b, 106c) allowing to input and output information
transmtted via the user interface _{-108a), wherein the plurality of user
comuni cation fields (106a, 106b, 106c) conprises: a transaction field
(106a) for entering transaction information for executing the primary

transagti.ona cbh uﬁékﬁgk&gkéﬁnﬁﬁﬁhlQBoQ@anQoaetﬁéﬂﬁ@CEbQHpéékbem— a
confirmation flﬁﬁ %% for guttlng g |ng rpce getﬁrnlned based
Fe epéxéﬁﬁﬂﬁ lP t &° gMfied ﬁg 27877 b4 LRd2fhBMERansacti on

at |east on 8%
val ue or a thacprogrefn theekeansadt banavabmput@8. The term nal according to
claim 27, further conprising a hedging field (106b) for entering a hedging

request, the hedging request conprising at |east the hedging period.
26. The computer program with program code means according

to claim 25 stored on a computer-readable recording me-

dium.

27. A user terminal (106) for hedging a currency exchange
rate risk associated with a primary transaction of an
exchange traded item, the user terminal (106) being in
communication with a user interface (108a) of a computer
system (110) and having a plurality of user communica-
tion fields (106a, 106b, 106¢c) allowing to input and
output information transmitted via the user interface
(108a), wherein the plurality of user communication
fields (106a, 106b, 106c) comprises:

- a transaction field (106a) for entering transaction
information for executing the primary transaction,
the primary transaction having a transaction value;

- a confirmation field (106c) for outputting a hedg-
ing price determined based at least on a current
exchange rate, a hedging period and the transaction

value or a fraction of the transaction wvalue.

28. The terminal according to claim 27, further comprising a
hedging field (106b) for entering a hedging request, the
hedging request comprising at least the hedging period.



