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DERI VATI VE TRADI NG SYSTEM BACKGROUND 1. Field of the Inventions The field
of the invention relates generally to credit derivatives and nore
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environment. 2. Background Information Currently, conventional credit
derivative markets conprise a user base of larger institutions. These |arge
institutions use the credit derivative markets for a variety of reasons.

For exanpl e, commeryisEMRAKD MMTHOSIROR LN ONIINEQIFGIST. can obt ain

significant economc, regulatory, and capital relief fromselling credit

risk in a credit derivati RToriak @trﬁm nks can al so use the
credit derivative nar kets\rfﬁo adﬁ]rse rtri si‘?%%mgﬁeir portfolios as an

alternative to the |l ending nmarket. Insurers, which typically posses
excellent credit eval uation SkiﬁAéK H’mi ly use the credit derivative
markets to take on credit risk for aG&em um | nvest nent nanagenent
conpani es and Hedge Funds, or other investors, use the credit derivative
mar ketT to o{dh tﬂpe:l;ﬁ on and shed risk. The deal er community represents sone
of thelt ar gBSd FilCARL O™ nt er medi aries in the world. The dealers tend to
be | arge, mﬂ i.nstitutions, that markets in credit

t .- nat.i,onal e,
derivati ves! ﬂ‘erhﬁlgé’%g}eén‘éﬁ’ilﬂog Edges gperliyip ﬂ&‘ﬁ?g?ms’mﬁ?s fQre PRYSHAY Rt ysi ness
varies wdely, with some dealers having extensive credit derivative
oper at therieansagiier it dsavattycd BRnipReVEERREY. partici pants. Thus, in
conventional credit derivative markets, information flow is concentrated in
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transact through. the 1 WD 2006/ 039340 PCT/ US2005/ 034832 deal ers and not
directly w Clrr@sigh cotveationalf ¢redit detifativerembrdatsi consirze ce wad basec ofifllugee as it
relates to the buyers and dealers participating in the market, as is
i nf or MBistiffoR® TRk 14gk P6titaRordNde hecredit derivative markets for a variety of reasons.
For example, commercial banks, both domestic and foreign, can obtain significant economic,
" regulatory, and capital relief from selling credit risk in a credit derivative market. Commercial
banks can also use the credit derivative markets to add credit risk to their portfolios as an
alternative to the lending market. Insurers, which typically posses excellent credit evaluation
skills, primarily use the credit derivative markets to take on credit risk for a premium.
Investment management companies and Hedge Funds, or other investors, use the credit
derivative markets to both take on and shed risk.
The dealer community represents some of the largest financial intermediaries in the
world. The dealers tend to be large, multi-national institutions that make markets in credit
derivatives. The scale and scope of each dealer’s credit derivative business varies widely, with
some dealers having extensive credit derivative operations, and other being occasional market

participants. Thus, in conventional credit derivative markets, information flow is concentrated in

a few dealers. Generally, the end users, such as those described above, transact through the



risk associated with particular derivatives. Dealers transact with other
dealers via a broker market. A broker is an internediary that transacts
busi ness between deal ers. The brokers do not principal risk. Generally,
i nfor mat i gy 2084/6554@ nation fromthe brokers is very i npftusioasmssssgurt her,
t he brokers business is limted to the dealers, because there is no

”Ea”' gg{gws aﬁ&’H&Pcﬁfect%%vi‘lﬁ%&ht T. bgtg&rlﬁfoﬁﬂﬁoﬁ”sdscgég larid @%@ﬁt@z{sgtrr@fa&@r

S to conventl onal rivative nar uch aw back is

that nt i onal I rke to be regionaliz e.g.,
with %gte% U ez 2nd gﬁal 8 gﬂigg)la f ocafnm%(g}(; %ifs %%#athoé]hﬁonﬁ?{# PUEY A cF@’Snes For
exanp the U.S i eri atlve market tends to trade strictly in U S.
cr edi PS?F%SRW%W%‘H“?FB f‘%ﬁ& *credit derivative nmarket wusually trades in
Eur opean credjt ri sk. the manual and | abor i ntensive nature of
convent i onBealétsééﬂnﬁacélyﬂth\PgteF {lealers Vi byoker market., Arbyolepr i acintermediarydal ers to
break down the localized nature of conventional credit derivative markets.
Anot hd&ranshets iivainkssi between deplgrs. cHist brokers deymetoprincipal wisls offeneraliys iefbroaatiodi t
derivative market. FEach dealer in a conventional credit derivative market

t ends disserninptiay frbmnthpebrokdre isnvedy mefficient f Fuather, thetbuolerd busirresd Isilindted td the
transactions. The size of the infrastructure leads to large transaction

COst S deXtbris Checivsk lthet€1¥8bo AncaGink full GorAset BER¢Ethe Broibrs Gh@eid usdll | vati ve markets
remain regionalized and controlled by just a few dealers. Further, because

i nf or mat | Oy £ORARRFMRELS foModndenBARSe®! ddiyhe IBAGR, PORS kEdhPaRkS .
conventional credit derivative nmarkets are inefficient and illiquid. The

1T ayhgd fs%hﬁ%ﬁ{re%]hﬁnﬁ%féaﬂ%ﬁg%ﬁeQﬁaﬁ'%et& end Ebele f’e?ﬁ‘ﬁéﬁr zed3L. %f Wltﬂl%ﬁt]ﬁd udihei 1

only transaction out roug radi t7 ona anot her

dr anwback, |

st Z?dgé:aalfl /Bé%g%([:o%%rhezn? 3 |°8%&etf{1%n%éoggﬁftélog%talﬁﬁsa mﬁhlt{elgfcgy cﬁead&lg gﬁﬂ‘é’ﬁ 039340
PCT UsS2005/ 034832 .

ST \S08 UL U D P (AR SO gL B e

| ack of standardi zation, Another drawback that will be nmentioned here is the
i nef f jugyalyt tradep at@nﬁwpman gpdit rigksj B i dhey mepval and; Bhomizkensive spaturg fof

conventional credit derivative markets. Wen a mar ket
conventional credit derivative markets, it is very difficult for dealers to break down the localized
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nature of conventional credit derivative markets.

Another drawback is the high cost to transact in a conventional credit derivative market.
Each dealer in a conventional credit derivative market tends to employ large intermediary
infrastructure to facilitate the transactions. The size of the infrastructure leads to large
transaction costs, which will remain as long as conventional credit derivative markets remain
regionalized and controlled by just a few dealers. Further, because information is concentrated
in the hands of a few large participants, conventional credit derivative markets are inefficient and
illiquid. The illiquidity persists because for many of the largest participants, their only
transactional outlet is through the dealers. Traditionally, another drawback is operational

inefficiency that results from a lack of standardized documentation. The operational inefficiency



partici pant wants to transact, they will call one of a few dealers to ask
for a price. Dealers wusually will go through a broker at this point.
Alternatively, the dealer will often call a limted nunber of other
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low, and/or the dealer will not principal the risk because they fear they will not be able to find a

willing participant on the other side of the transaction. Consequently, while a few participants

benefit from the economic inefficiencies of conventional credit derivative markets, many do not.
Another difficulty in trading credit derivatives occurs when a dealer or buyer desires to

trade a large number of cre&it derivatives. A desire for a large transaction can influence the

market in a manner adverse to the trader.
SUMMARY OF THE INVENTION

A credit derivative trading system comprises a credit derivative authority configured to
receive defined positions for credit derivatives and update a plurality of trade clients in real-time

whenever there is movement in the market for a particular credit derivative.



I n anot her aspect of the invention, the credit derivative trading systemis
configured to allowinvited participants to trade a credit derivative at a
fixed price once that credit derivative has been traded in a related
transacti@,g.200 @giﬁoand ot her features, aspects, and enggagisyoosios4sedf t he
invention are described below in the section entitled "Detail ed Description
of the Preferred E i S " - JTHE W NGS. Feat ures,
aspects, ar% agﬂlg%rdiq%%g% QP(E#P’ W%’F@gﬁsg‘ﬁ%%‘})é%e%??%%w %c:%ncrﬁ%ﬁﬁsc?i on with
the attaghed draw_.ngs, .in, which: Fiqure .l is.a di.agramillustrating an
exanpl| & ?@HF‘? %kgrrchgaﬁl?t\/aglotwrsatﬁq}&ﬁﬁﬁ?& ioe?‘rﬁewnfo&‘@ﬁtb?nd%&@dw HYBHES 8hBodi ment
of the invention; Figure 2 is a flow chart illuystrating an exanpl e nethod
for trerpastadgupiferm gt ¢ Theestandardized intprfach ealso, allews %ie fradpn redients iy
accordance with one enbodi nent of the invention;, Figure 3 is a flow chart

i | | ustintgrfacegvitinthe reedisderivasive eutherity irequickand gfftcientmpomgi ve position within
the systemof figure 1 in accordance with one enbodi nent of the invention; 4
WD 2006/ 03 33 4fotRETdshis? 0 Ot &Ridn, the gredie dérivative thiling sgétemtis configatedadi ng an
exanpl e nethod of receiving an indication of a willingness to transact
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invention; Figure 5Ais a screen shot illustrating a display of credit

deri vatddy endnphRus®t i on within on a termnal included in the system of
figure 1 in accordance with one enbodi nent of the invention; Figure 5Bis a
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in the sxstem oé, fi %Pre 1 in _.accordance with one enbodi nent of the
has been traded in a rélated transaction.

These and other features, aspects, and embodiments of the invention are described below

in the section entitled “Detailed Description of the Preferred Embodiments.”

BRIEF DESCRIPTION OF THE DRAWINGS

Features, aspects, and embodiments of the inventions are described in conjunction with
the attached drawings, in which:

Figure 1 is a diagram illustrating an example credit derivative trading system in
accordance with one embodiment of the invention;

Figure 2 is a flow chart illusirating an example method for transacting in a credit
derivative in the system of figure 1 in accordance with one embodiment of the invention;

Figure 3 is a flow chart illustrating an example method of receiving a responsive position

within the system of figure 1 in accordance with one embodiment of the invention;



invention; Figure 7 is a logical block diagramillustrating an exenpl ary
conputer systemthat can be included in the systemof figure 1; Figure 8 is
a screen shot illustrating an exanpl e nethod of displaying a request to

upsi ze aWOr88f0398\Pgure 9 is a screenshot illustrati ng‘}/CaTrﬁ BARHB%32 net hod foor
di splaying trade information that includes an option for volune upsizing in
accor danceFigutehd one flewixhdit rithestratitg gniexaniple insthad of xeratying aicindeationhofta of a

di splay that can be used to inplenment volume wupsizing; Figure 11 is a chart
t hat iwlilliugiesatoctsanasct avithirpthe spdient of fgwre Upiaiazcondpncd-vithrone tBodimeat cfdheen shot
of an exanple of how a participant can be solicited for bids and offers; 5
WO 20Q6/:08h340 PCT/ US2005/ 034832 Figure 12B is a screen shot of an exanple
of how a participant can performvolunme mtching; Figure 12C is a screen

shot illus ] 10t : : : ' Lan- Fi 13 is a
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bi ds and offers th rtici . (FH_gur t tabl.es ill.ustrating
t he nﬁttﬁgﬁn%leglglrlﬁg%de&n g%eg\%)és?éniiogur L iS‘J&, &fgrlg,&n%fg%?hé}én ef%ﬁ eenlt F?rf iltﬁ? outs of
actual results of a fixed price trading session related to each of the
t hr ee B Y% s. DETAI LED DESCRI PTI ON OF THE PREFERRED EMBODI MENTS Fi gure 1 is
a diagramillustrating an exan‘gl e credit deriyvative trading system 100 in
accor danceFiguaSRise ssrase dhotélstrating displysefsaeditded vatidieplosneioncwifipen her e n.
System 100 conprises a credit derivative authority 102 interfaced with a
dat abaderntioal in¢hdedoinstbe tPstern af fignee 1 iin aepordaneccwith anothat embedimpnti efdhe
plurality of databases depending on the enbodinent. Credit

invention;

Figure 6 is a screen shot illustrating the display of historical credit derivative infoﬁnaﬁon
on a terminal included in the system of figure 1 in accordance with one embodiment of the
invention; |

Figure 7 is a logical block diagram illustrating an exemplary computer system that can be
included in the system of figure 1;

Figure 8 is a screen shot illustrating an example method of displaying a request to upsize
a trade;

Figure 9 is a screenshot illustrating an example method for displaying trade information
that includes an option for volume upsizing in accordance with one embodiment;

Figure 10 is an example screen shot of a display that can be used to implement volume
upsizing;

Figure 11 is a chart that illustrates an example of volume upsizing;

Figure 12A is a screen shot of an example of how a participant can be solicited for bids

and offers;



derivative authority 102 is interfaced with a plurality of trader clients
via termnals 108 through network 106. In one enbodi nent, network 106 is
the Internet; however, network 106 can be any type of wired or wireless

W de AreaW®200603340wi red or wirel ess Local Area Networ RCT/HP208Y/€34832 wired or
wi rel ess Personal Area Network, or sonme conbination thereof. Further, in
certain eifiguié d2Rtis acscreen tshotesti anagsawpleast how iatpartiddgnacad érférer volames 108
can be interfaced with network 106 via wired and/or w reless conmuni cation
| i nks,matHidgg i n anot her enbodi ment, credit derivative authority 102 and/ or
termnals 108 are interfaced wwth network 106 via wired conmunication
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are conputer termnals, such as desktop or |aptop conputers. I'n other
enbodi ment g; } ] gqi\é' CESinoS h onput ers
or per sona?l%#ggﬂaspggg‘g%g%aﬁé gct]g?{aq%ﬁl(fh e gppar én@g%ﬁ%?v@r\l/%:b% a thfgerm' nal s
108 can, be type of .termnal configured to include the functionality

r equi éd(f 389°ff§‘§b§5§%%%°1%"r?65’ met hods described herein. The term "authority”
used to identify credit derjvative authority 102 is intended to indicate
that termni HA§UEe i‘b@eé‘ﬁm%é‘iﬂs@mgt%@F@EH@CSW@B?Y%e authority 102 through
the conputing systens, hardware and software, associated with credit

deri vat i ve FiguresotSid, y15Bo?SC, apdUsD are penigits pf aptueltreswdisind @i fivedtprich &radiag m
authority can refer to one or nore servers, such as Internet or web

ser verssssiohirtleted éo eash of thahteocereditst abase servers, one or nore routers, one or
nore dat abases, one or nore software applications, one or nore Application
Program I nterfaces (APIs), or sone corbination thereof. Further, the
conputi ng systRETAHEIDESERIRIION QF ¢HEPRERERRED EMBGIXIMIENTSY 102 can

i ncl ude one or nore conputers or conmputer termnals. To that extent, sone
of the sanme conponents that conprise the conputer system associated with
credit defFiguaé ilvie aadiaframi illystidfing aarexample aealipdérbative tradinglsgstér8.00An

exenpl ary embodi nent of a conputer systemthat can conprise credit

deri vVakdot@ands WiB brieYerdbbllithént GEI8d byRRshs! dhd RétRodd &leddrlbed herein. System 100

comprises a credit derivative authority 102 interfaced with a database 104. Database 104 can, as
illustrated, actually comprise a plurality of databases depending on the embodiment. Credit
derivative authority 102 is interfaced with a plurality of trader clients via terminals 108 through
network 106.

In one embodiment, network 106 is the Internet; however, network 106 can be any type
of wired or wireless Wide Area Network, wired or wireless Local Area Network, or even a wired
or wireless Personal Area Network, or some combination thereof. Further, in certain
embodiments credit derivative authority 102 and/or terminals 108 can be interfaced with network
106 via wired and/or wireless communication links, while in another embodiment, credit
derivative authority 102 and/or terminals 108 are interfaced with network 106 via wired

conununication links.



with respect to figure 7. System 100 includes a standardi ze interface that
allows the trader clients to define positions with credit derivative
authority 102 for any of a plurality of credit derivatives regardless of

t he regi owo 2weemsqy, etc. Credit derivative authoritypdDR®sioss/aasski gured to
then store the positions in database 104. Using the standardized interface,
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to |l ower transactional costs. The standardi zed interface can conprise
SOftV@P@“@Wﬁ@ﬂts configured to run on credit derivative authority 102 as
wel |l as client software conponents configured to run on termnals 108.
Thus, crediThe demi Vatthargy'ausedotoi idgntiffyocredin dewivakive muthorifyu @2 iio mteided to he
client software running on termnals 108 to format and di splay information
t 0 t héndi¢atel @fiat Obintindls 108 commurficatenwitiinoredit defidative ahaity el2nihdughr then t he
trader clients through termnals 108 in a manner that allows quick, easy,

and efchinpit@ipt systeRRS Matdwans andCedtivaird) dsBtidiede fith"Fedt ABGHa$ive lauthbAtySt@ndar di zed
interface are discussed nore fully below. Figure 2 is a flow chart
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dat abase 104 and in step )
derivative authority 102 can include one or more computers or computer terminals. To that

extent, some of the same components that comprise the computer system associated with credit
derivative authority 102 can also comprise terminals 108. An exémplary embodiment of a
computer system that can comprise credit derivative authority 102 is described in more detail
with respect to figure 7.

System 100 includes a standardize interface that allows the trader clients to define
positions with credit derivative authority 102 for any of a plurality of credit derivatives
regardless of the region, industry, etc. Credit derivative authority 102 is configured to then store
the positions in database 104. Using the standardized interface, credit derivative authority 102
displays information related to the positions stored in database 104 to the trader clients via

terminals 108. The trader clients are then able to define responsive positions, indicate a



206, credit derivative authority 102 causes the information to be di spl ayed
to the rest of the plurality of trader clients via their termnals 108.
Because the trader clients can access credit derivative authority 102 from
anywher e iwo tdoe03ssol d, the credit derivatives nade avaPCafiszoh¢34sredit
derivative authority 102 are not limted by region or industry. Thus, the

pr evi oylingness 18 ARRMCE hna Ak %ﬁgﬁfe 'E&%h&ﬁoﬁfﬁsingathé \@ndRAiked sut&BRe Danagdr essed.
Mor eover, credit derivative WO 2006/ 039340 PCT/ US20051034832 authority
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termnation of the credit derivative, a debt level, a bid price, an ask
pri ce,degivativecauthoridy &02 ngyavellea clienigofware sompenenisi eogfipweéto run on terthisals

enbodi nents, credit derivative authority can also be configured to display
t he asKi8ci Hhusd credifirdesinative autlbeity 102tanngorkaindconjunetidn tvithethé oliet aofiwak t he
positions defined in system 100. Credit derivative authority 102 is

conf i gufiflg oh AEmENANIOS to Fermdt sil @ypliyhinfirmbien TRt thenrader €lnishig a wlifRdar di zed
interface described above. Thus, credit derivative authority 102 retrieves
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application, or applications, running on termnals 108. The client
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exanpl e t hod of di.splaying the information on termnals 108 using a
corrpacafregﬁﬂlsﬂe iq‘%rf(r}nm?}gl?era%vf". Thus, the display screen 500 includes a
plurality qQf columg 502- .. As can be_seen, ,cpl um 502 conprises the nanes
Dt vari ons HEr eruntan oh fvacitiig A6 Gl Brgty 6 EITesRe t SSOR B epesn de
avail abl e in system 100. Colum _ 504 conprises the debt type associated with
each rusing syplem ko intageqrdancs|withnths gystensnd ipethyslg described herein. First, in step

202, credit derivative authority 102 receives information related to a reference entity’s credit risk
that is available for transaction. In other words, when a trader client wants to move credit risk in
a certain reference entity, the trader client can access credit derivative authority 102 and make
the information available along with an ask price.

In step 204, credit derivative authority saves the information in database 104 and in step
206, credit derivative authority 102 causes the information to be displayed to the rest of the
plurality of trader clients via their terminals 108. Because the trader clients can access credit
derivative authority 102 from anywhere in the world, the credit derivatives made available by
credit derivative authority 102 are not limited by region or industry. Thus, the previously

fragmented nature of credit derivative markets can be addressed. Moreover, credit derivative



conprises a debt rating associated wth each reference entity in colum 502.
Al t hough, as nentioned above, this colum may or nmay not be i ncl uded
dependi ng on the enbodi nent. Col unm 508 conprises the schedul ed term nation
associ at edVQi2006/0893¢0 credit derivative for the 9 WO 200€TOHI®S/034832
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once bids are received, the information can be displayed in colunmm 510.
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term ngl, . - i i I spl L,Ral I I ri ses
t he as?g%lg‘g%ggihgﬁ%%cr’lc 98 F‘?%ééa?dewg%“%&g tg%{lggar'tgﬁa? Iélﬁpsé trs a irér?lbg'%g%(l)é}% ﬁlegﬂgx anpl e
met hod_of., di spl.ayi n he. 1l nf.ormat i on termnals 108 using a conpact and
uniforﬂ?&&&ﬁﬁ@gw%gﬁggﬁnggwgégﬁgﬁ?ﬂ28%0reen shot of figure 5B includes

sever al colagmws 524 that_ include inormati on. about credit derivatives that
can be trad®d" FAMBIGAL e omBagt rad pfean idelay R dnfosmation rredit éeriyaiveot her
information related to the credit derivatives, each colum 524 include a
col umawhgity HAZ i senfiegess wegeklain erabediments, do disphay thpifelleswingforesach freeditar ket
information sinply includes a bid colum 530 and an offer colum 532. The
di spl agertvativeaflefmed frc bysthan 40Qti anredarers8 Lntityatamien sdhedided temmoratient bbtheroadditt ed t o
recent trades. Once the information for a new credit derivative displayed in
step 2dGivativgn debtdevet, arbidpride] an ik poiee, raaefeteneclotligatiors dnd a éstristatinglevedut hority
102. This process is described belowin relation to figure 3. Since the

credi t Indfthdr\éafboditheiB! deedit depivati® dutogityadan AR e tonfipAYSRIME displa§ ifictssbcliatead er
clients may not wish to deal with certain other trader clients in all, or

certai ama'b% ‘éa&ebpféﬁn%,mﬁ%,debﬂtyﬁé Fdr@héh oBHD BENifBRR s finddl ﬁf}iry%terﬂqlbb.v hlde

authority 102 1s configured td receive information iden ying trader
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acceptabl e trader clients. Credit derivative, ] o
running on terminals 108. The client applications then display the information in accordance

with the systems and methods described herein.

Figure 5A is a screen shot illustrating one example method of displaying the information
on terminals 108 using a compact and uniform format. Thus, the display screen 500 includes a
plurality of columns 502-518. As can be seen, column 502 comprises the names of various
reference entities for which credit derivatives have been made available in system 100. Column
504 comprises the debt type associated with each reference entity in column 502. Column 506
comprises a debt rating associated with each reference entity in column 502. Although, as
mentioned above, this column may or may not be included depending on the embodiment.

Column 508 comprises the scheduled termination associated with the credit derivative for the



authority 102 stores the identifying information in database 104 in step
210. The information is then used, as 10 WO 2006/ 039340 PCT/ US2005/ 034832
descri bed below, in certain enbodi nents, by credit derivative authority 102
to hel p f WPRP6ABB40 t r ansacti on between trader client s PONUSZS08483De not ed
that in certain enbodinents, trader clients do not need to provide, or

revi eWfereh@Mdnkity inSdolidih S0P CoRitnr $126816ddsGhé BBodiatd RikSprideR ApkileCedl@nt S. For
exanple, in sone enbodinents, use of system 100 can be restricted to |arger

cl | eNlsS iidfudel 1SRlcsivt Bt bl RHESGHEEREbeivbOhCfRMuatibh S bd AlgBfliahn

enbodi nents, t rader clients can custom ze their view o

di spl ayed. u for anpl N St . credit derivativ thority 102
recei gé]gl,rm‘fs-rli@m%é’hfnfnégdil? ar}@l ﬁgn%“,‘ﬂ“?%‘f’glr‘%%‘f%fl&n%a% eﬁieshﬁor?%eg}begﬁgrﬁn &4 vi ew
requi renents of .a trader clijent, i.e., .uSi the .s dardi zed .i pterface, a
t r ade ASkPH%EH PSSP‘Hﬂﬁ‘% ?lfgﬁ#%l’%‘f‘ﬂ% g SRRt og %&%@F&H’i‘?‘é@g (ﬁﬁpiw ;Ogdﬁ ge‘&& anpl e,
in one enbodi ment, a trader client specifies certain regions of interest in
st ep displayedr{&paily; epluma 518 sompriseethe pssgeipted gHITOREY.aut hority 102 retrieves from
dat abase 104 credit derivatives only for the indicated regions. These
credit der Figatd SBbis agliagrameusiiniing apthdr examplstregth@t @ disptayingethe infergetion| i ent ' s
termnal 108. Alternatively, a trader client can custom ze the trader

cl i enonsentiele 108yustigaciompaniandiunifsineforiadt? Aswan bekeen| the saieen siwt of Bgirai n
reference entity nanmes, certain credit duration, certain debt |evels,

cert aiSB isplndesdsyeral enlumnh 824itfaf énchrieanfoenawanabtiohecrdit darivatlyesl that carebe
certain -restructuring levels, etc., that the trader client is interested
in. | fraddl. alrt KIditRini t6ethe QAMOHINERIAES in tél8mE r26iand detidr Uafoki@fonCielitddetoshe t ed by
geographi c areas and/or sectors. Thus, a trader client can, in such

enmbodicFRRRrivaRES chdh ES18mATRR iR cot@ht 808 Bfat inthieS MarkeR intbekati®h2In | N

step 214 credit derivative authority 102 retrieves information for credit

der i " . e torial ¢ | .
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rtai rnative. v .h re int in, For ex le, in on
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Once the information for a new credit derivative displayed in step 206, then bids can start

to be received by credit derivative authority 102. This process is described below in relation to
figure 3. Since the credit derivative market is a bilateral market, however, certain trader clients
may not wish to deal with certain other trader clients in all, or certain, situations. Thus, in certain
embodiments, credit derivative authority 102 is configured to receive information identifying
trader clients with whom the trader client defining the new position is willing to transact, i.e., the
trader client uses the standardized interface to provide identifying information to credit
derivative authority 102, in step 208, that identifies other trader clients with whom the trader
client is willing to transact. Depending on the embodiment, the information includes the names
of certain trader clients or defining characteristics of acceptable trader clients. Credit derivative
authority 102 stores the identifying information in database 104 in step 210. The information is

then used, as
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11 WD 20061039340 PCT/ US2005/034832 indicating tactors that define credit
derivatives of interest, the trader client indicates, in step 212, an
interest in certain historical information. Exanples of historica

i nformati Qg hikdssaged in step 212 include, the hi st orrarais2e(soame
information for a certain credit derivative, historical trades for the
trader - n 1.SL 0L {: . i r.edi  vati ve.
| - corpaiiblbelofs @bl imire WAL B ivalte iy 30D 6 1Rl bl
indicated in.ste 12. Historical information conformng to the input
crite%??%%?ﬂ?ﬁ%@?é?&?é@% “in step 214 and displayed in step 216. For
exanpl e, flqgur IS screen shot_ i) lustrating a di splay 600 of historical
transacti ohsggmﬁggeé‘o@grﬂfaéi"hcmﬁf‘b F%t“i’é"és‘gleﬁé BJ‘FH‘)?t B PFOVid 8pl ay 600
i ncludes col ums 602-622. Columm 602 conprises _the date of the associated
t r ans &RV reredib rigkninferuation rglated e tha evariensetrager chents., dios rexp@plee it perpe

i nvol ved, colum 606 conprises the type of debt, colum 608 conprises the
schedembadiments; usa of systeof 1G0rran be eestrictaddo layger iclients, ootlisnts BatGrepreprécned t he
identity of the buyer, colum 612 conprises the price, colum 614 conprises
t he nésreraditriske seller, colum 616 conprises the notional anmount of the
transaction, column 618 conpri ses the associated currency, .colum 620

conpri se t hecdrRieRhadnens, i tHatradut cligits! &P buskibe thefrONBWIoFahd RforsdaBibls Of the
transaction. O course, depending on the enbodi ment, sonme of the columms

||| USisBlage, 'hs! @K bfmpie, 3 Bof912 bREH HARA oty 22 RROved B Pushet s @ Tl ow
chart | stratihg an exanple process by ich a Tesponsivé position is

i ! p i -1 . O, T, . f
(g SR AARRRT Sl 6 SharbrhliEg Mo MALEMAR e OB URTE &, Rlftihe °° ©
th f t he. i ifi. i bi.d. But. th ! .is | ly th
same PR WETEE & G IR AP e omPHoT JEHTRE FoHGTBACT NS i Tobor tai n
enmbodi nents,. the tine.a bid of offer reHai ns valid should be specified when
the. bESFBRIC.R Qe GRDOGRERD 3 KUY BRiaIPpSHies; GoTiain, Tegions QFiRIeteHeRteP 2120t i onal

of the price should be specified. 12 WO 2006/ 039340 PCTNS2005/ 034832
Then, in step 214, credit derivative authority 102 retrieves from database 104 credit derivatives

only for the indicated regions. These credit derivatives are then displayed, in step 216, on the
trader client’s terminal 108. Alternatively, a trader client can customize thé trader client’s view
by specifying, in step 212, certain industries, certain reference entity names, certain credit
duration, certain debt levels, certain spreads, i.e., the difference between the ask and bid prices,
certain -restructuring levels, etc., that the trader client is interested in. In an alternative
embodiments, the credit derivatives can be sorted by geographic areas and/or sectors. Thus, a
trader client can, in such embodiments, specify the area and/or sector of interest in step 212. In
step 214 credit derivative authority 102 retrieves information for credit derivatives that meet the
criteria input by the trader client.

In a process similar to view customization, trader clients can also préferably indicate

certain alternative views that they are interested in. For example, in one embodiment, instead of
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The process begins in step 302, when a trader client inputs a bid, e.g.,
through their standardi zed interface, in response to a recent ask. In step
304, credit derivative authority 102 validates the bid, e.g., checks to
ensur e t hWo 2006039348 specifies a valid credit derivati VRCT/V$208¥08482d s not
valid, then credit derivative authority 102 causes an error nessage to be

di spl ayediing racrseihat Gfife credit térevativasdd interestothe trader elient madicatddBinastep 22| ows t he
trader client to input another bid (step 302). If the bidis valid, then
cr edi 4n ithesrésy &t der@irphibtbAcal inforkflos t BX@sples of hist@{Raldfbrmbtieh Mtiidated if @egrat i on.
In one enbodi nent, credit creative authority 102 then checks the bid against
i nf or et indRde, thOhBtdricsl sprh@ BASEakO forQ @RAIR crIdYetivativBehiftbAcdl SralidsroPest bi d.
In other words, credit derivative authority 102 checks bid information

SLOT Cfhe) HadlR! ARAR Card hidiliclP 2hHb s for! Mocltifl erddit NRAVABRCS iy Blethid O LNe

assocl ated credit derivative. rdist best , then I'n step 312,
credit rivative authority.102 updates all .the, t.rader Len wihth the new
o a1 SotbE! b EicBt \ihe kot o RERHTR fto el B Pl ech Hiuph 1

real -ti.ne. .Thus,.the trader cli.ents are recei\vin dated. [nformation as
(e insimistin foifaiis t edapsh Airee is Mg pereen e 1A 8nd Gisplapeh BFR nad | n

step 302 is an ask, then credit derivative authority 102 determ nes, in
step 20, whether the ask is |ower than the previous ask and updates the
trader clients, in step 312, when it is determned that the ask is the

| owest askForlexawplet gure éribedtmemshot illubleating aakyplay 00 @f histaticaktransadidgoast t o

all trader clients regardless of whether it is the best. This allows the

t r adefor alcertaih sredit dedeatilept As can Helseemydisplay 600Finglhudes ebhirsnsa6RHGR. dlodurtn
illustrating an exanple process for engaging in a transaction wthin system
100. girecahpeRs Shdege b theassdcfled! Bznsuttion, Soliha®el Bhiptibds the dhetdfiBe 2 desire
to transact in response to a received updated position (step 312). For

exanp. : i i t hzed Q..iihgli cate a
R R A AT

13 VB BT e b S St Rttty Bl il bERE e ST 1

der Vgotllln\ﬁgﬁl héo%nplnsses %rp%c%,hgohllngl]; %EE'%%}nBHseQ rtl(n)evhgn?éj of rt-hesge?l I, 2c(c))?'umn 616

comprises the notional amount of the transaction, column 618 comprises the associated currency,

column 620 comprise the reference obligation, and column 622 comprise the status of the
transaction. Of course, depending on the embodiment, some of the columns illustrated in figure
6 are not included in display 600.

Figure 3 is a flow chart illustrating an example process by which a responsive position is
received and handled in real-time by system 100. The example processes of figure 3 assume that
the original position defined was an ask and, therefore, the responsive position is a bid. But the
process is largely the same for the reverse situation as well. It should be noted that in certain
embodiments, the time a bid or offer remains valid should be specified when the bid or offer is

made. Additionally, in certain embodiments, a notional of the price should be specified.
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can cone into play if required. Thus, in step 404, credit derivative

authority 102 determ nes, based on information stored in database 104,

whet her the trader client indicating a desire to transact is acceptable to

the ot her B2 one enbodiment, if credit derivati RCTAURZPR5054852

determ nes that the trader client is not acceptable, then in step 406

credit deriNabioégs har;it € : P j t gption to

proceed. If the0 otsﬁe% palrt%epég%%’%@,%r%%éﬁhcﬁﬁg{ F’ ?’gtﬁs%éwg\fg"i ésﬂroﬁllgﬁ thélf

consunstaedaedized interfape, tiheespotsedn ahacwmit atkhelnodtdped04parddit desivavivel dudtgrity 1@DNt i nue,

or if_it,is . determned jn step 404 that the trader «client s able to

tran;é{%lf(i,a{ets Itiléeﬁblg’heeg't &?ﬁk?a@tqné eﬂ?%&f«gﬂé .SI?eFFfEStarvéggFretfiitidéﬁf"f‘tbvﬁnI thgibidit e a

Wi |1 RO sslid, thdn RaBEdkivhiivesiuBR A0 202 Esds Ml R infisade tdVbé hfsﬂl%%?ﬁ §t§P accept
Ing

the terns associated with the newdp05|t|on or by indicating a w ness to
negot B8 eonvihe fradereclisntie terpinat Y08 pid athews thditoaei olient o $tpap add@Reritsd step

. h . LS. i fi ' 408
by o1 St Hee g 0l ep R e ehiofify T, ot af el 80 b o °51 2

wi | | i idovemsioi.o negotiate, then the parties negotiate with each other in step
410. As will be described in nore detail below the parties can negotiate

ai ded by the standaydi zed .interface an r edi erjvative authority 102, In
an al t er nat® 0% %‘Hﬂ%@@ﬁ‘ﬁnf‘?dltﬁﬁ@"?ﬁ& ’f“é{glgﬁ tha; %‘ﬁ&‘s t%‘%@pé‘&‘il% OO hgness
to transact in step 402, they call, or are contacted by, a broker associ ated
Wi th GReel i dRbRSLT detmEif fho tibise hegbth aRcotbm sy ereditdegvative
transaction. In certain enbodinents, direct negotiation as just described

i s notauthopfyolRedeckSrbidinférmatiorastorad iri databest 104de defatmhine if thdbidiigthe higheston
associated with the transaction is stored, in step 412, by credit

deri vaid fer thotd3sodidted df3Qitidetivatival dlifalbe biiOnk the bestabidf thew in istep. 312f loredit
information is stored as it passes back and forth between the parties and

bet weefrii4ife Rathbotigs10@Nehdaes 8idliHe traderiRer@ WhABO 34 bRGATIARZAND IieARddte
derivative authority 102. Credit derivative authority 102 then updates the

i nfor 'Tﬁétiogalrg ir?ﬁgﬁx?ﬁis dsQnfidlfy ih r@ﬂ-@ihe?!’f‘lﬁ@,tt'lﬁe trg&?icggﬂrté“afe@@dgli\ﬁr}%%da{eﬁ step

414, based on the transaction infornmation.” I n anot enbo upon the

settl q%%au%fn e;[sh‘ﬁe LEARSAGIRE md RS rﬁJv%eroﬁ@epsepf if the position defined in step

302 is an ask, then credit derivative authority 102 determines, in step 310, whether the ask is
lower than the previous ask and updates the trader clients, in step 312, when it is determined that
the ask is the lowest ask.

In certain embodiments, the latest ask or bid is broadcast to all trader clients regardless of
whether it is the best. This allows the trader clients to see depth in the market.

Figure 4 is a flow chart illustrating an example process for engaging in a transaction
within system 100. The process begins in step 402 with a trader client indicating a desire to
transact in response to a received updated position (step 312). For example, the trader client uses
their standardized interface to indicate a desire to transact. In one embodiment, when credit

detivative authority 102 receives the indication, it determines the ability of the trader client to
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pronpted as to whether the trader desires to upsize the trade, that is

i ncrease the notional anmount of the trade. At this point both parties are
given a chance to request a trade of a larger notional__a un?? ef ore

knowi ng WWO 200689349 r adi ng partner is. Upon determi natiP&T"g?gmfs Q3P gest

noti onal ampunt agreed.upaon. by both parties, the trade is conpleted at this
not i ofiesag B the asseripted credit ervalivef Thisdt Wipre theainfarmaiion prexided & #tep 9% de a
notional amount that is greater than the standard or default anount.

Gener edn gome inggiplay ihrequinedsi Thust in YemAMe ceaditi derisafiviesthooityt 1Q%ieetprptines, t han t he
standard or default anount known, because this can result in a |lower price

f or t based oadnformadidon stateid\ie .dafBhass,10df whetlief thalttader clibat adivatihg iasdegtde wa | | i on
shares and a trader desires to trade 30 mllion shares, the trader wll

of t enyrghsaRliyacReptebipto the otiBkgarfyhr ee trades. Wth the vol une upsizing process
descri bed above, and in nore detail below, a trader desiring to trade a

l'arge  noty,00Rl endiBRHNt OF cRdit U ativel ShthyaY I dRfls thhede t}gﬁéﬁcliéﬁtt isQR@l amount
wi t hout maeking the market aware of his i1ntention, thereby naintaining the
val ue i j efdsVAtdiV Geriviti S £ ' ing an
excarmp P eREyE e h S0 il Gor gt i 103 pREEAE Gl b FAA T4

i ndi cat.es .that t riainal ade i.s_c leted i.n_the notiqnal,.a nt shown
ar § PG aReckd, St feotish P dfes, At B R ftundt alipin 485 1p L

predeterm ned interval of ti to. res d to the ppsize pr t, ichin
Phis elechand. e Suet bt salivhiieisinis sbi sgsetmmied Prsucrctd Bl vl of ect. to
increase the trade to a higher notional anmunt by activating buttons 810,
812, elient ppblede Hanwrh e thetiasagtionpigeeedhe | ncrease desired, or the trader
can indicate no desired to increase by activating button 808. If both
parties agfle traddreclientdan indiaafesa »6Hinguness Hattransict omatep 402p bptindicatingnat her
enbodi nent, the pronpting to upsize can repeat until one of the two trading
15 V\Ow2lGfgHets310 3w CepP (hE| teiBRC8vtafd 8dth the asw pesitioncor|byrigdicating aheidlidgaedspsi zze

at “which point the | argest anount agreed upon by both parties can be;

t r adegdegotifte AriH the btherpat). Methk indidatib th $t8p040RAE b SteRaide, (hBS teSthyaitpt to the
sane noti onal amount, the smaller of the two anmbunts can be taken as the

agr eegl Mg&@ eﬁhleaageem&me i st8 Y 2P ALVIRW autforRty 162, #OBe %iéét%ﬁ;afbtyhte he

systemand invited participants ae can place orders to buy or se

credi Eteﬁj QM Ysacgf é’ &/ilﬁﬁgnte&etofdeéc?tgate? lEﬁe(l:tethé Barﬁem@&?ite él'ltH] elagl{ otrhgr fhhs?ep 410.

As will be described in more detail below, the parties can negotiate aided by the standardized

interface and credit derivative authority 102. In an alternative embodiment, once the trader client
indicates a willingness to transact in step 402, they call, or are contacted by, a broker associated
with credit derivative authority 102 to negotiate and settle the transaction. In certain
embodiments, direct negotiation as just described is not supported.

Once the transaction settles, all of the information associated with the transaction is
stored, in step 412, by credit derivative authority 102 into database 104 in real-time, i.c., the
information is stored as it passes back and forth between the parties and between the parties and

credit
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vol une mat chi ng descri bed above. There are many net hods by which the system
can fix a price. For exanple, the systemcan solicit and accept a nunber of
bids and offers fromits participants. These bids and offers in addition to
t he aski ngvopdeds/ese34doi ng price can al so i nclude a vol unePCOU0S/@3#83ded. | n one
embodi ment, the bids and offers can be made binding to prevent participants
from gAvaivengthbalysk2biciedit mrﬁhﬁﬁauﬂmﬁit)ﬂi()m&ce%datb@ tieinhketatidridiégigedor e, to
prevent participants from unduly influencing the market, a parti ci pant

whose igl tidbCieh, 4Bin inrétindeSintshd 42k thald dh&hé BarthetloB3formdtioat of the fixed
price can be prohibited fromselling during the vol ume matchi ng. Likew se, a

par ti ¢i pant, Wygse: QbkinRht CloohSHISerchlaf of Shd MnOLAST BE el Saflhe0S!

that of the fixed price cai be pr rom buyl ng ring e vol une

mat chi ng. Base n these hids and off.er h tem can sel.ect a fixed

o' co. oot 5o Rl TR Sealof Fos Bl Sppid e e, S sGForrs e TR el “Can e
solicited for bids, and offers. In the depicted exanpl g, en the system

sol | ciatdanfresle: dHdbisPPE Lot P FEREY T o 10 FEeR A Fade ot arlpgeeRptaRdler whi ch
bids and offers are no | onger accepted. The amount of tinme remaining to

ent er a0y}, beforelenonying Whe thejrdrading partnes is Jypamictepminatiomef the targssnotighunt  of
the bid/offer is shown. In this exanple, the volune is fixed for all

part i cinpaint agresdripon hy bothgatiiseli thetnads is eamipdetedhas ihis netionabanaemt.er ed by t he
participant. In colum, 1206, the bid prices are entered by the participant
for each critil dan e benedicial whemaltrader desiranto thde 8 notidial ahbunt that isgesitedlan ent er ed
by the participant. The system can al so saf eguard agai nst choi ce pri ces,

that ithe gtaitiafl orlfefA00 1208, 3HA Ay REalitlyaHbitBbGBake 28 GMBAtIoNQ0 BRdehéR . and

inverted prices that is a bid greater than an offer. Once the tinme limt has

expi r efan @k |staJF{@z{nil gr SARNTE SRR Rndivh, bEGuRAKL a4 RAME gnBé"[o@veP plidecrot @ chyitt he

systemand a fixed price is determned. Figure 1 I's a screen shot of an

exanpl g:004/a0V s qflstdlefaidﬂmhe B8] L@ﬁﬂhg& LS m}qﬁatﬂzﬂepa?s;rg@q@ggbn the

amount o?tlrrere’rralnln to change the order 1S shown In Col um

1210 shows the fixed price for each aof the credit derivatdv £, the
parti ¢ patit SI?sareBi hle '_ﬁ?’dlgﬁév lﬁSOf%Irles]ﬂéV Thanh %’r mg%ugfeet ﬁa‘%eﬁ'e ‘?’FEZEE SPIHE 't he
parti Clllpglazﬂfg I;rgcetsse ggslcrriggd gb%vte),u daigl ntlor}ee d];tlaﬁ %‘310@, Iactrea'de:r desiring to trade a large

notional amount of a credit derivative can trade that notional amount without making the market
aware of his intention, thereby maintaining the value of his credit derivative.

Figure 8 is a screen shot illustrating an example method of displaying a request to upsize
a trade. Field 802 indicates that the original trade is completed in the notional amount shown at
field 806. In this particular embodiment, the trader is given a predetermined interval of time to
respond to the upsize prompt, which in this case is 20 seconds as shown at field 804. The trader
can then elect to increase the trade to a higher notional amount by activating buttons 810, 812, or
814 depending on the size of the increase desired, or the trader can indicate no desired to
increase by activating button 808. If both parties agree, the trade is upsized to that notional

amount. In another embodiment, the prompting to upsize can repeat until one of the two trading
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In this case, the participant can specify an additional anount to buy at the
fixed price by entering it into the appropriate field of colum 1212. If
the participant's offer price is lower than the fixed price, the

parti ci pamo 2086/03e330i red to sell at the fixed price. | nPERHUS08S¢8321t he
participant can specify an additional amount to sell at the fixed price, by
ent er ipadies no lomger wiskesdp Bpuigs at Athéchf podit thedargest emanmt agRsed upoi by hethipastiesl pri ce
is between the participant's offer price and bid price, the participant can
el ect chwbeiridedr Iisslothep embodimant, Hiivstivo paffties bathl upsizichit viaf th ige Atnetndtiodal xed
price, but not both. Once the tinme limt has expired, all additional orders
are praﬁﬁ)ﬁﬁ@@x@sﬁ_&(llérfwtlﬁa)tﬁb@mouﬂ'tbeanﬁmﬁlt&@s&fe_a%ieh&h&%nﬁl’lﬁn&ﬁﬂerS is simlar to
that described in the volune matching descri bed above, except that a

priority i$, asthedafholighehl ASSHicRnA bE igggcgaf tﬁeﬁb‘}a@mbjnﬁ%na@ ‘?’Jéts ; tsst ag?t he

fixed price. Figure 12C1s a screen I ITuStrating t t he
vol u | i I : ow t of.1 on pount
ot uarF PEe a3 3 Bt € A Rerall A\ hdfiianla el riARlo BE
this ex | e, .the parti.cipant,s bid exceeded.the.fixed price so was

bl § o PR B SRR PR e el Beihod by i G sl £ By Piee

addi tional 50MM units and _ successfully bou?h,t 75MM units., The partici pant
was nder smnle thesyetemsap selicrisand)acegpt 4 pumbsy of bids anbekiers Fopyitspaidiparis s of
H Vol . However, this order was not matched. The participant's offer was

| ower Thpserbidsandfaffessdinmdiigion tothe @pldag mdeselling prieceansdsot ingligem volwams tobt i gat ed
to sell 10MM 17 WO 2006/ 039340 PCT/ US2005/034832 wunits of- Crossover. The
pat hcitradéda’ Ih'oaé ghbodimeuictht diflstand efftrs cartmtrhaie bitding tapreventgfartimatsdioen ,
however, only a partial order of 20MM units of Crossover was avail able

| eadi rgteting falfedbidd insarder tofinflBmbdthenhdriket. Fughermoie3 td preqerit| pamicipadtstfraepi ct i ng
a nethod of determning the fixed price based on the bids and offers by the

part i GhoadifluedSingthe Pnakid® % paktitSpaay WhQBbiYPrics istrfetDihaSis ARhi@bfi&y i§ af e t he
participants. At step 1304, the systemwaits a predeterm ned period of tine.

AL st g LERE ﬁ)ﬁﬁ%ricé ¥af %%‘%Hﬂtbﬁgd:g? aslsflin%ﬁgxig% gg%luﬁ{é%%ﬁjﬁ%s LileRie! fre

participants. At "step 1 s ar . Into a sequence with the
P S e 58 L B OSBRI
nu nbe%rcﬁa&bi%egeﬁ'orr]rix gl?yen?gt dl?r%ndgsthe volume matching. Based on these bids and offers the system

can select a fixed price.

Figure 12A is a screen shot of an example of how a participant can be solicited for bids
and offers. In the depicted example, when the system solicits bids and offers, a predetermined
time limit is imposed after which bids and offers are no longer accepted. The amount of time
remaining to enter a bit is shown in field 1202. In column 1204, the notional amount of the
bid/offer is shown. In this example, the volume is fixed for all participants, in other
embodiments, this amount can be entered by the participant. In column, 1206, the bid prices are
entered by the participant for each credit derivative and in column 1208, the offer prices are

entered by the participant. The system can also safeguard against choice prices, that is a bid
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and all offers except for a predeterm ned nunber of the |owest offers are

di scarded. For exanple, the highest half of the bids and the | owest half of
the offers are kept. At step 1312, the average is conputed by averagi ng all
t he bid pmicmes/aasioof fer prices. In other enbodi nents P@NE8M®0Y/G348320/ une can
be specified along with the bid and offer prices, the average can be
conputeguial by am offerypninseredayeesiiet & cld grdaied than ian @ ffan dOndel thé time liast has
accounted for once or by a weighted average where each bid price and offer
price ekpir@l all agledisubmiRise Py ¢t gahiphatsii@colRpted by tRGyR¥midne aFiked phédignt . This
average is called the md fixing At step 1314, a sequence of markets is

cr eat ggicByinR@l ri ng the sequence of bids with their counterparts in the
sequence of offers, so that the highest bid and the | owest offer conprise

the first @?}%ﬁ . r i nd an
offer. At S giﬁg s B\ e?gg(?cnnﬁgtlo%mﬁe OPH ?@cﬁ%@ﬁggﬂfrﬁpbﬂl ﬁest bi d
exceeds the I west of the p at .the.ayer in step
1315, H4CE ORGE jeap Wﬂﬂﬁ fﬁ%‘br B Ghatfe b cmﬁm%ﬁ?lg?g%ere the
bidis at |east the offe et erm ned. ThIS market is referred to as the
| ast tGolyBRBEl) shawsdhe ﬁﬁ? Oi:??i’ e geedid (STl n I the parisipaat’s bidwhet her
the average is below the offer of the last tradeable market, 18 WD

2006/ PB9SBErextey| sy Gaad t1ths Sxedprisedhe prsticipant isfrequined talbuy at thecfixe Ipicerar ket or
between the bid and the offer. If the average is between the offer and the
bi d, tihéns ¢dse, the paticipant tanspcifit ant #ddlittonelr angpmnt to bay @pthe 3ik8d piide Uylenteamgr age i s
above the bid, then the price is fixed at the bid of the |ast tradeable

mar ketit fito seegppicpzidte fidld bheolwnudage If thehpattivipahiie offérf price it hewerttha thei ce i s
fixed at the offer of the |last tradeable narket at step 1326. Steps 1324

and 13%@d ki6e, Y parti€ipdnd S iiequitddab sall REtht iigedpiide. I8 thiO tasebiht patiefpahitafur chase
at a prlce above his bid or to sell at a price below his offer.

A_dd't'sg&f'i‘ %m@i&@%&&@@%@%@h&dﬁ ?bf@rﬁe B it iR e ﬁ%ﬁ 4t0Blag the
fixed price. The basic bid fixing ca atlonlstotak e average of all

Caice (RAER, SEEC B e a Rl i biroek Vi pRRSER Y O, bt B S B T 1 ° 1O
i xi g R 44 foneéﬂwr sl 3 by %PE%? a%r@ﬁ&ﬁwékh oA o

fixing cal culation i | ow th
%o Once EIC tljgne l?mll’g?las explreg gﬂ additional orders are processed by the system. The

method of filling the orders is similar to that described in the volume matching described above,
except that a priority is assigned to those participants whose bids are closes to the fixed price.
Figure 12C is a screen shot illustrating the results of the volume matching session.
Columns 1216 and 1218 show the notional amount actually traded as a result of the trading
activity described above. In this example, the participant’s bid exceeded the fixed price so was
obligated to buy 25MM units of Europe, but also requested to buy an additional SOMM units and
successfully bought 75MM units. The participant was not obligated to buy or sell HiVol, but
request to by 75MM units of HiVol. However, this order was not matched. The participant’s

offer was lower than the fixed price for Crossover, so the participant was obligated to sell 10MM
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fixing, the offer fixing is set to the md fixing. Oher nethods can be used
to calculate the bid fixing: The trades capped nethod takes all bids

remai ning after step 1310 and sets all bids greater than the md fixing

cal cul at e®0 W0g039p#01312 to the mid fixing. After this BCIT/UB0%034338 averaged
to generate the bid fixing. Simlarly, all offers remaining after step 1310
are t akighofiftbsseier. dhemaficinantadlin saquestest toi sgll fanathery4 @AM uhisst @fiCiosseyerp 1312
are set to the md fixing. After this, all offers are averaged to generate
t he ohbeevet; on‘l)ngpafﬁbborﬂer@dQQNMumitsdﬁ@rmbmwaaMIa@eﬁeadinlg ttoh tital salervdli Ni ng
after step 1310 that are less than the md fixing to generate the bid

fi xi ngoMM unigs. bi ds are below the md fixing, the highest bid is taken as
the bid fixing. Likewise, all offers remaining after step 1310 that are

greater thaputdes [0 dadv %ﬁﬂﬁde%‘ic%né‘é%?éﬂﬁdoftdete&ﬁlﬂﬁf %@ﬁx&wﬂ&fﬁa@éd o th¥i Ng. |f

n?foffe_rs_are greater than t ixing, th west is ta enfas Ejhe
Eri ce ol E%gfbeaé RACa R SS?At 18T Bﬂ%g?%ﬁ%@hﬁ&%%ﬁsé@%%%fﬁﬁm -
fﬁt“ﬁﬁ%@aipeﬁtacrﬁ e g o et AT R P Eiﬁaeu ‘gtt%?‘i? B BRe i xec

price in this or future. sessi Figure 14 are two tab i]lustrating the
met hodysies epHestplhtalidehids wdtoaﬂ?ir Sftom ¢e pmm@orﬁtrsreauvgé ¥ e@safrdsqsfpfler s of
ei ght participants are showmn. In table 1404, the bids and offers are sorted
with HntgHessauesion svitnthe| toghest: bidy fiest and fhesoffers arecsoriod inte @eseqnanie Fithpthe 310,

only the top four pairs are kept so, only rows 1410, 1412, 1414, and 1416
are képtest offérb dirsti dxtfstepilﬁg(),caﬂlbdxlsleabépmﬁorap?é&c&lrﬂnin,ednumbeﬂﬂ‘]tﬁb hignae,ﬂbidand 1414
show bids that are greater than or equal to the offers. Row 1414 having the

| owestandiall @fifiels ixadpe Stor af fredetediied funiber OF AhtploWRK Offers Qe Udstdrdedie Hoast
tradeabl e market. Figure 15A is a summary print out of an actual fixed price

tradi RgarfE ShORighddt Balk 8P bRE and h{é 1&@&& taﬁqlf'?ﬁ’tﬁe b1&s Betkept!l A K1 AAD! @ fixing

for three credit derivatives involved he right are three tables

show e: bl ivatives
sortegg%r?/gE ]FT' éo é)%édbﬁfagér%% Ifé(;\%l/egeflg fp?{diJSC tf%!s&r;3 mgﬁﬁeﬁ&%g @gﬂtél ng the
bi d

. e B BB e oL O P 8
computed by a simple average where each bid price and offer price is accounted for once or by a
weighted average where each bid pricé and offer price is averaged in based on the volume
specified by the participant. This average is called the mid fixing At step 1314, a sequence of
markets is created by pairing the sequence of bids with their counterparts in the sequence of
offers, so that the highest bid and the lowest offer comprise the first market in the sequence,
where a market comprises a bid and an offer. At step 1316, a determination is made as to
whether the highest bid exceeds the lowest offer. If not, the price is fixed at the average in step
1318. If so, the market with the lowest bid and the highest offer where the bid is at least the
offer is determined. This market is referred to as the last tradeable market. At step 1322, a

determination is made as to whether the average is below the offer of the last tradeable market,
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Europe credit index, showi ng the sane bids and offers as the right side of
Figure 15A but also wth statistical quantities such as the nean, standard
devi ations, and kurtosis, and a graph of the markets, graphed in the order
di spl ayedwondéessssabl e. Figure 15C is a print out of dJeCHUSWASAdRAIts of
the H Vol credit derivative, showing simlar categories of results as in

Fi gur @bdy@Bhe bidolf the 145 Mraileable maiket oobetwedn thettid ed) theeaffart Slf dhe 2eEAERIDSSOVer
credit derivative, showing simlar categories of results as in Figure 15B.
AS MeRLiRBE thefIRY Snd Y BIds tch AR wivens fiseint thestveradainditepetB 18n lEthe axsagedhf i gur ed
to make transacting in system 100 quick and efficient. Thus, the

standa f 18RHR o of € last tragiblechirked & step 1304 eiffthee wi t h
credi t[’%veertlgggl({|1$/kgehatﬂ€§%€é tsqw%OZ and view information on a plurality 20 V\D

2006/ 039340, PCTI US20 48 2 of I d"i
a conpXEReGiSPelRsY %81" efg e ep%:(el ﬁgh%&?‘ﬁé’?%ﬁ%%EQQ gerégera:o& rﬂérg%;\lt/gﬁéﬁe g.,

inrelation to figure 0 described r rface
al | owsl38é.cAteps lmeaqdrléaé:areclrs\é@m g‘S‘l‘rS ﬂ@iét Bﬁ{cipéhEﬁ 38 obl?gge% t?lp é gse %lgew of
the information displayed for the plurality of credit derivatives. This was
expl aipnieelabcweq;lis,bidnrtoeileétat @pnqu)eﬂqvggqs@ ffsr.  Thus, the display of information
can be custoni zed usij t he st andardi zed mterfaced_ based any of the

f ol | owi ng: Addigicaily bﬁ‘o%@lig gnd offer Sxingear be vyediin determpiningshe fixad nricgudhei on, a
debt level, a spread, a restructuring level, an ask price, and a credit
rat i ndpasié biddimgmﬂqulaﬁmhdsitmm the winraget dfalldidsswiudli fanrdie afterastepi M3il0y The a
particular credit derivative as determned either by the systemor by the
part i Gagfiebifer, fiting calysihien Bao tikechd h¥epdge of @llwifers Which Rerfigin Qftecstelii310.
derivatives based on the nost recently traded price. In overview, once the

cr edi tThd8hdit/ Akind chfbe REGAed SoAHRIT the Bl 88 PACHIAONRABIAs MeSnidTiidg@let O trade
their credit derivatives during a set tine interval. Those who desire to

parti %ﬁcpﬁjziﬁﬁilé‘gétctéttﬁe Lhe Pl nRlviRMRURL oh@?ﬁxmgec% cﬁﬁuBR iPPMoR e il Once

the tinme | ires, the system determ nes ticrpants can trade

and iy gl R}%yo%fefvg%tgqém?l (AR ML O Beghl Sl &’sx? LRl

trade am re speC| e IS CO e price can be
3{ fsg{ g'lgun 8Ei J&I@ﬁ,kg $;G B%edar ts tbg&técﬁﬁgﬂ&id Stl ’ tghgﬁé[rrs ep 131’6 and se?s aLHTEI \at chi ng®

greater than the mid fixing calculated in step 1312 to the mid fixing. After this all bids are

averaged to generate the bid fixing. Similarly, all offers remaining after step 1310 are taken and
all offers less than the mid fixing calculated in step 1312 are set to the mid fixing. After this, all
offers are averaged to generate the offer fixing. The trades excluded method averages all bids
remaining after step 1310 that are less than the mid fixing to generate the bid fixing. If no bids
are below the mid fixing, the highest bid is taken as the bid fixing. Likewise, all offers
remaining after step 1310 that are greater than the mid fixing are averaged to generated the offer
fixing. If no offers are greater than the mid fixing, the lowest offer is taken as the offer fixing.

In the examples shown, the mid fixing is used as the fixed price for the volume matching,
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exanpl e of a Volune Matching display showing credit derivatives that the
participant can trade. Columm 902 represents the credit derivative to be
traded and the price. Colum 904 shows the tinme remaining to trade that
credit derwoaecosssx that price. For exanple, in the fiPCIIUSR@3/034832e cCredit
derivative Conmerzbank (CMZB) is available for trading at a price of 19

basi s hoeweves the tip Sxifgtandidfifér figidy caiBbseed ags refétandeiia ifplard naids awvell &d based
on criteria which is indicative of their desire to trade that credit

der i vatrc¥orafddGiito e dallculAIOR F theffixad pridd ih thid difufuferdssigidl r ent session or

pl acement of a bid in a recent trade session involving the trade derivative.

21 VIO 2006339340, BETIS2005ANBARIR tEimicR dbBeria sy e SR 1817, afk examp e

of a met hod which an interested participant can participated I n volune

{7 adod SR L H RO R R PRl ofSRAUE RIS BE R 5 sl ' "
amount |

t.o .Li.el.d 1006 that he.desires to buy t credit derivatiyve or
al ternit e\clleleé1 tflﬁ%esbléla? i“%:c% lﬁ‘gﬁft O%FF %@ﬁ ggfccgﬂﬁp%%mktﬁf)ﬁ%?g% ogﬁ'ttbF ?Qé’ r?c/?E’th i onal
anount into field 1010 th h esires ell. The order_is then placed by
cl i cki RY™ssHe I‘?PEIS& %g}i?WSAf‘{IQr ?‘fﬂe?@é‘t aliqt }?@%lafﬁ kept 1t thequidfiing ealculatior. or der s
can be filled according to the priority of the participant. The partici pant
Can beFinelly. gmes 1410y b i2ng LA shew s thEAIngroBFGBRR of prsahicgiie sfforspRost |  y
goes to current participants in the trade, the next highest priority goes to
part i cilpkinhavingithieclowastebid randhlghest efferoamang] thisr gronp onaking gevedd$4 dbe ldse ti me
of the trade, and finally, the remaining participants are prioritized on a

first oadeableimasketserve basis. The orders are then matched to optim ze as
much as possible orders of the sane size of the counterparties. By doing

so, the nunpigiireals Al is ademiriak gt cBeoRmACRE] fised Priok Fadiff sessIdEE ThE Gabld®i Chi ng
is conpleted a trade ticket 1s generated and each transacti on can be

conpl eHFc‘ief?%HEWs%e bia,%ﬁ%dmpﬁimgfoﬁ%w&%@&mweg 'inv%g]v%idn@n% figflere Figure

11 is a table show ng an exanpl e of how the trade matching works” In table

1102 ooy 50 R R T MR ARR SR ° S0
et Chegigmestt gldS aenldI 16wes O?Eegafnsﬁﬁst Qx%.;xlrbler}gtci clﬂgtlingatgg l[";?&, Smid, and offer fixings the
first half of the offers and bids are retained. Figure 15B is a print out of detailed results of the
Europe credit index, showing the same bids and offers as the right side of Figure 15A,but also
with statistical quantities such as the mean, standard deviations, and kurtosis, and a graph of the
markets, graphed in the order displayed in the table. Figure 15C is a print out of detailed results
of the HiVol credit derivative, showing similar catégories of results as in Figure 15B. Figure
15D is a print out of detailed results of the Crossover credit derivative, showing similar
categories of results as in Figure 15B.
As mentioned above, system 100 comprises a standardized interface configured to make
tfansacting in system 100 quick and efficient. Thus, the standardized interface allows each of the

trader clients to interface with credit derivative authority 102 and view information on a plurality
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mat ch. Furthernore, buyer 2 is matched with seller | because their notional
anopunts match. Since the remaining orders no | onger match, the orders can
be split. Buyer 3 having priority over buyer 4 is nmatched with seller 2.

Si nce sel xgy2086/039890der is |arger than buyer 3's order, ptives200s03a83ai ng
notional anmount of seller 2 is available to buyer 4. 22 W 2006/ 039340

PCT/ Us2QemitaABaRed That ishifspidfelifitia catpact Aidubemifornest. ERahple fomthtd Wera! | ow
each of trader clients to define <credit derivative positions online and to

updat ejekdped @b&x{ékb.‘F., anEblRoh It ifighiel I/ - A Qs SXQARCAbed, the PRRLATROGERRAL, 2
trader client sinply inputs the information that defines the credit

deri vajyi thei kel e i . ates the
oS { oW AR EE P HhaBOBIOR ofitlinie the RSy Vi of e BB 0
term"glhGKY el.Si.d 1 ndi : si npl y._..nee L 0. Use an
oot SR et PLERAPSE Gl AARERE, TR e dRIME, o R g AR Tl
Moreover, the. trader. can use this, si.nple. process, t pdat e posi tion

anyt i ,us’athﬁgﬁpllayf} aﬁ?’hé’?‘n bg %E’Fmg&i ‘@Wﬁgﬁe &ﬂdlamg@ﬁdﬁﬁg?‘? b2t i cal | y
inreal-tine, The standardi zed interface, in certain enbodinents, is also
conf i Qirteel fellowang: Jagipmaingysiiep referangs, eutity namg, a gregit; dpgatione A (flebt lemele i ve al |
or some of the trader clients defined positions with a single click. Trader
cl i entspregdyra rgsinetutiag davel; an askqyive, and agrdditadtinghei r i nacti ve positions using a
single click, whenever they decide to do so. The other trader clients are

t hen aut omdn agathdryembslitaénddwhdratherdt insuffitientcetindtyi ivat pacticum dredétaietivativei on of
positions, in real-time. In certain enbodinents, credit derivative authority
102 i sasCdefdringied eskhéroby aled bysteai @r byahenpaiticiphunte,nthed siyfternr clefacititatee wblamei a t heir
termnals 108. This comruni cati on can be between trader clients, i.e.

bet V\Berﬂat&}ﬁﬁ%g leit O8vativdbAAEd BRINECRDst ERARY trEdddSHce. aRGvERRWY, ongletvat i ve
A

authority 1 e., between termnals 108 and credit derivative authority
102. E?ééﬁthdeh%ﬁve BEH 8 dnlifdd AfantsTied HOR B0k Bl QRiCadRaHAY! NI
tool, such as emall or 1nstant ssadi ng. The trade clients 1 nput and send

eSS 96k X AP bRah AL, FESH I IR el TS TRl S5, 30,
bhen GEOUTSs oo TP BRESAIHIR 3RELLL e Leolalles SRRl St 38T 1
trade and which buyers actually trade with which sellers, by matching similar trade amounts.
More specifically, when‘ a trade is completed the price can be offered to invited
participants by listing the trade in a “Volume Matching” display. Figure 9 is a screen shot of an
example of a Volume Matching display showing credit derivatives that the participant can trade.
Column 902 represents the credit derivative to be traded and the price. Column 904 shows the
time remaining to trade that credit derivative at that price. For example, in the first row, the
credit derivative Commerzbank (CMZB) is available for trading at a price of 19 basis points
(bps) for the next 18 seconds. Participants are invited based on criteria which is indicative of

their desire to trade that credit derivative, such as placement of a bid in the trade current session

or placement of a bid in a recent trade session involving the trade derivative.
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settlenment of transactions between trader clients. Thus, in sone instances
the nmessages are 23 WD 2006/ 039340 PCT/ US2005/ 034832 between termnals 108
and inclu a negotiation information. In other instances, the nessages are
bet ween c{@tobs/dd6sbvati ve authority 102 and a terni nal pdO8s2mesh3issz| ude
settlement information. Figure y is a logical block diagramillustrating an
exanpl e enfpogirdre0 (s DiciéentabIBIHiTexadpBlof Mmidibd! By hich an fitbresté@ pitticiparitnc! uded
in the conputer systemthat conprises credit derivative authority 102. As

will e, prdemnate@ et voRRREndt .oﬁiemrm&ﬂm&&h&%ﬁ%@k@m@ﬁﬁ&hﬁsheart of
any conputer system whether the processing system i ncludes one or several

proce rs. el ud in.: i . ut er . m 700 of
P ur o2ty ka8 ak Bl pinloBAR o SHE Bt 04 £l MBnoR BB il BT (0
exanpl Lgyre 7. computer. system 700 copprises a..processor, 710

cont | JuPEtnat bPdTed 1 SOTIBE b AR ALy M etisenb 6 om0,
storage__ 706, a network interf 08, a display output 712, a user

inter HQQ% a@lmtermtgng@gqygzntom Z@?Qr% he desisy é’r%‘egc ¢ pedey igrthen Rlace8nponent s
conpri sing conputer system 700. Processor 710, in one enbodi ment, conprises
a pl ubalcliekingpn felddd4Zi ng circuits, such as nmath coprocessor, network
processors, digital signal processors, audi o processors, etc. These various
ci rcui ts cadfier depettithataval hheexpirbd dhewrers chnebe filtddiadentding tathsipnigtity afevi ce or
mul ti ple devices. Processor 710 al so conprise an execution area into which
i nst r yigd paticip&itorE@ participmhtdnybe/ bigaeda bierity dn drdfotis@tigt @debythp highesgsor 710
in order to control the operation of conputer system 700. Thus, for
exanplygioriBy g&% &6 Wulrd@ paRidiparfstinQhS trade) tRtndxh highBR 'priohiBA goes b PaRicifants 7 10
causes credit derivative authority 102 to execute the steps descri bed above.

Memor 36vh§<914ar9 H'RE ibﬁgé of iRk BridFRYGhches he GHE 8L Badd AhEfihdlE, iHASLAAMEREONS | ust
to. Ino ment , 4

referre e enbod menory 704 al so conpri se “Secondary nenory

used tpgf&cggr%@é?ﬁr%%f‘ﬁ?%f?ﬁﬁgﬁ%ﬁ%%%%b%&tO store information input into

conput'er acts ‘as scratch nenory al so. Menory

704 can conpprises, dependi n the. enbodi nent | ural i of mengry
Circuts, W CRGAC IR ehidh oRumiztaF fuel pord ot ot We g e Ty of
devi . 24

evl C?l?e counterparties. By doing so, the number of trade tickets generated is minimized. Once the

matching is completed a trade ticket is generated and each transaction can be completed similar
to the manner described above for a single trade.

Figure 11 is a table showing an example of how the trade matching works. In table 1102,
there are four buyers and three sellers with their respective orders listed in the order of their
priority. In matching table 1104, buyer 1 is matched with seller 3 because their notional amounts
match. Furthermore, buyer 2 is matched with seller 1 because their notional amounts match.
Since the remaining orders no longer match, the orders can be split. Buyer 3 having priority over
buyer 4 is matched with seller 2. Since seller 2’s order is larger than buyer 3’s order, the

remaining notional amount of seller 2 is available to buyer 4.

22



WO 2006/ 039340 PCTI US2005/ 034832 Storage 706 includes, in certain

enbodi nents, a plurality of drives configured to receive various electronic
nmedi a. For exanple, in one enbodi nents, storage 706 includes a floppy drive
confi gur edw® wos/e9d4ove a fl oppy di sk, a conpact di sk dr PCEUSHS/NY8A2ed t o
receive a,conpac S ar..a dlgltal video disk drive configured to
receive a’ rrgtaadm szdélmt@i@gg' “therreonfigured tonallogi eashof trederrdligats 70 @efies o

i ncludes di sk drives, which can include renpvabl e disk drives. The drives

i ncl udeetlii derivativeapesitit®s oatine arskeiv update dimi qeicldly end reffivientlye dioa exérapleias st or ed
thereon instructions to be |oaded into nmenory 704 and used by processor 710
t 0 COrdne@mbblignenp ey teddep Blicht sinfphynimphie thesiyfdr@atiorOBat NEinvOthe cretitedetiagde708 i s
configured to allow conputer system 700 to interface with, and conmunicate

over, eﬁattmf 0519&1 eld\UBid 34SdsR Pride, %HVtﬁanuﬂdﬁfe@'rtﬁ@ﬁ@satlo?l% %?edﬂ%‘ﬁ%ti‘ve
|nterface cre t derivative authority 102 is able to comunicate with

term n wml!? O« » 1 &E{) I Fam rity 102
i ncl ud g?;e)ﬁ)z Aée cngéli ﬂgt #l{:{égén% dﬂ é&ﬁla?m ace&g12 can
be confl red to. MICO ot er erface

Thus. HertBiee m@nL TRHEE s BeESRek SBAL AT ot DI, .
user Vi dis i.nt rface 712. User , nterface conf | e to all ow a
iser 1er aanby s SR ROY CPIas SpentiR g ey Al e AR difa!

enbodi nent, user interface 714 can include a nouse |nterface a keyboard

i nt er feidlde undated aptempticelly inieal-time.c. 1t shoul d be clear that the general
description of a conputer system provided above is by way of example only
and shoul d Thetstapdardized interface,in certampérabasiments, onalest canfiguiied talaltaw the itrader
authority 102 to any particular conputer architecture or inplenmentation.

Rat herclianty t@rat hnytiae, resder duactivepdlb oesvngt dfcthe aadealeliento defingd| positions with tahe
processes and functionality descri bed above can be used to inplenent the
syst engngddlidket TRder elpatr dabatboneidivite séle \0P al TGH&S Badlvehokitidag A6ias @34832
While cert. ain einbd U nfdhttdT the inventions have been described above,

It Wil dindd€click, whenever they decide to do so. The other trader clients are then automatically

updated, based on the deactivation and reactivation of positions, in real-time.

In certain embodiments, credit derivative authority 102 is configured to facilitate
communication with trader clients via their terminals 108. This communication can be between
trader clients, i.e., between terminals 108, and/or between trader clients and credit derivative
authority 102, i.e., between terminals 1.08 and credit derivative authority 102. Thus, the
standardized interface includes an electronic messaging tool, such as email or instant messaging.
The trade clients input and send messages using the electronic messaging tool. The messages are
received by credit derivative authority 102 and forwarded to the correct terminal 108, when
required. The messaging capability is used for example, to facilitate negotiations and/or

settlement of transactions between trader clients. Thus, in some instances the messages are

23



understood that the enbodi ments descri bed are by way of exanple only.
Accordingly, the inventions should not be Iimted based on the described
enbodi ments. Rather, the scope of the inventions described herein should
only be | iwotmeoionsol i ght of the clains that foll ow wheRCTAIS205/034832
conjunction with the above description and acconpanying draw ngs. 26 What is
derivatives, conprising: a database configured to store credit derivative

i nf or Npdtivesh drédtit degivitiierauthofitr WRGEd € Rirhina B8 and@@iEhidy s6iflBhbf s BEnitRnSt Or e
execution instructions; and a processor coupled with the database and the

menory, t hSEiBh@C}eﬁ%QBgﬁﬂnﬂlbﬂU&iﬁﬁaﬁQHuﬁ%ﬁﬂg'ﬁﬁeﬁd%?plé BbbdifichC8Sa c&rﬂﬁ'-ﬁer
instructions configured to cause the processor to receive fromeach of a

pl ural j | S; Lndi . | . J bid

Bri co. SRmEIO0BRTE forxiblerinPilted  fibol Bl B oMt
fixing | nt ort.i bid prjices in the received two-wa kets into a

i roc oeiad AR aLBE RtirwBid, e bPe b ProhGeBeraRon T bl e Bofetel] veq
two-way markets into a second sequence in ascending order, discarding a

pr edet EWFCRBYCHEXSEEY Yeethst the @rocessBih syl Htcl@e% oneqr sevsEy] paRreEsorsiacliged second
sequence, and averaging the remaining prices in the first sequence and the
secondin engqRreseyeral devdesser Tiuse computeri systemxiOR piagune 7 isuredontad ds exsimplee t r ades
at the fixed price according to the received two-way markets. 2. The system
of cl aexaxble ofreeprecessingsystenec & thedxdmyle vhfigure 7 ketmpfutertsystemci®fpoimpasesa  vol une
and wherein the averaging conprises performng an average wei ghted by the

vol uneprocessor 710 configured to control the operation of computer system 700, memory 704, storage

706, a network interface 708, a display output 712, a user interface 714, and a bus 702
configured to interface the various components comprising computer system 700.

Processor 710, in one embodiment, comprises a plurality of processing circuits, such as
math coprocessor, network processors, digital signal processors, audio processors, etc. These
various circuits can, depending on the embodiment, be included in a single device or multiple
devices. Processor 710 also comprise an execution area into which instructions stored in
memory 704 are loaded and executed by processor 710 in order to control the operation of
computer system 700. Thus, for example, by executing instructions stored in memory 704,
processor 710 causes credit derivative authority 102 to execute the steps described above.

Memory 704 comprises a main memory configured to store the instructions just referred
to. In one embodiment, memory 704 also comprise secondary memory used to temporarily store
instructions or to store information input into computer system 700, i.e., memory 704 acts as
scratch memory also. Memory 704 can comprises, depending on the embodiment, a plurality of

memory circuits, which can be included as a single device, or as a plurality of devices.
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3. The systemof claiml, wherein the |owest N bid prices and hi ghest N
offer prices in the received two-way nmarkets are discarded. 4. The system
of claim3, wherein Nis equal to about half the nunber of two-way rmarkets
recei ved. W0 200¢{@940st em of claim 1, wherein the instruBET/UBRIOH3SIZurt her
configured to cause the processor to wait a predeterm ned period of time to
accept t woStacage 786 krelusies,rinwertdie embodiaientsya plurality afidnives Icorfigused torrdceaivescar d

al | subm ssions received after the predeterm ned period of time has expired.

27 6. varhas si¢str@iie pledial Forrexlampld)éri ehderhbudiheind, stvedde 06 imuledek arfloppy ddenf i gur ed
to cause the processor to offer each of the plurality of trader clients

whos e c&ifduRbits Sedefvel 28l K, hf&smPAef%%kmriv@ Rofigired@{d REeiPE h‘é@m%)zﬁct diseat er
than the Tixed price, thé option to place a transaction request at the fixed

pri Ceén{@fginc%{@;tﬁ \ﬂgﬁ ?ksjg(t érife{ c&{f%@%@dcw ?é‘ce(v%%’%ﬁ%ifal{ﬁgéﬂp}dﬂﬁ. phmbe‘;&e/ of

trader h ansdction requests urality of trader

clients, tp each other: and. final. the transactions which ar. t ched at
Che "1 Pbifipaic sorage T iopbHRDUISE Ay oy o HORh & THEPIE it Btconr e
further configured to cause the processor to offer each of the plurality of
t r adefhe frivasticludindsia spragepfQbcare jusedyoageciye ¢lpaionisy medja shat thas stpeed thergy pri ce
the option to place a transaction request at the fixed price for buying

onl y. iBtructives 8yist leadedfintol ra¢mory,70hand esead typrodenstr (701G td condrohthe opewatitre of
configured to cause the processor to offer each of the plurality of trader
cli entgmphersostendopri ce is greater than the fixed price, a purchasing
option to purchase a greater volune at the fixed price; offer each of the
plurality ®etworkdmeerfacki708 isconfiggred 6f llw @mipoter spstdne 60 tohiaterfadeewith,andl pri ce.
a

communicate over, network 106. Thus, using a network interface, such as network interface
708, credit derivative authority 102 is able to communicate with terminals 108. Depending on
the emi)odiment, credit derivative authority 102 includes one or multiple network interfaces 708.

Display interface 712 can be configured to allow computer system 700 to interface with a
display. Thus, in certain embodiments, computer system 700 displays information to a user via
display interface 712.

User interface 714 is configured to allow a user to interface with computer system 700.
Thus, depending on the embodiment, user interface 714 can include a mouse interface, a
keyboard interface, an audio'interface, etc.

It should be clear that the general description of a computer system provided above is by
way of example only and should not be seen to limit implementation of credit derivative
ziuthority 102 to any particular computer architecture or implementation. Rather any architecture
or implementation capable of implementing the processes and functionality described above can

be used to implement the systems and methods described herein.

25



selling option to sell a greater volunme at the fixed price; receive at |east
one purchasing requests fromthe plurality of trader clients; receive at
| east one selling request fromthe plurality of trader clients; nmatch the at

| east onewRUhsdAsipg request and the at |east one sel|paguseeswssszto each
other; ana finalize the transactions which are matched at the fixed price.

9. The SystemlOLerfliR eibiineherd o ilenbiha! ke Webf YodiiBed UbbRET: GANbLOUr ed Lo
cause the processor to wait a predetermned period of tine fo accept
pur chash 0686 Gt Gh 'cﬂgocﬁiﬁ%}fﬁst#e?crfbreﬁ) d E;‘? wa df Slabriple S’ﬁlf/ﬁ r&&’ct%hdjﬁ%y,e@ES; and

p g a ng request ter e prede

discaﬂﬁd% urchasin nd sel 1 recelrved a term ned
iod of . ti ir 10. t hod,f | t r.adi f dit

B oot oL BBt gl oo A AR bR FRE AP rBhe BF B L

1§ Co intrBtiot AT Horel Rl g s G aitag By Plae RCiopPY SHER R

recei ved two-way markets into a first sequence in descending order, sorting
of f er ipcpnjurstion withdhe aboue Jesariptigy-apd gcasmpraying rAVEEd second sequence in
ascendi ng order, discarding a predeterm ned nunber of prices fromboth the
first sequence and the second sequence, and averaging the remaining prices
in the first sequence and the second sequence to determine the md fixing
poi nt: match and execute trades at the fixed price according to the received
two-way nmarkets.
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11. The method of claim 10, wherein each received tw-way market further
conprises a volune and wherein the averagi ng conprises perform ng an
average wei ghted by the volunme. 12, The nethod of claim 10, wherein the

| owest N bid prices and highest N offer prices in the received two-way

mar kets are discarded. 13. The nethod of claim 12, wherein Nis equal to
about half the nunber of two-way nmarkets received. 14. The nethod of claim
10, further conprising: waiting a predeterm ned period of tinme to accept
two-way markets fromthe plurality of trader clients; and discarding al
subm ssions received after the predeterm ned period of tine has expired.

15. TheVhasisdadmse: cl ai m 10, further conprising: offering each of the

plurality of kradan f&léagma%m SRk gaaqﬁ%f;@crécﬁt Jjef;@aﬁ&ézag}nnoggﬁg@;xed price

and offer price’is greater than the fixed price, e op pl ace a
t ransact i onardegbsstcoafigirbe td staredreditr decieativedaforvativgh f@r pértdimkdféngn@fentities;

transaction requests. fromthe ‘%Ieural i,t% of trader clients; matching the
transact i on MEERLLEQigyred;tp stogy presytianynguctionsyaid ¢l i ents to each other: and

finalizing LhgotdaRs@abie@nRithihe DadbRe Rl gtg@g?ﬁorgf,hﬁlef prd&Rs T dnGourtd 1o T

r
met hod of claim15, further conprising: fering each of the plurality
of tr adaecutd themsgugihvos.ghdingtirpmtionecindiggred 4e equse thamprenesmgtral to the fixed

price the option_to replace a.transactjon request,.at. the fixed price for
buying only 17. FRXe BO b SF 2 BIUGHY obrater, FHonE 2 biBlise oy kel YgE each
of t he tpthd Bliptive &fd d0f GFeLpHried;i ent s whose bid price is greater than the fixed

price, a purchasing option to purchase a greater volune at the fixed price;
of feri ng each of dethanipe afixpd pyjcedty trader clients whose offer price is |ess

than the fixed price | 1 L1 on.: sel|l a greater volune at the
fixed price; receivi ngetgtnﬁﬁlgggpggﬁg‘gdﬁ#éﬁ%gi ng requests fromthe plurality

of trader clients; sorting bid prices in the received two-way markets into a first
sequence in descending order,
sorting offer prices in the received two-way markets into a second
sequence in ascending order,
discarding a predetermined number of prices from both the first
sequence and the second sequence, and
averaging the remaining prices in the first sequence and the second
sequence to determine the mid fixing point;
match and execute trades at the fixed price according to the received two-way
markets.
2. The system of claim 1, wherein each received two-way market further comprises a
volume and wherein the averaging comprises performing an average weighted by the volume.
3. The system of claim I, wherein the lowest N bid prices and highest N offer prices in
the received two-way markets are discarded.
4. The system of claim 3, wherein N is equal to about half the number of two-way
markets received.
5. The system of claim 1, wherein the instructions are further configured to cause the
processor to
wait a predetermined period of time to accept two-way markets from the plurality of
trader clients; and

discard all submissions received after the predetermined period of time has expired.
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receiving at | east one selling request fromthe plurality of trader clients;
mat ching the at | east one purchasi ng request and the at | east one selling
request to each other; and finalizing the transactions which are natched at
the fixed price. 18. The nethod of claim 17, further conprising: waiting a
predeterm ned period of time to accept purchasing and selling requests from
the plurality of trader clients; and discarding all purchasing and selling
requests received after the predeterm ned period of tine has expired. 19. A
systemfor facilitating the online trade of credit derivatives, conprising:
a dat abase gonfiguredﬁéo staore credit derivative jnformation for cerfain
t

reference eft [ dstem pEABIY lo SYheTedl theaingtgicliony %reefﬂgé‘ﬁt‘?(’& grsd 0 GRYedhS: and

a procesgidsocgupl ed with the database and the nmenory, the processor
configured to execute the instructions, the instructions configured to
cause the poffgaessioof the pheaday wétridepalieiewhesk bad pricerialdss shapfthe fixedeprice khent s a

credit rivat.ive position hayin bid. price, an offer price o ot h;

det er nPE B el iy B8 SRR fa BRiprbbiri SRaRenEnaPrsCathe d8 ;1)
recei Vgflee;position fromthe plurality of trader clients and further based on
t he existence and price levels of any |ast tradeable narket; finalize the
sal e at thererX@éIPBV@IEEOBFallﬁp‘Ft‘O@dg‘il{eﬁtéﬁ@ﬂ\Mwéhleré)o@f tsalepeliants; pri ce | ower

than the f] ice: j ! . . i ice of all
posi 1 ons wie R R dedoRB0t &8 phbBiPUl GURP By b Ul WBETART 0%, 0 The
syst em of cliaalive 1i%, trashatiehsniwhick atenaatchueltat drSixed @riteir t her configured to cause

he procesgop, (o el e, predelerm ned, period. of LIRS (925850, BaSiL o

processor to

offer each of the plurality of trader clients whose bid price is greater than or equal to the
fixed price the option to place a transaction request at the fixed price for buying only.

8. The system of claim 1, wherein the instructions are further configured to cause the
processor to

offer each of the plurality of trader clients whose bid price is greater than the fixed price,
a purchasing option to purchase a greater volume at the fixed price;

offer each of the plurality of trader clients whose offer price is less than the fixed price. a
selling option to sell a greater volume at the fixed price;

receive at least one purchasing requests from the plurality of trader clients;

receive at least one selling request from the plurality of trader clients;

match the at least one purchasing request and the at least one selling request to each
other; and

finalize the transactions which are matched at the fixed price.

9. The system of claim 8, wherein the instructions are further configured to cause the
processor to

wait a predetermined period of time to accept purchasing and selling requests from the
plurality of trader clients; and

discard all purchasing and selling requests received after the predetermined period of
time has expired.

10. A method for online trading of credit derivatives, comprising:
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clients; and discard all positions received after the predeterm ned period
of tinme has expired. 21, The systemof claim 19, wherein the instructions
are further configured to cause the processor to offer each of the
plurality of trader clients whose position's bid price is |less than the
fixed price and offer price is greater than the fixed price, the option to
pl ace a transaction request at the fixed price; receive a plurality of
transaction requests fromthe plurality of trader clients; match the
transaction requests of the plurality of trader clients to each other; and
finalize the transactions of all positions which are matched at the fixed
price. 22. Tersivingsiremneach ef aplyadity ofiifrderslientsiaebingisg pue-tay mpariat daying betbr

configur.ed f. . processor to wait a predeterm ned period of tinme to
acceptq}@gﬁég%%@gﬁ%ﬁggggg’s fromthe plurality of trader clients; and

di scard all deteanimagtd fxedrpeigeesinprisiegei ved after the predeterm ned period of
ti me has expired._23.,;he,systen10f clgin119, wher ei n thefjnstructiqns are
further confi gur 8tiN8 RIGURIEes R the) Teredes dvor B Maskety AR dfirsthesapensedni ty of
trader &%&ﬁ@%gowﬂpse position's bid price is greater than the fixed price,
a purchasing option to purchase a greater volume at the fixed price; offer
each of the pl urabiting offer ppriegkein e iremetved ikoy@ypoaikets onfosa edfcbed sguene ins | ess
than the fixed,price, a selling option to sell a greater volunme at the
fixed frrLdingOide ve at | east one purchasing requests fromthe plurality of

trader clients; diseadingg ptddi@athedMintRebf priis FRELBS tHe @3l deGereb Undthet y Of
trader clients; match the at | east one purchasing request and the at |east

one seldepaid seeusness@nd o each other; and finalize the transactions of al

positions which %Cé‘ragﬁﬁé Cfltn]ee%n?aﬁniﬁgﬁriéés)ﬁﬁ ({iheplr'ulsf; gequence and the second sequence to

determine the mid fixing point;
match and execute trades at the fixed price according to the received two-way

markets.

11. The method of claim 10, wherein each received two-way market further comprises a
volume and wherein the averaging comprises performing an average weighted by the volume.

12. The method of claim 10, wherein the lowest N bid prices and highest N offer prices in
the received two-way markets are discarded.

13. The method of claim 12, wherein N is equal to about half the number of two-way
markets received.

14. The method of claim 10, further comprising:

waiting a predetermined period of time to accept two-way markets from the plurality of
trader clients; and

discarding all submissions received after the predetermined period of time has expired.

15. The method of claim 10, further comprising:

offering each of the plurality of trader clients whose bid price is less than the fixed price
and offer price is greater than the fixed price, the option to place a transaction request at the fixed
price;

receiving a plurality of transaction requests from the plurality of trader clients;

matching the transaction requests of the plurality of trader clients to each other; and

finalizing the transactions which are matched at the fixed price.

16. The method of claim 15, further comprising:
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31 24. The system of claim 23, wherein the instructions are further
configured to cause the processor to wait a predetermned period of tine to
accept purchasing requests and selling requests fromthe plurality of

trader clients; and discard all purchasing requests and selling requests
received after the predetermned period of tine has expired. 25. The system
of claim19, wherein the fixed price is determ ned by averaging a

collection of bid prices and offer prices fromthe positions of the
plurality of the trader clients. 26. The system of claim 25, wherein the

position further copprises a.volune and the fixe rice is determned b
PorT or i ng. AR e g b0r Eet oats Whsve S0 BRGs 5 erdctes toaer Soppide

prices thd fradthrRe RRUptibR ASrePlact HBambetid reduesth e BkelipAde forbuyMBloalyWsi Ng the
volume as a weight. 27. The system of claim25, wherein the col I'ection of

bi d prices aAdlhefrethogefdam 16 fyrtheneemprisingel ecti ng t he hi ghest N bid prices
and | owest N.offer prices fr t ositions of the. plurality of the trader
ol ente. 28 O EorBLAITfS plucdllh of SoB b 8ot pld Bipsbr st e B he
nunber peike,AqRIkdhaging opti@CBiputaseZOgreatérevobyad @Mmefixedl ice) 19, wherein the fixed
price is determ’ned% the md fixing_point by averagi

y deterninugg ' ¥ % Eg a
col l ection 6fferng egsh efethe phyalyred trades glients wpose ¢TFE p5issiis ilesh dhasy the fixed
plural ity of . leafGla M .ast tradeabl e market having
a bid ?¥%g£§&@§§hﬁ@f§é$ﬁSgﬁggﬁaﬁgﬁgﬁﬁﬂqu?gpﬁg%iCe is no less than the
of fer pri cerecasdiggnileagt driegundhdsihg rigneptpidomthet urhhiey dfitvadel ghientse 1 f there is
no | ast tradeable market found or if the ast tgagfab#e mar ket exists and
the mid fixifSgVHE N ea!s‘i‘é‘_§55 ﬁé"éﬁ'_e?tﬁ'é’”bﬁhap YEBOLIRICHERYNS: price of the |ast
tradeabl e ”%{a'f&)‘ingfﬁ;é%g H:'r%tggmfe_tﬂﬁ?chlﬁbiﬂg RIGuER aRf 'R 1bABbnd SAGIRARLGesIRY &eh tO

the fixed price i i'Xing point is greater than the bid price;

other; and

finalizing the transactions which are matched at the fixed price.

18. The method of claim 17, further comprising:

waiting a predetermined period of time to accept purchasing and selling requests from the
plurality of trader clients; and

discarding all purchasing and selling requests received after the predetermined period of
time has expired.

19. A system for facilitating the online trade of credit derivatives, comprising:

a database configured to store credit derivative information for certain reference entities;

memory configured to store execution instructions; and

a processor coupled with the database and the memory, the processor configured to
execute the instructions, the instructions configured to cause the processor to

receive from each of a plurality of trader clients a credit derivative position having a bid
price, an offer price or both;

determine a fixed price based on the bid prices and the offer prices of all received
position from the plurality of trader clients and further based on the existence and price levels of
any last tradeable market;

finalize the sale at the fixed price of all positions which have an offer price lower than the
fixed price; and

finalize the purchase at the fixed price of all positions which have a bid price greater than

the fixed price.
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assigning the offer price of the |last tradeable market to the fixed price if
the md fixing point is less than the offer price. 30. The systemof claim
29, wherein the position further conprises a volune and the fixed price is
determ ned by perform ng a wei ghted average of a collection of bid prices
and offer prices fromthe positions of the plurality of the trader clients
using the volunme as a weight. 32 31. The system of claim?29, wherein the
collection of bid prices and offer prices is forned by selecting the

hi ghest N bid prices and |lowest N offer prices fromthe positions of the
plurality of the trader clients. 32. The systemof claim31l, wherein Nis
equal to abdutTheaystemd claimblsh: whereblictindmstionseee furdgr cagigumdrierches thor

onl i ne %k@ﬂ%ﬂg of credit derivatives, conprising: receiving fromeach of a
pIuraIP y of trader clients a credit derivative position having a bid
price, an ofvhera predeerndned petiod détieremonadegptapdsitiond fpsr ake pasality it tedder bi d
prices and the offer prices of all received position fromthe plurality of
trader SU§BARS and further based on the existence and price levels of any

last tradealys il k&ditiordsirb@lvedlaftgr th@Frea@tkﬁniaéd bR dlorxad r@g bgsireal all
positions which have an offer price lower than the fixed price; and

finalizing 2hélhsuysthmad chimt e whieseadtheringmicidnsaird fipter tordipsraditochuseake a bi d
price greater than the fixed price. 34. The nethod of claim 33, further
conpri SI%ES°W8i ti ng a predetermined period of tine to accept positions from

the pluralibffer@hct s0HEplurdllty 8Nfrader elchtSWBERHALINBN'Rbld PRE if eQNRar BE Bk¥Ed
after the predeterm ned period of tine has expired. 35. The nethod of claim

33, f uptiegeanddieppried is greatst thanjtheyfixedanicesthe prtiqs taphic eyrapsactiorarsavest titht s
whose %9&;&&%?'5 hid price is less than the

receive a plurality of transaction requests from the plurality of trader clients;

match the transaction requests of the plurality of trader clients to each other; and

finalize the transactions of all positions which are matched at the fixed price.

22. The system of claim 21, wherein the instructions are further configured to cause the
processor to

wait a predetermined period of time to accept transaction requests from the plurality of
trader clients; and

discard all transaction requests received after the predetermined period of time has
expired.

23. The system of claim 19, wherein the instructions are further configured to cause the
processor to

offer each of the plurality of trader clients whose position's bid price is greater than the
fixed price, a purchasing option to purchase a greater volume at the fixed price;

offer each of the plurality of trader clients whose position's offer price is less than the
fixed price, a selling option to sell a greater volume at the fixed price;

receive at least one purchasing requests from the plurality of trader clients;

receive at least one selling request from the plurality of trader clients;

match the at least one purchasing request and the at least one selling request to each
other; and

finalize the transactions of all positions which are matched at the fixed price.
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fixed price and offer price is greater than the fixed price, the option to
pl ace a transaction request at the fixed price; receiving a plurality of
transaction requests fromthe plurality of trader clients; matching the
transaction requests of the plurality of trader clients to each other; and
finalizing the transactions of all positions which are matched at the fixed
price. 36. The nmethod of claim 35, further conprising: waiting a
predeterm ned period of time to accept transaction requests fromthe
plurality of trader clients; and discarding all transaction requests
received after the predeterm ned period of tinme has expired. 33 37. The
met hod of cP4itheadstemueftaiaim Tonyhereit Hy: ingfucaensrage &xther obnfigueedpiolpandeithy of
trader Fchies%Qrtt% whose position's bid price is greater than the fixed price,
a purclﬁ’aa ng option to purchase a greater volune at the fixed price;

of fering eaohitef predgerplingdapdriod afftini¢ adgice! pureHasinghefrRsto@al tsbltifg Seqbdter
price is less than }he fixed price, a selling, option to sell a greater
vol ume figh thpelurglkeat tadeg elienfss@ed vi ng at | east one purchasing requests from

the plurali Ir ol ' caliyd I i st
fromthe pl gbrégﬁla tat)l/ g%g?arsage%aéfsitse%%{; alrlr?e{t Eﬁu%gs trﬁc%ﬁ%%i Og{fgéirt?é gkléggtﬁm?@ﬁ(gsi ng
r eques fperdottofitinge lzdts ekpiast one sel ling request to each other; and finalizing

the transactio of all sitigns which afe t.ched at the fixed price. 38.
The nethod &f- rekdh off GihdS SRS BinfReduAlis focempiatib oy HeHEEET | od
of tiMoN&Rtigs6LME pALECMBDIRp QY HRRT the BHGIGRIJ tHRD ILBANTIR trddePENchiRe
plurality of trader clients; and discarding all purchasing requests and

sel ling reqdesthe systea obdlaim 25¢ whirsimthe chosisionifaler qoewrisss aiolumeeandahe
g)c() pir .einec?’ §fice:r ﬂederfr&‘h{i] e% I%I pgrlf(ﬁ‘inri“g?’g ’we\{\g})%ae ilv%ra%%to?ran‘!:or“e@lgor;[ Qle blfdi 5(r c%s Brruﬁ ce
mpri S€s” assi gning tnhe

offer prices from the positions of the plurality of the trader clients using the volume as a weight.

27. The system of claim 25, wherein the collection of bid prices and offer prices is
formed by selecting the highest N bid prices and lowest N offer prices from the positions of the
plurality of the trader clients.

28. The system of claim 27, wherein N is equal to about half the number of positions
received.

29. The system of claim 19, wherein the fixed price is determined by

determining the mid fixing point by averaging a collection of bid prices and offer prices
from the positions of the plurality of the trader clients,

determining a last tradeable market having a bid price and an oftfer price where the bid
price is no less than the offer price,

assigning the mid fixing point to the fixed price if there is no last tradeable market found
or if the last tradeable market exists and the mid fixing point lies between the bid price and offer
price of the last tradeable market,

assigning the bid price of the last tradeable market to the fixed price if the mid fixing
point is greater than the bid price;

assigning the offer price of the last tradeable market to the fixed price if the mid fixing
point is less than the offer price.

30. The system of claim 29, wherein the position further comprises a volume and the
fixed price is determined by performing a weighted average of a collection of bid prices and

offer prices from the positions of the plurality of the trader clients using the volume as a weight.
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average of a collection of bid prices and offer prices fromthe positions of
the plurality of the trader clients. 40. The nethod of claim 39, wherein
the collection of bid prices and offer prices is formed by selecting the

hi ghest N bid prices and |owest N offer prices fromthe positions of the
plurality of the trader clients. 41. The nethod of claim40, wherein Nis
equal to about half the nunber of positions received. 42. The nethod of
claim 33, wherein the position further conprises a volunme and determ ning
the fixed price conprises assigning the weighted average of a collection of
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any last tradeable market;

finalizing the sale at the fixed price of all positions which have an offer price lower than
the fixed price; and

finalizing the purchase at the fixed price of all positions which have a bid price greater
than the fixed price.

34. The method of claim 33, further comprising:

waiting a predetermined period of time to accept positions from the plurality of trader
clients; and

discarding all positions received after the predetermined period of time has expired.

35. The method of claim 33, further comprising:

offering each of the plurality of trader clients whose position's bid price is less than the
fixed price and offer price is greater than the fixed price, the option to place a transaction request
at the fixed price;

receiving a plurality of transaction requests from the plurality of trader clients;

matching the transaction requests of the plurality of trader clients to each other; and

finalizing the transactions of all positions which are matched at the fixed price.

36. The method of claim 35, further comprising:

waiting a predetermined period of time to accept transaction requests from the plurality
of trader clients; and

discarding all transaction requests received after the predetermined period of time has

expired.
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assigning the offer price of the |last tradeable market to the fixed price if
the md fixing point is less than the offer price. 46. The nethod of claim
45, wherein the position further conprises a volunme and determning the md
fixing point by averaging a collection of bid prices is determning the md
fixing point by a weighted average of a collection of bid prices weighted by
vol unme. 47. The nethod of claim46, wherein the collection of bid prices and
offer prices is formed by selecting the highest N bid prices and | owest N
offer prices fromthe positions of the plurality of the trader clients. 48.
The method Qf ¢laim47, wherein Nis equal to about half the nunber of
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ei t her oW& ¥fader client or the other trader client that accepted the
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38. The method of claim 37, further comprising:

waiting a predetermined period of time to accept purchasing requests and selling requests
from the plurality of trader clients; and

discarding all purchasing requests and selling requests received after the predetermined
period of time has expired.

39. The method of claim 33, wherein determining the fixed price comprises assigning the
average of a collection of bid prices and offer prices from the positions of the plurality of the
trader clients.

40. The method of claim 39, wherein the collection of bid prices and offer prices is
formed by selecting the highest N bid prices and lowest N offer prices from the positions of the
plurality of the trader clients.

41. The method of claim 40, wherein N is equal to about half the number of positions
received.

42. The method of claim 33, wherein the position further comprises a volume and
determining the fixed price comprises assigning the weighted average of a collection of bid
prices and offer prices from the positions of the plurality of the trader clients using the volume as
a weight.

43. The method of claim 42, wherein the collection of bid prices and offer prices is

formed by selecting the highest N bid prices and lowest N offer prices from the positions of the

plurality of the trader clients.
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50. The system of claim49, wherein the instructions are configured to cause
the processor to repeat sending an option to increase the volune to the
trading party, receiving an increased volune fromthe trading party, and
offering the increased volune to the trading counterparty until no

i ncreased volune selection is received fromthe trading party. 51. The
system of claim49, wherein the instructions are configured to cause the
processor to repeat sending an option to increase the volune to the trading
party, receiving an increased volune fromthe trading party, and offering
the increased volunme to the trading, counterparty until the trading

count er par t §4-dee mebed ohelayn 148y whereimdria g9eal g @bQus|hgHethe npmbamel pastioamm of
claim 4. wherein the trading party can elect, in response to the option to
i ncrease the volune, one of a plurality of fixed volunmes or no increase. 53.
The syst em 5. Theanathetf cldiar3di wheram deteadinieg thafikyd paee @imgeises: i N response to
the option ,to i.ncrease.the volune, one .of a plurali of fixed_vol une
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i NSt r UglohPRS padifors bt tHRIIuaRR If i tRdief QichBUSE the processor to wait a
predeterm ned period of time to receive an increased volunme selection from

t he tradi ngdgemmiying @nldstitradeshde parkebdaing @ ibik posepindean dddrarrise véwed thierbid t he
i ncreasgzlee i\/(1)1I e %%Il eg éorrllb finalize a transaction for the volune. 55. The
systempo e8] H? Wher@ifn the vol ume associ ated with the position is a

standard ogssip@fn@tthé mid kinig.podf to thedixey ptiedmf dere Isaioad Yadvdbes Rbrket foand
instructions are further configured to cause the processor to receive an

accept &htféhglastirpdeable marksberists padhiie e Aixinge ot hiss Betpsen (he Didiprics and @ffer
finali igcé&qhé fa@?ﬁ&ﬁﬂl@&aﬁ&{ the increased volune. 36 57, The system of

claim wherein the instructions are further configured to cause the
processor t assigntng the bid pefeocf therawftratitabld markeasethevitded peick ribthetthid fixing
counterparty an finalize the transaction for the original volune.

a d to the
58. A §§§‘f @rﬁr‘?ab‘?’t]?agéﬁ?g‘gao{‘icﬁg the online trading of credit derivatives,
conpri si ng: 5@ fHeARE el Piéd SUNE thst RaRlaPl Gn&k&ab thdBkddVrideiE tethRr g on for

certain reference entities;
point is less than the offer price.

46. The method of claim 45, wherein the position further comprises a volume and
determining the mid fixing point by averaging a collection of bid prices is determining the mid
fixing point by a weighted average of a collection of bid prices weighted by volume.

47. The method of claim 46, wherein the collection of bid prices and offer prices is
formed by selecting the highest N bid prices and lowest N offer prices from the positions of the
plurality of the trader clients.

48. The method of claim 47, wherein N is equal to about half the number of positions
received.

49. A system for facilitating the online trading of credit derivatives, comprising:

a database configured to store credit derivative information for certain reference entities;

memory configured to store execution instructions; and

a processor coupled with the database and the memory, the processor configured to
execute the instructions, the instructions configured to cause the processor to

receive a position for a credit derivative having a volume from a trader client,
receive an acceptance of the position from one of a plurality of other trader

clients,

35



menory configured to store execution instructions; and a processor coupl ed
with the database and the nenory, the processor configured to execute the
instructions, the instructions configured to cause the processor to receive
a position for a credit derivative having a volunme froma trader client,
recei ve an acceptance of the position fromone of a plurality of other
trader clients, send a first option to the trader client to increase the
vol une, send a second option to the one of the plurality of other trader
clients to increase the volune, receive a first increased volunme selection
having a first increaseq.vo u e trader cIi? receive a second

| f th t
i ncreased vol une>8% PRI %bgﬁﬁﬂ&gW%@@dﬁdeW8$%g§éﬁ)@B?&ﬁ?cmﬁwoWFPﬁ  one of
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second increased volune are the same, finalize a transaction for the
i ncr ea8egriedtherpesitisn whithevasynot gt fe optian.m 58, wherein the first option

conprises a pl ur@é&igy ﬂIstHc}(et%%ed\yo%rH??ezec gﬁj a no increase selection. 60. The

systemof claim erein e firs ptron conprises a plurality of fixed
vol ume i ncreasesoffgrdtlz Mréaleradste sl ectradiy dlintedday s Wittegdih Ofhe Clradimg 58,
wherein the second option conprises a.plurallt¥ of fixed volumes and a no

i ncr eaSRYINSEPABL IS gither g1 traspclispt o gtnettiradenslisgt thaheacepted th@osidenmad opt i on
conprises a plurgjd i ! . i

selection. 63. T géi%ﬁs%i?ﬁfrﬁo%gg? gl:é?rﬁléggge(mgprg??l&?ﬁ%n?&H?tdra%ctﬁ?lg%ggg?%t Urt her
confi gurcedsddovobaxse t he processor to wait a predeterm ned period of tinme to

receive a f%és% incgeaggd %o!qge %%Iectbonh r3Z and if the Qer!od of éine

expires befdte PeddiMny 828 & WIREFR 40 dNSIHEUoRs &g erudiedisd o) ralise Jbe o
processor to repeat sending an option to increase the volume to the trading party, receiving an
increased volume from the trading party, and offering the increased volume to the trading
counterparty until no increased volume selection is received from the trading party.

51. The system of claim 49, wherein the instructions are configured to cause the
processor to repeat sending an option to increase the volume to the trading party, receiving an
increased volume from the trading party, and offering the increased volume to the trading
counterparty until the trading counterparty declines the offer to increase the volume.

52. The system of claim 49, wherein the trading party can elect, in response to the option
to increase the volume, one of a plurality of fixed volumes or no increase.

53. The system of claim 49, wherein the trading party can elect, in response to the option
to increase the volume, one of a plurality of fixed volume increases or no increase.

54. The system of claim 49, wherein the instructions are further configured to cause the
processor to wait a predetermined period of time to receive an increased volume selection from
the trading party, and if the pertod of time expires before receiving the increased volume
selection, finalize a transaction for the volume.

55. The system of claim 49, wherein the volume associated with the position is a standard
or default volume.

56. The system of claim 49, wherein the instructions are further configured to cause the
processor to receive an acceptance of the increased volume from the counterparty and to then

finalize the transaction for the increased volume.
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transaction for the volune. 64. The system of claim58, wherein the
instructions are further configured to cause the processor to wait a
predeterm ned period of time to receive a second increased vol unme sel ection,
and if the period of tine expires before receiving a second increased

vol ume sel ection, finalize a transaction for the volunme. 65. The system of
claim58, wherein the instructions are further configured to cause the
processor to finalize a transaction for a volunme which is the | esser of the
first increased volume and the second increased volume if the first

i ncreased volunme and second increased volune are unequal. 66. A nethod for
onl i ne trad?hghemsysemdificlamri9y atheseisthe destpetians e furbheerenfigyred tpsayseite for a
credit j i havi I ; rade | , Vi

coept BREESPld BB Riechol BB 1GBRE VBEARCT o MERbuBRT U8 B . .
sendi n@indizithiesttansqtion fiortthe ariginaldiohgneparty, wherein the trading party is

ei ther the der cljient or the one of the pluyrality, of other trader
clients; r eth: f»yr%bema*ori Fedfiating Pe a8 rgIngmd cgegltge'tw%weﬁ&emﬁg&ag:f i rst

i ncreased VlsABise dRidaGo 5138 drkdiBderivAGT SRRPmMACOHITR cLithifrdrérBtteMtities;
counterparty, whereinthe trading counterparty is either the trader client

or the one wembhecopfigurafl ia storsfexequtien insirigivns; asdi ch was not  sent the option;
and when an_agreenent qn tq '%cr§%§ed v k#ne IS nqge, finalizi@%]a
transact i on® POItNE “OPRIES daleticyHIRRES 2B NSTREMODt HBE PEYET I SPMRES I t her
conpri sxdigteitkP@aticngnd, i ingndtions @nfipirsd tofLEORe piddessof ©Cei ving a first

i ncreased volunme, the offering the first increased volune to a trading
count erparty untfcFeinda Pordtiaiaiord ciedit dpvasiae Baringh volymediom ¢ Bader cbightt he

trading part y. anl%cé'w. laﬁ acg&rt%@ge({fthpﬁgﬁﬁgp f m?.o% %?i%glupe\f’,\}ﬁ%yof.ao@%rttpa% r adi ng
counterparty is malntal ned. . The od 'cl'ai’Mv o , rein the First
optioncliemmpri ses a plurality of fixed volunes and a no increase selection.
69. The method cl ol Ml oanen teihe Gader clignt ko nereadthe SoluarPr ! ses a plurality
of fixed P )
send a second option to the one of the plurality of other trader clients to increase
the volume,
receive a first increased volume selection having a first increased volume from the
trader client,
receive a second increased volume selection having a second increased volume
from the one of the plurality of trader clients,
if the first increased volume and the second increased volume are the same,
finalize a transaction for the increased volume.
59. The system of claim 58, wherein the first option comprises a plurality of fixed
volumes and a no increase selection.
60. The system of claim 58, wherein the first option comprises a plurality of fixed
volume increases and a no increase selection.
61. The system of claim 58, wherein the second option comprises a plurality of fixed
volumes and a no increase selection.
62. The system of claim 58, wherein the second option comprises a plurality of fixed
volume increases and a no increase selection.

63. The system of claim 58, wherein the instructions are further configured to cause the

processor to wait a predetermined period of time to receive a first increased volume selection,
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vol ume increases and a no increase selection. 70. The nethod cl ai mof 66.
further conprising sending a second option to the trading counterparty; 38
receiving a second i ncreased vol une sel ection having a second increased
volume, and offering the second increased volune to the trading party. 71.
The nethod claimof 70, further conprising repeat the sending a second
option, the receiving a second increased volune, the offering the second

i ncreased volune to a trading counterparty until no increased vol une
selection is received fromthe trading counterparty and while agreenent
between the trading party and the trading counterparty is maintained. 72.
The neetbH the asHRdeT troe epiEssdeiore receharon dirg prgrensed ypkymesiecion fimalizg 2y of
fixed yy aHmﬁﬂb@mgvgmgg.increase sel ection. 73. The nethod clai mof 70,
wherein the second option conprises a plurality of fixed volune increases
and a no i n64.clesysteinexftdlam. 58 4hekimteHodrubtonsamé furthet cardigugedab cansedhd
derivatives, rising: teceivi&gggwg?sition for a credit derivative having

co
a vol uREPCFFRnoA A aRyedetainggperio thg an acceptance of the position from

one of r@eivkUrs@ddntdnd@based Delmeseld@ionC hAEITHISS perfo8 O tiMleNSpAss REGBRERNGE £ the
position fromone of a plurality of other trader cllenFs, sending a first

opt i ons¢cond insreasedatunes sedastion.dinakier eansactios foidheiMelumsendi ng a second option
to the one 8§.."lth%esy3|e}ﬂr§1 c'léiﬁm af QLher tﬁeé@qﬁé}j‘&{]s;a\%?hgrtﬁgp ]pc:an:}f: AR ctgtrn]s% tgéml une,

receiving a first”increased vol ume se i ncreased” vol une

from t Peocedsoadefinalibé &MansachGeforian®@linsebionds ihedéssersedhy it st iRRreasddedilum
havi ng a second increased volune from the one of the plurality of trader
cl i ent nd the spepadringregsed Neluggsbthegpiunereassd velhereswd saepndripsrezssddoliieie ar e
t he sagganéinalizing a transaction for the increased vol une.

66. A method for online trading of credit derivatives, comprising:

receiving a position for a credit derivative having a volume from a trader client;

receiving an acceptance of the position from one of a plurality of other trader clients;

sending a first option to a trading party, wherein the trading party is either the trader
client or the one of the plurality of other trader clients;

receiving a first increased volume selection having a first increased volume;

offering the first increase volume to a trading counterparty, wherein the trading
counterparty is either the trader client or the one of the plurality of other clients which was not
sent the option; and

when an agreement on the increased volume is made, finalizing a transaction for the
increased volume.

67. The method claim of 66, further comprising repeating the sending a first option, the
receiving a first increased volume, the offering the first increased volume to a trading
counterparty until no increased volume selection is received from the trading party and while
agreement between the trading party and the trading counterparty is maintained.

68. The method claim of 66, wherein the first option comprises a plurality of fixed
volumes and a no increase selection.

69. The method claim of 66, wherein the first option comprises a plurality of fixed
volume increases and a no increase selection.

70. The method claim of 66, further comprising

sending a second option to the trading counterparty;
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75. The nmethod of claim 74, wherein the first option conprises a plurality
of fixed volunes and a no increase selection. 76. The nmethod of claim 74,
wherein the first option conprises a plurality of fixed volune increases
and a no increase selection. 77. The nethod of claim 74, wherein the second
option conprises a plurality of fixed volunes and a no increase selection.
78. The nmethod of claim 74, wherein the second option conprises a plurality
of fixed volune increases and a no increase selection. 39 79. The net hod of
claim74, further conprising waiting a predeterm ned period of tine to

receive a first increased volyne selection, and if the period of tine
expires bef Wéwv@@esewwgmarea%eﬁrvg{un}erﬁe}ee%bbfvmalﬁ%o'gdelngeﬁeemlumen%di ze a
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menory, the _processor configured to, execute the instructions, the
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with a reference entity, the position having a price and a notional; receive
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receiving an acceptance of the position from one of a plurality of other trader clients;

receiving an acceptance of the position from one of a plurality of other trader clients,

sending a first option to the trader client to increase the volume,

sending a second option to the one of the plurality of other trader clients to increase the
volume,

receiving a first increased volume selection having a first increased volume from the
trader client,

receiving a second increased volume selection having a second increased volume from
the one of the plurality of trader clients,

if the first increased volume and the second increased volume are the same, finalizing a
transaction for the increased volume.

75. The method of claim 74, wherein the first option comprises a plurality of fixed
volumes and a no increase selection.

76. The method of claim 74, wherein the first option comprises a plurality of fixed
volume increases and a no increase selection.

77. The method of claim 74, wherein the second option comprises a plurality of fixed
volumes and a no increase selection.

78. The method of claim 74, wherein the second option comprises a plurality of fixed

volume increases and a no increase selection.
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invite a selected plurality of trader clients to transact at the price of
the accepted position; receive a position for the credit derivative froma
nunber of the selected trader <clients; match the received positions of the
plurality of selected trader clients to each other based on the notional of
each position; and finalize the transactions of all positions which are

mat ched at the price of the accepted position. 83. The system of claim 82,
wherein the instructions are further configured to cause the processor to
of fer each of the plurality of trader clients a new notional for trading at
a specific rice, and receive a confirmation fromaone of the plurality of
trader cli eﬁg-sTheWtBQﬁ. ofghaimsTds fusthepeoranrising \eaitingyh predetarmnpined pesipdafigimedds are
further fJ . pr i i ral.tty, of
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t he process S cauysed.taq nmatch the positions of the luraljty .of trader
cl'ents by JoslBmabodes Qelent futher Sobitiine W e spiedgienBacbEacinsge : ne
hi ghestieceRlielaebdnd ihérdghed vBluhRNele®id) afd FANPE R YN béTele reR@lingqual to

fed
the position of the highest priority trader client. é%) The systemof claim
82, wheewing increasgst wdene egledtionclinpbieeia transaetiapHor the vplugiet i ons of the plurality
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met hod whigh Brnthé M8sdrradhedirgfinaedd tvoll@fel anat thy @8cond dAgeasell Melunfeegehy/ fing from
each of a plurality of trader clients a position for a credit derivative
associ atensed YHume prd weepbBewatedvplumeanse peggivel on having a price and a
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clients; a database configured to store credit derivative information for certain reference entities;
memory configured to store execution instructions; and
a processor coupled with the database and the memory, the processor configured to
execute the instructions, the instructions configured to cause the processor to
receive from each of a plurality of trader clients a position for a credit derivative
associated with a reference entity, the position having a price and a notional;
receive an acceptance from a transacting trader client to the position for the credit
derivative of one of the plurality of trader clients;
invite a selected plurality of trader clients to transact at the price of the accepted
position;
receive a position for the credit derivative from a number of the selected trader
clients;
match the received positions of the plurality of selected trader clients to each
other based on the notional of each position; and
finalize the transactions of all positions which are matched at the price of the
accepted position.
83. The system of claim 82, wherein the instructions are further configured to cause the
processor to offer each of the plurality of trader clients a new notional for trading at a specific

price, and receive a confirmation from one of the plurality of trader clients.
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inviting a selected plurality of trader clients to transact at the price of
the accepted position; receiving a position for the credit derivative from
a nunber of the selected trader clients; matching the received positions of
the plurality of selected trader clients to each other based on the
notional; and finalizing the transactions of all positions which are nmatched
at the price of the accepted position. 88. The nethod of claim87, further
conprising: offering each of the plurality of trader clients a new notional
for trading at a specific price; and receiving a confirmation from one of
the plurality of trader clients. 89. The nethod of claim@87, further
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87. A method for online trading of credit derivatives, comprising:

receiving from each of a plurality of trader clients a position for a credit derivative
associated with a reference entity, the position having a price and a notional;

receiving an acceptance from a transacting trader client to the position for the credit
derivative of one of the plurality of trader clients;

inviting a selected plurality of trader clients to transact at the price of the accepted
position;

receiving a position for the credit derivative from a number of the selected trader clients;

matching the received positions of the plurality of selected trader clients to each other
based on the notional; and

finalizing the transactions of all positions which are matched at the price of the accepted
position.

88. The method of claim 87, further comprising:

offering each of the plurality of trader clients a new notional for trading at a specific
price; and

receiving a confirmation from one of the plurality of trader clients.

89. The method of claim 87, further comprising:

offering each of the plurality of trader clients a change in the notional of the position; and

receiving a new notional request from one of the plurality of trader clients.
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90. The method of claim 87, further comprising: selecting the plurality of invited trader
clients to participate in the transaction at the price of the accepted position based on knowledge
of prior trader client behavior with respect to the credit derivative.

91. The method of claim 87, wherein the matching the received positions of the plurality
of trader clients comprises:

assigning to each trader client a priority; and

matching the highest priority trader client with a counterparty with a notional equal to the
position of the highest priority trader client.

92. The method of claim 91, wherein the matching the received positions of the plurality
of trader clients further comprises matching each of the plurality of trader clients with a

counterparty based on the priority and the notional.
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