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(57) ABSTRACT

A method is disclosed for determining whether a transaction
involving a financial instrument is in compliance with invest-
ment objectives associated with an investment portfolio. The
method includes the step of providing a rule pertaining to an
investment objective, wherein the rule contains a reference to
a dynamic database having one or more related entries. The
method also includes the steps of applying the rule to an
investment request regarding a transaction involving a finan-
cial instrument, referring to the dynamic database to incor-
porate each related entry into the rule, and determining
whether the investment request complies with the rule.
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INVESTMENT PORTFOLIO COMPLIANCE
SYSTEM

BACKGROUND OF THE INVENTION

1. Field of the Invention

The subject invention is directed to a system and method of
using relational databases to perform instructed tasks, and
more particularly, to a system and method of analyzing trans-
actions involving financial instruments related to an invest-
ment portfolio in light of one or more investment objectives
defined by an investor.

2. Background of the Related Art

Investment managers, and in particular, those who are
responsible for managing the portfolios of large institutional
investors, buy and sell fixed income securities and equities,
based upon the investment objectives set forth by the inves-
tors. For example, a particular institutional investor may wish
to restrict certain types of assets from its portfolio. In such an
instance, the investor may instruct its portfolio manager notto
purchase corporate bonds or equities from certain corpora-
tions or industry sectors. Alternatively, a particular institu-
tional investor may have the desire to limit a certain percent-
age of its assets under management to certain types of fixed
income securities. For example, an institutional investor may
designate that not more than five percent of its assets under
management should be invested in mortgage backed securi-
ties.

Investment objectives are generally conveyed from an
investor to a portfolio manager in the form of a set of invest-
ment rules or guidelines. The investment rules are then used
by the portfolio manager to develop compliance rules against
which investment decisions or portfolios of investments are
analyzed.

Compliance rules operate in two distinct ways. First, a
compliance rule can effect a particular investment decision,
such as the decision to purchase a large quantity of Treasury
notes for inclusion in a particular portfolio. This decision
could be governed by one or more compliance rules that
would influence the decision before the investment is made.
Such a rule is commonly referred to as a “front end” compli-
ance rule. Alternatively, a compliance rule could effect the
composition of a particular portfolio, such as by requiring a
portfolio manger to sell a quantity of a particular type of fixed
income security. For example, as a result of a change in
interest rates, a compliance rule may be employed to instruct
aportfolio manager to reduce the quantity of a certain class of
Treasury notes within a particular portfolio. Such a compli-
ance rule would effect the portfolio as a whole, rather than a
particular investment decision, and is therefore commonly
referred to as a “back end” compliance rule.

Compliance rules, whether related to back-end or front-
end compliance, have been used by portfolio managers in
computerized portfolio management systems. In the past,
compliance rules set forth by institutional investors have been
translated into computer readable statements. Such state-
ments are then used to instruct a computer system to monitor
investment decisions and the composition of portfolios as a
whole, and to inform portfolio mangers whether particular
investment decisions or portfolios of investments are in com-
pliance with the investment objectives of particular investors.

In many instances, the computer readable statements used
by portfolio management systems are extremely long, in that
they contain a great number of characters and/or symbols
representing the investment objectives of an investor. For
example, a statement might include a long list of company
names or types of investments that a particular investor
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desires to restrict from its portfolio. In such an instance, the
computer programmer is faced with the time consuming task
of creating such a lengthy statement. In addition, should the
investor want to modify the investment objective, such as by
adding or deleting certain types of investments that it desires
to restrict from its portfolio, the computer programmer would
need to edit the actual compliance rule dealing with such an
objective. Such a task is time consuming, as well as disruptive
to the effective management of the portfolio. It would be
beneficial therefore, to provide a system and method for gen-
erating and utilizing compliance rules in a more efficient and
cost effective manner.

SUMMARY OF THE INVENTION

The subject invention is directed to a method of determin-
ing whether a transaction involving a financial instrument is
in compliance with investment objectives associated with an
investment portfolio. The method includes the step of provid-
ing at least one rule pertaining to an investment objective. The
at least one rule preferably includes a reference to a dynamic
database or list that contains a plurality of related entries. The
method further includes the steps of applying the at least one
rule to an investment request regarding a transaction involv-
ing a financial instrument and referring to the dynamic data-
base or list to incorporate each related entry contained therein
into the at least one rule. The method also includes the step of
determining whether the investment request complies with
the at least one rule.

The subject invention is also directed to a method of deter-
mining whether the composition of an investment portfolio is
in compliance with investment objectives. The method
includes the step of providing at least one rule pertaining to an
investment objective. The at least one rule preferably includes
a reference to a dynamic database or list that contains a
plurality of related entries. The method further includes the
steps of applying the at least one rule to the investment port-
folio and referring to the dynamic database or list to incorpo-
rate each entry contained therein into the at least one rule. The
method also includes the step of determining whether the
investment portfolio complies with the at least one rule.

The subject invention is further directed to a system for
determining whether a transaction involving a financial
instrument is in compliance with investment objectives asso-
ciated with an investment portfolio. The system includes a
memory storing at least one rule pertaining to an investment
objective. The atleast one rule preferably includes a reference
to a dynamic database or list that contains a plurality of
related entries. The system also includes a processor which
communicates with the memory and is configured to apply
the at least one rule to an investment request regarding a
transaction involving a financial instrument by referring to
the dynamic database or list. The system further includes
means for incorporating each entry contained in the dynamic
database into the at least one rule and for determining whether
the investment request complies with the at least one rule.

The subject invention is further directed to a system for
determining whether the composition of an investment port-
folio is in compliance with investment objectives. This sys-
tem includes a memory storing at least one rule pertaining to
an investment objective. The at least one rule includes a
reference to a dynamic database or list that contains a plural-
ity of related entries. The system also includes a processor
that communicates with the memory and is configured to
apply the at least one rule to the investment portfolio by
referring to the dynamic database or list. The system further
includes means for incorporating each entry contained in the
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dynamic database or list into the at least one rule and for
determining whether the investment portfolio complies with
the at least one rule.

In general, the subject invention is directed to a method of
performing a task based on an instructional statement sub-
mitted to a computerized portfolio management system. This
basic method includes the step of providing an instructional
statement relating to the performance of a specified task,
wherein the instructional statement includes a reference to a
dynamic database containing a plurality of related entries.
The method further includes the steps of accessing the
dynamic database, incorporating each of the related entries in
the dynamic database into the instructional statement, and
applying the instructional statement to perform the specified
task.

It is envisioned that the instructional statements can define
a variety of different tasks relating to the management of a
portfolio of financial instruments. For example, the instruc-
tional statement can define a compliance rule pertaining to an
investment objective, and the application of the instructional
statement would include the step of determining whether an
investment request relating to a financial instrument is in
compliance with an investment objective. Alternatively, the
instructional statement can define spread pricing criteria
relating to an investment in a financial instrument, and the
application of the instructional statement would include the
step of determining credit spread risk relating to the invest-
ment. In another instance, the instructional statement could
define report generating criteria relating to a portfolio of
financial instruments, and the application of the instructional
statement would include the step of generating a portfolio
report based upon the report generating criteria. In yet another
instance, the instructional statement could define trade rout-
ing criteria relating to a transaction involving a financial
instrument, and the application of the instructional statement
would include the step of routing information relating to a
transaction involving a financial instrument to designated
parties interested in the transaction.

These and other aspects of the system and method of the
subject invention will become more readily apparent to those
having ordinary skill in the art from the following detailed
description of the invention taken in conjunction with the
drawings.

BRIEF DESCRIPTION OF THE DRAWINGS

So that those having ordinary skill in the art to which the
present invention pertains will more readily understand how
to make and use the method and system of the present inven-
tion, embodiments thereof will be described in detail herein
below with reference to the drawings described herein below,
wherein:

FIG. 1is a schematic diagram depicting the core functional
components of the computer-based compliance system of the
subject invention;

FIG. 2 is an exemplary portfolio of fixed income securities
including Treasury Instruments, Corporate Bonds and Mort-
gage Backed Securities;

FIG. 3 is a flow chart illustrating the iterative process steps
supporting a Front-End Compliance check based on a pre-
ferred embodiment of the subject invention; and

FIG. 4 is a flow chart illustrating the iterative process steps
supporting a Front-End Compliance check based on a pre-
ferred embodiment of the subject invention

20

25

30

35

40

45

50

55

60

65

4

DETAILED DESCRIPTION OF PREFERRED
EMBODIMENTS

Referring now to the drawings wherein like reference
numerals identify similar elements or aspects of the system
and method disclosed herein, there is illustrated in FIG. 1 a
schematic representation of a computerized compliance sys-
tem constructed in accordance with a preferred embodiment
of the present invention and designated generally by refer-
ence numeral 10. Compliance system 10 is adapted and con-
figured to evaluate and analyze investment requests and
investment portfolios in view of a set of investment objectives
and/or guidelines or compliance rules provided to a portfolio
manager, agent or custodian by an investor.

Compliance system 10 includes a data storage device or
memory 12 and a processor 14 which is operatively associ-
ated with the memory 12 for managing the flow of data
throughput. A data input device 16 is operatively associated
with the memory 12 and processor 14 for receiving data and
instructions from a portfolio manager or other source of
financial or investment information, and a data output device
18 is operatively associated with the memory 12 and proces-
sor 14 for reporting information to an interested party.

The memory 12 contains a plurality of cooperative rela-
tional databases. These databases include a rules database 20
which stores a multiplicity of front-end and back-end com-
pliance rules or instructional statements. Such compliance
rules may relate to, among other things, duration guidelines
indicating a targeted duration for a portfolio, asset allocation
guidelines setting forth eligible types of investments, credit
agent criteria for financial instruments (e.g., ratings supplied
by S&P or Moody’s), restricted securities which may not be
added to a portfolio and other investment practices.

Preferably, the rules database 20 includes one or more
instructional statements or compliance rules or containing at
least one reference to a dynamic list stored within a dynamic
list database 22. The dynamic list database 22 contains a
plurality of dynamic lists. Each dynamic list stored within the
dynamic database 22 includes a plurality of related data
entries containing one or more common characteristics. Each
entry can be operatively incorporated by reference into a
compliance rule referring to such a dynamic list by the pro-
cessor 14, as explained in more detail hereinbelow. Prefer-
ably, the dynamic lists contained within database 22 may be
easily modified and/or edited to add and/or delete entries
therefrom using a graphical user interface with a data input
device. Consequently, it is unnecessary to modity or edit a
specific compliance rule referencing a modified dynamic list.

Memory 12 further contains a portfolio database 24 storing
a plurality of investment portfolios each owned by an indi-
vidual or institutional investor. Each portfolio includes a plu-
rality of investments including, among other things, fixed
income securities such as U.S. Treasury note, municipal,
corporate or agency bond issues, and mortgage backed secu-
rities, money market instruments, equities, currencies and
derivative instruments. An example of a portfolio of invest-
ments is illustrated in FIG. 2, and will be referred to periodi-
cally herein as Portfolio A. Memory 12 also stores a program
26 containing an instruction set written in a conventional
computing language such as C++ or Java, for coordinating the
interactive relationship between the memory 12, the proces-
sor 14, and the input and output devices 16, 18.

Referring now to FIG. 3, there is illustrated a process flow
chart 40 depicting operational steps employed in the method
of the present invention to perform a front-end compliance
check upon an investment request submitted by a portfolio
manager or custodian of a portfolio of investments owned by
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a particular investor, such as Portfolio A of FIG. 2. The
front-end compliance process 40 begins at step 42 where an
investment request, is received by the system 10 through input
device 16.

Investment Request 1

Purchase 5,000 BBB Rated Bonds of Philip Morris Cor-
poration at 50,000 USD.

It is envisioned that the device for inputting and/or receiv-
ing data 16 can include any form of conventional data input
device such as a keyboard, a touch screen, a mouse, a scanner,
avoice activator or any other type of data transmission device
ordinarily known in the art. The input device 16 may be
hardwired or wireless. It is also envisioned that the input or
reception of data may also be performed directly, remotely,
manually or automatically.

At step 44 the processor 14 applies one or more compliance
rules in database 20 related to Portfolio A to the investment
request. It is envisioned that the application of the rule may be
self-executed or manually executed by an interested party.
This application of a compliance rule to a request is accom-
plished by accessing the rules database 20 at step 46. Prefer-
ably, each compliance rule in rules database 20 is written in a
computer readable language as a data string representing a
syntactic statement provided by the investor. Examples of
syntactic statements defining front-end compliance rules
related to Portfolio A can read as follows:

Rule 1 (Front-End Dynamic Compliance Rule)

Do Not Add Bond Issues From Any of the “Tobacco Com-
panies” to Portfolio A.

Rule 2 (Front-End Static Compliance Rule)

Securities Rated BBB by S&P Cannot Exceed 10% of the
Total Assets of Portfolio A.

In these examples, Rule 1 restricts the purchase of corpo-
rate bonds issued by cigarette manufacturers. Other such
rules may restrict the purchase of securities issued by weap-
ons manufacturers, liquor manufacturers, environmental pol-
luters, casinos or certain municipalities. Rule 2 is based on
asset allocation guidelines and credit criteria defined by the
investor. Another dynamic rule could require that all transac-
tions for a particular portfolio be executed through a set of
preferred brokers that would be defined within a dynamic list.
Such a list could be easily modified to add or delete brokers.
In accordance with the subject invention, the syntactic state-
ments are translated into a computer readable data string by a
programmer.

At step 48 the processor 14 determines whether any of the
front-end compliance rules related to Portfolio A contain a
reference to a dynamic list stored within the lists database 22.
The reference to the dynamic list is preferably in the form of
a “List Name” contained in the data string representing the
compliance rule, such as, for example, the list name “Tobacco
Companies” contained in the Front-End Dynamic Compli-
ance Rule set forth above and illustrated below in the dynamic
list of Table 1.0.

TABLE 1.0

List Database

Tobacco Companies

B.A.T. Industries
Loews
Phillip Morris Corporation
U.S. Tobacco Incorporated

With continuing reference to FIG. 3, if the answer to the
inquiry at step 48 is in the affirmative, as it would be with
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respect to Rule 1, processor 14 accesses the lists database 22
at step 50. Then at step 52, the processor 14 incorporates each
data entry contained within the dynamic list into the particu-
lar front-end compliance rule referring thereto. At step 54,
processor 14 then determines whether the investment request
violates any one of the dynamic compliance rules related to
Portfolio A.

If the answer to the inquiry at step 48 is in the negative, in
that a rule does not include a reference to a dynamic list, i.e.,
the data string representing the compliance rule does not
include a list name, as it would with respect to Rule 2, the
processor 14 proceeds directly to step 54, disregarding the
subroutine of steps 50 and 52.

At step 54, the processor 14 determines whether the invest-
ment request violates any compliance rule related to Portfolio
A. In accordance with the present invention, if the processor
14 determines that an investment request violates a compli-
ance rule, the system 10 will provide an indication of non-
compliance at step 56 by way of output device 18. In this
regard, the output device 18 would readily incorporate the use
of'email, facsimile transmissions, a graphical user interface, a
physical printout, telephone and text messaging or any com-
bination thereofto report the results of the compliance review.

In the instant case, with respect to Rule 1, processor 14
would determine that the Investment Request 1 is in violation
of Front-End Dynamic Compliance Rule 1, because Rule 1
restricts purchases of corporate bonds issued by any of the
“Tobacco Companies” such as Phillip Morris Corporation.
Alternatively, if the processor 14 determines that an invest-
ment request is not in violation of a front-end compliance
rule, the system 10 will provide an indication of compliance
at rule 58 by way of output device 18.

Inthe instant case, with respect to Rule 2, processor 14 will
determine that Investment Request 1 is not in violation of
Front-End Static Compliance Rule 2 because, as shown in
FIG. 2, the purchase would not cause the value of BBB rated
securities in Portfolio A to exceed 10% of the total assets of
Portfolio A. More specifically, since the value of BBB rated
securities presently within Portfolio A is about $100,000 or
about five percent (5%) of the total assets, the addition of
5,000 BBB rated bonds having a value of $50,000 would not
exceed ten percent (10%) of the total assets of Portfolio A.
Rather, upon executing the trade, Portfolio A would contain
about $150,000 of BBB rated bonds, or about seven percent
(7%) ofthe total assets of the portfolio. Nevertheless, because
this investment request is in violation of at least one other
rule, namely Rule 1, the portfolio manager will be unable to
execute the trade, and would be so notified as to the basis
thereof by way of output/reporting device 18.

Referring now to FIG. 4, there is illustrated a process flow
chart 80 depicting operational steps employed in the method
of the present invention to perform a back-end compliance
check upon a portfolio of investments, such as Portfolio A of
FIG. 2. The back-end compliance process 80 begins at step 82
where financial information is received by input device 16
from an external source of financial reporting. Such informa-
tion may include, for example, changes in short and/or long
term interest rates, exchange rates, or credit ratings for vari-
ous fixed income securities.

At step 84 the processor 14 applies one or more compliance
rules related to Portfolio A from rules database 20 to the
Portfolio. This is accomplished by accessing the rules data-
base 20 at step 86. The following are examples of compliance
rules relating to Portfolio A that are written in a syntactic
format, although one skilled in the art will readily appreciate
that the rules may be easily translated into a computer read-
able expression:
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Rule 3 (Back-End Dynamic Compliance Rule)

All “Technology Issues” in Portfolio A Must Maintain a
AAA Credit Rating by S&P.

Rule 4 (Back-End Static Compliance Rule)

Securities Rated BBB by S&P Cannot Exceed 10% of the
Total Assets of Portfolio A.

At step 88 the processor 14 determines whether any of the
back-end compliance rules in database 20 that relate to Port-
folio A contain a reference to a dynamic list stored within the
list database 22. An example would be the list name “Tech-
nology Issues” as included in Rule 3 above and set forth
below in Table 2.0.

TABLE 2.0

List Database

Technology Issues

Advanced Micro Devices
Cisco Systems Inc.
Lucent Technologies Inc.
Micron Technologies Inc.
Microsoft Corporation

With continuing reference to FIG. 4, if the answer to the
inquiry at step 88 is in the affirmative, processor 14 accesses
the dynamic database 22 at step 90 and incorporates by ref-
erence each data entry contained within the dynamic list into
the particular back-end dynamic compliance rule referring
thereto at step 92. The processor 14 then determines whether
Portfolio A, as a whole, violates any back-end compliance
rules relating thereto, at step 94.

If the answer to the inquiry at step 88 is in the negative, in
that a back-end compliance rule does not include a reference
to a dynamic list, i.e., the data string representing the com-
pliance rule does not include a list name, then the processor 14
proceeds directly to step 94, disregarding the subroutine
defined by steps 90 and 92.

At step 94, the processor 14 determines whether any back-
end compliance rule related to Portfolio A is violated. If
processor 14 determines that Portfolio A violates a back-end
compliance rule, the system 10 will provide an indication of
non-compliance at step 96, and preferably the corresponding
basis of non-compliance. Alternatively, if the processor 14
determines an absence of violations, the system 10 will pro-
vide an indication of compliance at rule 98. In either case,
these indications will be communicated to an interested party
by way of output device 18.

In the instant case, processor 14 would determine whether
Portfolio A, as a whole, is in compliance with dynamic back-
end compliance Rule 3 by ensuring that all listed “Technol-
ogy Issues” contained within Portfolio A have a AAA credit
rating. The answer in this case would be in the affirmative
since each technology issue in the portfolio of FIG. 2 has a
sufficient credit rating from S&P. However, if the credit rating
of'any technology issue within the list and within the portfolio
was downgraded by S&P, the system would provide an indi-
cation of non-compliance. It is envisioned that the back-end
compliance check can occur at a predetermined time or at
preset time intervals during the course of a day. With respect
to static back-end compliance Rule 4, processor 14 would
determine that Portfolio A remains in compliance as less than
five percent (5%) of the assets in the portfolio are BBB rated
securities (i.e., Georgia Power Company).
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It is envisioned that a compliance rule could serve both as
a front-end and a back-end compliance function. For
example, Rules 2 and 4 are identical and relate to front-end
and back-end compliance.

It is well known in the art, that each financial instrument,
and in particular, each fixed income security is identified by a
nine-digit CUSIP identifier (see, FIG. 2). The CUSIP identi-
fier may be used to designate, among other things, the issuer
of the security and the type of security issued. Traditionally,
the first six digits of the nine-digit CUSIP are used to identify
the issuer of the instrument. For example, Citibank may be
identified by the six digits “912827”.

In accordance with a preferred embodiment of the subject
invention, one or more digits in a CUSIP may be represented
by a dynamic Boolean search term such as any one of the
symbols from the group consisting of *, * or ~. For instance,
in the system of the subject invention, the dynamic expression
“"912827” would indicate that a CUSIP begins with the six
digits “912827”. These dynamic expressions are preferably
used in conjunction with the dynamic lists of the subject
invention to further enhance the efficiency and applicability
of'the compliance system 10 disclosed herein.

By way of example, an investor, agent, custodian or port-
folio manager could specify a front-end dynamic compliance
rule which resides in database 20 and reads as follows:

Rule 5 (Front-End Dynamic Compliance Rule)

Limit All Transactions Involving Treasuries for Portfolio A
to “Preferred Issuers”

In this instance, the compliance rule limits transactions for
Treasuries to certain preferred issuers of securities and the list
name or reference “Preferred Issuers™ relates to a dynamic list
of related dynamic entries stored in database 22, which is set
forth below in Table 3.0

TABLE 3.0

List Database

Preferred Issuers

912827
"313124
"568890
"867840

In use, referring to FIG. 3, when an investment request,
such as Investment Request 2 defined below, is entered into
the system 10 at step 42 by way of input device 16, and the
investment request contains a nine-digit CUSIP identifier,
Rule 5 is applied by the processor 14 at step 44 by accessing
it from the rules database 20 at step 46.

Investment Request 2

Purchase 100,000 Treasury Notes Identified by the CUSIP
912827123.

Since Rule 5 contains the dynamic reference “Preferred Issu-
ers”, processor 14 accesses the appropriate dynamic list from
database 22 at step 50, and incorporates each of the entries
listed therein into Rule 5 at step 52, either sequentially or in
total. This dynamic rule is then applied against the investment
request at step 54 to determine, in this case, whether Invest-
ment Request 2 involves one of the “Preferred Issuers”. The
system then indicates whether Investment Request 2 is in
compliance with Rule 5 at steps 56, 58 by way of output
device 18. In the instance case, the investment request is
compliant as it involves a preferred issuer of U.S. Treasuries.

It is readily apparent that the “Preferred Issuers™ list in
database 22 can be easily modified to add or delete entries
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without effecting compliance Rule 5. This would be particu-
larly effective when an issuer such as CITIBANK acquires
another issuer of securities. In such an instance, where CIT-
IBANK had previously been one of the “Preferred Issuers”
for a portfolio, the institution it acquired would necessarily
become a Preferred Issuer and could easily be added to the
dynamic list within the dynamic list database 22.

Itis also envisioned and well within the scope of the present
invention, that a dynamic list stored within database 22 can
include, as entries, list names referring to other dynamic lists
within database 22. Accordingly, two or more dynamic lists
could be linked to one another to further enhance the effec-
tiveness of the compliance system disclosed herein. It is fur-
ther envisioned that a single rule within rules database 20 can
include references to a plurality of dynamic lists stored within
database 22.

In general, the subject invention is directed to a method of
performing a specified task based upon an instructional state-
ment submitted to a computerized portfolio management sys-
tem. The basic method includes the step of providing an
instructional statement relating to the performance of a speci-
fied task, wherein the instructional statement includes a ref-
erence to a dynamic database containing a plurality of related
entries. The method further includes the steps of accessing the
dynamic database, incorporating each of the related entries in
the dynamic database into the instructional statement, and
applying the instructional statement to perform the specified
task.

It is envisioned that the instructional statements can define
a variety of different tasks relating to the management of a
portfolio of financial instruments. For example, as in the
process depicted in FIG. 3, the instructional statement can
define a compliance rule pertaining to an investment objec-
tive, and the application of the instructional statement would
include the step of determining whether an investment
request relating to a financial instrument is in compliance
with an investment objective.

Alternatively, the instructional statement can define spread
pricing criteria for an investment in a financial instrument,
and the application of the instructional statement would
include the step of determining credit spread risk relating to
the investment. The spread pricing criteria would define the
nominal credit spread risks, i.e., the difference between yield-
to-maturity of an instrument and that of its benchmark. The
instructional statement could refer to dynamic databases con-
taining lists of related entries such as, for example, bench-
marks, curves or speeds.

In another instance, the instructional statement could
define report generating criteria relating to a portfolio of
financial instruments, and the application of the instructional
statement would include the step of generating a portfolio
report based upon the report generating criteria. In such a
case, the instructional statement could refer to dynamic data-
bases containing lists of related entries such as, for example,
industry sectors, classes of assets, transaction type, names of
traders, groups of brokers or sets of benchmarks which define
plural fields in a portfolio report.

In yet another instance, the instructional statement could
define trade routing criteria relating to a transaction involving
afinancial instrument, and the application of the instructional
statement would include the step of routing information relat-
ing to a transaction involving a financial instrument to desig-
nated parties interested in the transaction. In such a case, the
instructional statement could refer to dynamic databases con-
taining lists of related entries such as, for example, names of
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traders, brokers or custodian banks which facilitate the trans-
fer of trade information to plural parties interested in a trans-
action.

Although the system and method of the subject invention
have been described with respect to preferred embodiments,
those skilled in the art will readily appreciate that changes and
modifications may be made thereto without departing from
the spirit and scope of the subject invention as defined by the
appended claims.

What is claimed is:

1. A method of determining whether a transaction involv-
ing a financial instrument is in compliance with investment
objectives associated with an investment portfolio, the
method comprising the steps of:

a) providing at least one rule pertaining to an investment
objective, the at least one rule including a reference to a
dynamic database, the dynamic database containing a
plurality of entries related to at least one rule;

b) receiving an investment request regarding a transaction
involving a financial instrument;

¢) accessing the dynamic database and incorporating each
of the related entries contained in the dynamic database
into the at least one rule;

d) determining whether the investment request complies
with the at least one rule and

e) communicating the results of step (d) to a user via an
output device.

2. A method according to claim 1, wherein the step of
incorporating each of the related entries into the at least one
rule includes referring to a dynamic list stored within the
dynamic database.

3. A method according to claim 2, further comprising the
step of providing at least one dynamic entry in a dynamic list
stored within the dynamic database.

4. A method according to claim 1, further comprising the
step of storing the at least one rule is a rules database.

5. A method according to claim 1, further comprising the
step of receiving the investment request from an interested

6. A method according to claim 1, further comprising the
step of reporting, to an interested party, whether the invest-
ment request complies with the at least one rule.

7. A method according to claim 1, wherein the step of
determining whether the investment request complies with
the at least one rule is self-executing.

8. A method according to claim 1, further comprising the
step of modifying the dynamic database.

9. A method of determining whether an investment portfo-
lio is in compliance with investment objectives, the method
comprising the steps of:

a) providing at least one rule pertaining to an investment
objective, the at least one rule including a reference to a
dynamic database, the dynamic database containing a
plurality of related to the at least one rule;

b) receiving a request to apply the at least one rule to the
investment portfolio;

¢) accessing the dynamic database and incorporating each
of the related entries contained in the dynamic database
into the at least one rule;

d) determining whether the investment portfolio complies
with the at least one rule and

e) communicating the results of step (d) to a user via an
output device.

10. A method according to claim 9, wherein the step of
incorporating each of the related entries into the at least one
rule includes referring to a dynamic list stored within the
dynamic database.
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11. A method according to claim 9, further comprising the
step of storing the at least one rule in a rules database.

12. A method according to claim 9, further comprising the
step of receiving financial data relating to financial instru-
ments contained in the investment portfolio.

13. A method according to claim 9, further comprising the
step of reporting, to an interested party, whether the invest-
ment portfolio complies with the at least one rule.

14. A method according to claim 9, wherein the step of
applying the at least one rule to the investment portfolio is
executed by an interested party.

15. A method according to claim 9, wherein the step of
applying the at least one rule to an investment portfolio is
self-executing.

16. A method according to claim 9, further comprising the
step of modifying a dynamic list stored within the dynamic
database.

17. A method according to claim 11, further comprising the
step of providing at least one dynamic entry in a dynamic list
within the dynamic database.

18. A system for determining whether a transaction involv-
ing a financial instrument is in compliance with investment
objectives associated with an investment portfolio, the system
comprising:

a) a memory storing: i) at least one rule pertaining to an
investment objective, the at least one rule including a
reference to a dynamic list; and ii) a dynamic list con-
taining a plurality of entries related to the at least one
rule; and

b) a processor in communication with the memory and
configured to: i) apply the at least one rule to an invest-
ment request regarding a transaction involving a finan-
cial instrument by referring to the dynamic list, and
incorporating each related entry contained in the
dynamic list into the at least one rule; and ii) determine
whether the investment request is in compliance with the
at least one rule, and
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¢) an output device interfacing with the processor and
displaying to a user whether the investment request is in
compliance with the at least one rule.

19. A system as recited in claim 18, further comprising
means for receiving an investment request from an interested
party.

20. A system as recited in claim 18, further comprising
means for reporting whether an investment request complies
with the at least one rule.

21. A system as recited in claim 18, further comprising
means for modifying a dynamic list.

22. A system as recited in claim 18, wherein the dynamic
list includes at least one dynamic entry.

23. A system for determining whether an investment port-
folio is in compliance with investment objectives, the system
comprising:

a) a memory storing: 1) at least one rule pertaining to an
investment objective, the at least one rule including at
least one reference to a dynamic list; ii) a dynamic list
containing a plurality of entries related to the at least one
rule; and

b) a processor in communication with the memory and
configured to: 1) apply the at least one rule to the invest-
ment portfolio by referring to the dynamic list to incor-
porate each entry contained in the dynamic list into the at
least one rule; and ii) determine whether the investment
portfolio complies with the at least one rule, and

¢) an output device interfacing with the processor and
displaying to a user whether the investment request is in
compliance with the at least one rule.

24. A system as recited in claim 23, further comprising
means for reporting whether an investment portfolio com-
plies with the at least one rule.

25. A system as recited in claim 23, further comprising
means for modifying a dynamic list.

26. A system as recited in claim 23, wherein a dynamic list
includes at least one dynamic entry.

#* #* #* #* #*
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