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AUTOMATED METHOD AND ARTICLE OF
MANUFACTURE FOR FULLY INSURING
LARGE DEPOSITS RECEIVED FROM A
PLURALITY OF CUSTODIANS FROM THEIR
RESPECTIVE DEPOSITORS

While the relative amount of insured bank deposits has
declined over the past four decades (in comparison to loan

groWth), the demand for large denomination risk-free invest
ment products has remained strong. What is needed is a

method and apparatus for processing large deposits to help
banks attract neW depositors looking to invest large amounts
of funds in an investment vehicle eligible for full deposit
insurance coverage.

CROSS-REFERENCE TO RELATED
APPLICATIONS

BRIEF SUMMARY OF THE INVENTION

This application is a continuation of US. patent applica

tion Ser. No. 12/120,944 ?led May 15, 2008, Which, in turn,
The present invention establishes an Interbank Deposit
Service that alloWs a bank to offer multiple bank deposits to
its customers in order to achieve deposit insurance in aggre
gate amounts greater than the amount any individual bank

is a continuation of US. patent application Ser. No. 10/347,
128 ?led Jan. 17, 2003, now US. Pat. No. 7,376,606, Which,
in turn, is a continuation-in-part of US. patent application
Ser. No. 10/124,462 ?led Apr. 17, 2002, now US. Pat. No.
7,440,914. Each of the above-identi?ed applications are

could offer (i.e., the established deposit insurance limit). The

incorporated herein by reference in their entirety.
This application claims the bene?t of US. Provisional
Application No. 60/307,815, ?led Jul. 27, 2001 and US.
Provisional Application No. 60/323,365, ?led Sep. 20, 2001.

20

banks Whose deposits are offered through the Interbank
Deposit Service are normally una?iliated With one another.
Each of the deposits may be a certi?cate of deposit (CD).
The banks are federally insured ?nancial institutions that
are approved to participate in an Interbank Deposit Placement

BACKGROUND OF THE INVENTION

System (IDPS) that provides the Interbank Deposit Services.

In many banking systems throughout the World, bank
deposits of individual depositors are insured by govemment

potential deposit amount that exceeds an established deposit
insurance limit is processed using a computer-implemented

In a preferred embodiment of the present invention, a
25

method so that the total amount to be deposited is fully
insured. The order to process the potential deposit amount is

run deposit insurance programs up to an established deposit

insurance limit. In the United States, for example, the current

deposit insurance limit is generally $100,000 per individual

submitted to the Processor, Which establishes multiple depos

account per depositor in any one bank. A similar insurance
limit for credit union accounts is also in effect for deposits in
US. credit unions.

its, each With a different bank, for the customer seeking to
30

Depositors Wishing to have govemment-backed insured
funds on large bank deposits in excess of the established
insurance limit have limited options. A depositor can choose
to open multiple accounts in separate banks, each account
being maintained at an amount up to the established insurance

amounts. The Processor allocates the potential deposit
amounts to deposits at multiple banks so that no deposit
35

limit. This process is time-consuming and administratively
cumbersome. Alternatively, a depositor can place a large
deposit in an amount that is a multiple of the established
insurance limit through a banking company having a number
of a?iliated banks to Which portions of the large amount may
be transmitted for deposit. In the United States, such multi
account deposit services are currently offered by only a feW
?nancial institutions, such as Citigroup Inc., Merrill Lynch &

Co., Inc. and Fishback Financial Corporation. Thus, compe
tition is limited and, for the vast majority of depositors, there

Each bank submitting an order to process potential deposit
40

amounts to the Processor agrees to accept from the Processor

an aggregate amount of deposits equal to the potential amount
submitted to the Processor.

Each bank submitting an order to process potential deposit
amounts to the Processor may specify a deposit interest rate.
45

The Processor may compare the speci?ed deposit interest rate
to an interest rate determined by the Processor based on the

speci?ed rates submitted by all banks to the Processor (i.e.,
ERate) participating in an allocation.
The ERate determined by the Processor for a given alloca

is no opportunity to obtain such a service from a local com

a banking system failure. In addition, deposit brokers may be
used to distribute a depositor’s funds among multiple banks,
each of Which could offer protection up to the established

exceeds the established deposit insurance limit. Through the
Processor, a deposit is established for the depositor at the
bank to Which a portion of the depositor’s funds Was allocated
as a deposit by the Processor.

munity bank. Additionally, a depositor (or the bank at Which
the deposit is to be placed) can purchase deposit insurance
from a private insurance company. But such insurance can be
expensive and raises concern as to Whether the private insur
ance company is able to satisfy its obligations in the event of

deposit the potential deposit amount. Each deposit has a

predetermined maturity. The Processor receives multiple
orders submitted by banks to process the potential deposit

50

tion of potential deposit amounts may be based on a volume

55

With the same maturity.
The Processor may calculate the amount of a payment to be
made to or received by banks participating in the allocation to
compensate for differences betWeen the deposit interest rate

Weighted average rate speci?ed for potential deposit amounts

deposit insurance limit. This alternative usually requires

speci?ed by a bank and the ERate determined by the Proces

banks to pay the highest rates available throughout the coun

sor.

try, and usually requires depositors to establish relationships

The amount of each deposit may be Within the established
deposit insurance limit. The Processor may initiate the pro
cess of forWarding the payment to the depositor or the deposi

With unknoWn institutions.
The groWth of bank core deposits has failed to keep pace

60

With loan and asset groWth, particularly in community banks.

tor’s banks or crediting the payment to an account thereof

As a result, banks have turned to alternative funding sources,
such as Federal Home Loan Bank (FHLB) advances, Whole

each time that interest earned on the associated deposit is paid

sale funding and brokered deposits. These alternative funding

the deposit does not exceed the established insurance limit.
The Processor may prioritize the orders based on the type
of deposit established at the banks, the siZe of each of the

sources are both more expensive and volatile than traditional

core deposits, causing the net interest margins of the banks to
be reduced and subjecting the banks to increased risk.

at the option of the depositor or to ensure that the amount of
65

potential deposit amounts, the interest rates speci?ed by the
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banks, the geographical location of the banks, the preferences
indicated by the depositors, the preferences indicated by the

mismatches among multiple Relationship Banks in accor
dance With one embodiment of the present invention;
FIG. 4 is a block diagram shoWing hoW deposit mismatches
among multiple Relationship Banks are compensated for in
accordance With one embodiment of the present invention;
FIG. 5A is a block diagram illustrating the allocation of a

banks, the ability of the banks to establish a fully insured
deposit for a Lending Bank, or the availability of funds from
a Lending Bank (Which in turn may depend on the asset siZe
or the credit rating of the bank at Which the Lending Bank is
to make a deposit).
The established deposit insurance limit may be in accor

potential deposit amount among multiple deposits, each

dance With US. laW, regulations and rules established by the
US. Federal Deposit Insurance Corporation (FDIC), the
National Credit Union Administration (NCUA) or other

dian of custodian for the depositor.
FIG. 5B is a block diagram illustrating the establishment of
deposits by a single bank, each in exchange for a portion of a

insurance programs or the laWs, regulations and rules estab

potential deposit amount received from multiple banks.

lished by other jurisdictions.

FIGS. 6 and 7 are block diagrams that illustrate the place
ment processes used by the Interbank Deposit Placement
System in accordance With a preferred embodiment of the

established by a different bank in the name of the subcusto

In another embodiment of the present invention, a Settle
ment Account is established for each of the banks. The Pro
cessor receives multiple orders to process potential deposit
amounts. Each order includes the maturity and interest rates
of the deposits to be established for a speci?c potential

present invention; and

deposit amount. The Processor sorts by maturity the deposits
to be established based on the orders. The Processor may

20

invention.

compare the interest rate speci?ed by each bank for a poten
tial deposit amount of a particular maturity to an ERate estab
lished by the Processor for that maturity. The Processor allo
cates each potential deposit amount to deposits at multiple

banks. No deposit exceeds the established deposit insurance

FIGS. 8A and 8B, taken together, is a high-level functional
?owchart of processes used by the Interbank Deposit Place
ment System of FIG. 1 to process potential deposit amounts in
accordance With a preferred embodiment of the present
DETAILED DESCRIPTION OF THE INVENTION

1. De?nitions

25

limit. The Processor allocates each deposit to a speci?c one of

“Bank” generally refers broadly to a ?nancial institution

the banks. Through the Processor, a deposit is established for
the depositor at the bank to Which a portion of the depositor’ s
potential deposit amount Was allocated by the Processor.
Based on the interest rate offered by each bank and the ERate
that the Processor calculates, the Processor credits or debits a

that offers deposits that are insured up to an established

deposit insurance limit. The term “bank” can include, but is
30

that can provide deposits guaranteed by government-backed

Rate Bridge Payment to the Settlement Account of each bank.

deposit insurance. A bank may be a member of the Interbank

In response to each order, a proposed list of banks at Which

Deposit Service.

deposits, resulting from the allocation of the potential deposit
amounts are to be placed, is made available to the depositor.

35

“Deposit” refers to an agreement betWeen a depositor and
bank pursuant to Which the bank promises to pay the deposi
40

limited to, time deposits (CDs) and non-time demand depos
its. Without limiting the foregoing, deposits may be in uncer

name of the Processor (as subcustodian for the bank that
45

amounts made available by depositors and the bank (as
50

System in return for the orders.

ments of the invention Will be better understood When read in

conjunction With the appended draWings. For the purpose of
illustrating the invention, there are shoWn in the draWings

“Deposit Placement Failure” refers to an occurrence When
55

there are not enough banks at Which the Interbank Deposit
Placement System can establish deposits in order to ensure

full insurance coverage for all potential deposit amounts. This
generally results from a bank submitting to the Interbank
Deposit Service a very large potential deposit amount.

In the draWings:
FIG. 1 is a simpli?ed block diagram of an Interbank

“Deposit portion” or “tranche” refers to a portion of a
60

amounts for multiple banks in accordance With a preferred

embodiment of the present invention;
FIG. 2 is a block diagram illustrating an order revieW

feature of the Interbank Deposit Placement System of FIG. 1;
FIG. 3 is a block diagram shoWing the Interbank Deposit
Placement System With a settlement table for implementing
the distribution of deposits and compensating for deposit

Receiving Bank) is not allocated an equivalent dollar amount

of portions of deposits by the Interbank Deposit Placement

The folloWing detailed description of preferred embodi

Deposit Placement System that processes potential deposit

ti?cated form or certi?cated form.
“Deposit mismatch” refers to an imbalance When a bank

(as Relationship Bank) places orders With the Interbank
Deposit Placement System to process potential deposit

BRIEF DESCRIPTION OF THE SEVERAL
VIEWS OF THE DRAWING

embodiments that are presently preferred. It should be under
stood, hoWever, that the invention is not limited to the precise
arrangements and instrumentalities shoWn.

tor a particular rate of return (e.g., a ?xed or variable interest

rate) for alloWing the bank to hold and use funds received
from the depositor. The term “deposit” includes, but is not

Processor. The depositor associated With the deposit is the
ultimate oWner of the deposit. The deposit may be titled in the
placed the order) and/or in the name of the bank that placed
the order (as custodian for the depositor).

“Custodian” refers to a Relationship Bank that acts as a

custodian for depositors With respect to deposits established
through the Interbank Deposit Service.

The depositor may be offered the option of modifying the
proposed list during an established time WindoW. After the
time WindoW expires, the Processor may establish a deposit at
each bank on the list. Through the Processor, a deposit is
established for the depositor by the bank to Which a portion of
the potential deposit amount Was allocated as a deposit by the

not limited to, banks, thrifts, credit unions, savings & loans,
industrial loan companies and other depository institutions

potential deposit amount, the amount of Which does not
exceed the established deposit insurance limit.
“Depositor Agreement” refers to a legal agreement
betWeen a Relationship Bank and a depositor that authorizes

the Relationship Bank to place orders for potential deposit
65

amounts With the IDPS.

“ERate” refers to an earnings (i.e., interest) rate that may be
used in the determination of an interest plug amount or

US 8,051,004 B2
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present value payment. The ERate could be the Weighted

“Preferred broker” refers to a broker dealer entity that
facilitates or creates a secondary market for the purchase and

average for a particular maturity of the interest rates of all
orders received for a particular Placement Date for a particu

sale of deposits established through the Interbank Deposit

lar product or it could be set to an established rate such as

Service.

LIBOR.
“Established deposit insurance limit” refers to the extent to
Which a government or other entity insures a deposit or depos
its of one customer (depositor) in one bank. As an example,
the established deposit insurance limit can be in accordance

“Present value payment” or “PVP” (also knoWn as a “Rate
Bridge Payment”) refers to a payment transferred from one
bank to another to equaliZe, for each of the banks, the value of
the interest payments over the term of the deposits established

With US. laW, regulations and rules established by the US.
Federal Deposit Insurance Corporation (FDIC) or the
National Credit Union Administration (NCUA).

from the potential deposit amounts input into the Interbank
Deposit Placement System With the interest payments over
the term of the deposits that the bank (as Receiving Bank)
establishes through the Interbank Deposit Placement System.

“f” refers to an amount of funds that does not exceed the

Orders may be matched With other orders at the Interbank

established deposit insurance limit for a deposit. (For
example, With respect to a CD, “f” is equal to a principal

Deposit Placement System that have different deposit terms
and/or principal amounts. Banks may need to make/receive a
present value payment to ensure that the amount each bank

amount of funds that, together With any accrued interest over
the term of the CD, does not exceed the established deposit

places in the Interbank Deposit Placement System is equiva

insurance limit).
“Interbank Deposit Placement System” (IDPS) refers to a
system that provides an Interbank Deposit Service Whereby
orders pertaining to potential deposit amounts that are avail
able to banks Which are members of the Interbank Deposit
Service are submitted to the Processor for allocation among
deposits at multiple banks in accordance With one or more

20

bank Deposit Placement System). The present value payment
is equal to the difference in the future cash ?oWs (of both
25

algorithms.
payment made to or received from a bank to compensate for

differences among deposit terms offered by other member
30

Interest rate also may be expressed as a spread above or beloW

some agreed upon rate (e.g., T-Notes, LIBOR, or federal
funds rate) or it may consist of some earnings rate.

35

tomer account records, maintaining Settlement Accounts,
serving as issuing and paying agent on behalf of Receiving
Institutions With respect to deposits established through the
Interbank Deposit Service, and serving as subcustodian for
Relationship Banks. The functions of the Processor may be

45

performed by one or more entities.

tional deposits into the Interbank Deposit Placement System

“Receiving Bank” refers to a bank that establishes a deposit

is used to calculate the rate at Which banks lend funds to

in accordance to instructions generated by the Processor.

creditWorthy banks.

“Relationship Bank” refers to a bank to Which a potential
50

“Order” refers to a request inputted by a representative of a

Relationship Bank into the Interbank Deposit Placement Sys
tem to process a potential deposit amount made available by
a depositor so that portions of the potential deposit amount
may be allocated to multiple banks.
“Participating Bank Agreement” refers to a legal agree
ment betWeen each bank and the Sponsor that establishes the
terms for participating in the Interbank Deposit Placement

deposit amount is made available by a depositor that places an
order With the Interbank Deposit Placement System to pro
cess the potential deposit amount.
“Settlement Account” refers to an account established by a

bank With the Processor or other bank through Which all fees
55

and cash ?oWs associated With deposits established through
the Interbank Deposit Service settle.
“Settlement Date” refers to the date, usually the day after a
Placement Date, on Which the Processor establishes deposits
on behalf on banks.

System.
“Placement Date” refers to the date on Which the Interbank

Placement System that is responsible for allocating potential

40

to resolve deposit mismatch situations.
“LIBOR” (the London Interbank Offered Rate) refers to an

“Municipal CD” refers to a certi?cate of deposit purchased
by a state or local governmental entity.

ring over a period of time. This calculation is Widely knoWn to
those skilled in the art.
“Processor” refers to a component of the Interbank Deposit

responsible for one or all of the folloWing: maintaining cus

may be the Processor.

international average of offered rates for dollar deposits for a
term of maturity based on quotes from several major banks. It

“Present Value of Future Cash FloW” or “PV of Future
Cash FloW” refers to a mathematical adjustment to account
for the time value of money for a series of cash ?oWs occur

deposit amounts to multiple banks. The Processor also refers
to the component of the Interbank Deposit Placement System

“Issuing Agent” refers to an entity that issues deposits as
agent for a Receiving Bank or Surplus Bank. An issuing agent

“Lending Bank” refers to the entity (Which may be one of
many and Which may be a bank) that agrees to place addi

principal and interest payments) made by each bank, dis
counted back using the present value rate. The present value
payments are paid/received by banks on the business day after
the Placement Date.

“Interest plug” refers to a particular type of present value
banks.
“Interest rate” refers to the annualized rate of return, Which
may be ?xed and/ or variable, that a bank pays a customer in
exchange for the customer’s funds being held at the bank.

lent to the amount each bank receives (Which thereby means
that the terms that the bank established With its depositor that
made the potential deposit amount available are effectively
re?ected by the deposit that the bank receives from the Inter

60

“Sponsor” refers to an entity that operates a system to

Deposit Placement System initiates the process by Which

process potential deposit amounts, Which interface may

potential deposit amounts are allocated to deposits at multiple
banks.
“Potential deposit amounts” (also referred to herein as

include the Processor.

“funds” or “fund amounts”) refers to amounts submitted for

deposit, the amount of Which generally exceeds an estab

lished deposit insurance limit.

“Subcustodian” refers to an entity that acts as the subcus

todian for a custodian (i .e., Relationship Bank) With respect to
65

deposits established through the Interbank Deposit Service
for the depositor of the Relationship Bank. The subcustodian
may be the Sponsor or other entity.

US 8,051,004 B2
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“Surplus Bank” refers to a bank that has agreed With the
IDPS to accept deposit portion(s) in excess of deposit

As shoWn in FIG. 2, prior to each placement of customer
funds through the IDPS 100, the Relationship Bank 205 asso
ciated With the Depositor 210 makes available to the Deposi
tor 210 a proposed list of Receiving Banks that Will establish
deposits for Depositor 210. The Depositor 210 may inform
the Relationship Bank 205 of the names of Receiving Banks
at Which the Depositor does not Want to deposit funds, and in
turn, the Relationship Bank provides that information to
IDPS 100. For example, at a particular time of day (e.g., 2:30
pm. Eastern Time) on the Placement Date, the IDPS 100
provides to the Relationship Bank 205 a list of the proposed

portion(s) (if any) that it is seeking to place on a given Place
ment Date.

2. Detailed Description
The present invention offers an Interbank Deposit Service,
Which permits banks that have entered into an agreement With
a Sponsor of an interface used to arrange for the placement of
the funds of a Depositor that exceed an established deposit
insurance limit at other banks that have entered into a Partici

Receiving Banks that Will issue deposits to Depositor 210, the
proposed amounts to be deposited in each such Receiving
Bank, and a list of alternate Receiving Banks. The Depositor

pating Bank Agreement With a Sponsor. For example, a
deposit insurance limit Was established by the US. Federal
Deposit Insurance Corporation (FDIC) to insure the funds of
a depositor up to $100,000 at a bank.
FIG. 1 shoWs a simpli?ed block diagram of an Interbank

210 is offered a time WindoW (e.g., until 3:30 pm. Eastern

Deposit Placement System (IDPS) 100 that provides a Spon
sor-operated interface used to process potential deposit

posed Receiving Banks, Whereby the Depositor may then

amounts for banks 105, 120, 125 in accordance With the
present invention. Placements of funds through the IDPS 100

Time) to obtain from the Relationship Bank the list of pro
advise the Relationship Bank of the name or names of any
20

proposed Receiving Banks or proposed alternate Receiving
Banks at Which the Depositor 210 does not Want its funds

are made on a best efforts basis and each bank may be

placed. The Relationship Bank advises the IDPS 100 of the

required to pay a Sponsor of the IDPS 100 a fee for providing
the Interbank Deposit Service. The IDPS 100 does not place
a customer’s funds at a particular bank if aggregating the

at Which the Depositor 210 does not Want its funds placed.

Depositor’s determinations regarding any Receiving Bank(s)
25

resulting deposit With any other deposits placed by the IDPS

The Relationship Bank places the Depositor’s funds
through the IDPS 100, Which in turn allocates the funds to

100 into that bank on behalf of the customer Would cause the

deposits at one or more Receiving Banks in amounts that do

total deposits of the customer at the bank to exceed the estab

not exceed the established deposit insurance limit. The IDPS
100 may monitor the credit quality of the banks and may
ensure that no funds placed for a Depositor through the IDPS
100 at any one bank exceed the established deposit insurance
limit.
FIG. 3 is a block diagram shoWing IDPS 100 With a Settle
ment Account table 305 for implementing the distribution of

lished deposit insurance limit. Each Relationship Bank Will
act as custodian for its customer With respect to deposits

30

established for the customer through IDPS 100. A Sponsor of
the IDPS 100 may act as the Relationship Bank’s subcusto

dian for the deposits. A Depositor Agreement betWeen the
bank and the customer Will disclose the existence and role of

the IDPS 100, the Relationship Bank’s receipt of equivalent
deposits through the IDPS 100, and the Relationship Bank’s

35

payment of a fee to the Sponsor of the Interbank Deposit
Service.

The Interbank Deposit Service may periodically establish
the maturities of multiple deposits instruments that may be
offered through the IDPS 100. Each Relationship Bank 105,
120, 125 seeking placement of customer funds through the

potential deposit amounts and compensating for deposit mis
matches among multiple Relationship Banks 310, 320, 330,
340 in accordance With one embodiment of the present inven

40

tion. For example, Relationship Bank 310 places an order
With IDPS 100 indicating that its Depositor 315 seeks to place
$3f through IDPS 100 at an interest rate of 4.00% (the interest

rate offered by Relationship Bank 310) for a 52-Week CD (or

IDPS 100 Will establish a rate acceptable to its customer

other maturity desired by the Depositor 315). After process

(“Depositor” 115, 130, 135) for deposits in one or more

ing the order, the IDPS 100 acts as an issuing agent for

available maturities. Deposits may compound interest daily

45

Relationship Banks 320, 330, and 340, and issues three sepa

50

rate deposits each of Which is in an amount ($f) that With
accrued interest Will not exceed the established deposit insur
ance limit ($f). Each CD issued by IDPS 100 Will be issued to
the Processor as subcustodian for Relationship Bank 310.
Settlement Account table 305 is used to track the transfer of

(or at such other frequency as may be established) and depos
its With shorter maturities may pay interest at maturity. For

deposits With longer maturities, the Depositor may select an
end of month payment or payment at maturity and may be
able to select additional payment options at a later date. The
Depositor’s funds Will be submitted to the IDPS 100 for
placement at Receiving Banks on the terms agreed to by the

funds and is adjusted (through the Rate Bridge Payment cal
culation) for differences in the interest rates offered by each of
the Relationship Banks 320, 330 and 340 When compared to
the interest rate (ERate) determined by the IDPS 100.

Depositor 115, 130, 135 and the Depositor’s Relationship
Banks 105, 120, 125. When an order to process a potential

deposit amount is placed by Relationship Bank 105, the IDPS
100 allocates the deposit portions to Receiving Banks 120 and

55

125. Receiving Banks 120 and 125 Will establish through the
IDPS 100 a deposit for Depositor 115 (a Depositor of Rela

310, for Which multiple deposits having a 52-week maturity

tionship Bank 105). When an order to process a potential

deposit amount is placed by Relationship Bank 120, the IDPS
100 allocates the deposit to Receiving Bank 105. Receiving
Bank 105 Will establish a deposit for Depositor 130 (a
Depositor of Relationship Bank 120). When an order to pro
cess a potential deposit amount is placed by Relationship
Bank 125, the IDPS 100 allocates the deposit to Receiving
Bank 105. Receiving Bank 105 Will establish a deposit for

Depositor 135 (a Depositor of Relationship Bank 125).

Present Value Payments (PVPs) are credited or debited to

and from the Settlement Accounts of each bank. For example,
if the ERate determined by the IDPS 100 is 4.50% and Bank

60

are established, offers an interest rate of 4.00%, the Settle
ment Account of Bank 310 Will be updated to re?ect the Rate

Bridge Payment. The DepositorAgreements Will disclose the
possible payment and/or receipt of a PVP by banks arising
from reciprocal deposits through the Interbank Placement
Service.
65

The Processor may calculate the amount of a payment to

compensate for differences betWeen the offered deposit inter
est rate and the ERate determined by the Processor.
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deposit portions equivalent to the value of orders it input into
IDPS 410, the Relationship Bank 420 is “made Whole.”
Relationship Bank 430 receives from IDPS 410 via path
492, three deposit portions each valued at $f and associated
With potential deposit amounts placed by customers 455, 470
and 480. Since Relationship Bank 430 only received $3f of
deposit portions and the value of orders it input into IDPS 410

The amount of the payment may be determined based on:

(1) the ERate determined by the Processor;
(2) the offered deposit interest rate;
(3) the amount of the speci?c deposit portion;
(4) a number of times during a predetermined time period
that earnings on the speci?c deposit portion are to be com

pounded;

Was $5f, a “mismatch” 498 occurs. Due to “mismatch” 498,

(5) a number of times that the predetermined time period is

the Relationship Bank 430 is not “made Whole” and thus an

to occur;

additional $2f of funds is deposited into Relationship Bank
430 by Lending Bank 495 through IDPS 410.
Relationship Bank 440 receives from IDPS 410 via path
494, three deposit portions each valued at $f and associated
With potential deposit amounts placed by customers 455, 465

(6) a payout frequency of earnings on the speci?c deposit
portion; and
(7) an established discount rate.
The established discount rate may be the applicable Lon
don Interbank Offered Rate (LIBOR) or a derivative thereof.

and 480. Since Relationship Bank 440 received a total value

FIG. 4 is a block diagram showing hoW deposit mismatches

of deposit portions equivalent to the value of orders it input

among multiple

into IDPS 410, the Relationship Bank 440 is “made Whole.”
Relationship Bank 450 receives from IDPS 410 via path
496, tWo deposit portions each valued at $f and associated

Relationship Banks are compensated in FIG. 4 according
to one embodiment of the present invention. Although FIG. 4
depicts funds as ?oWing from the bank to IDPS 410, and vice
versa, it should be understood that, in a preferred embodi

ment, all such fund transfers may be implemented by credit
ing or debiting SettlementsAccounts 416 established for each
of the Relationship Banks.
On a date speci?ed by the Sponsor of the IDPS 410 (the
“Placement Date”), the Processor 412 in the IDPS 410 Will

20

470. Since Relationship Bank 450 received a total value of

deposit portions equivalent to the value of orders it input into
IDPS 410, the Relationship Bank 450 is “made Whole.”
For each speci?c Relationship Bank 420, 430, 440, 450, the
25

compare the orders placed by each Relationship Bank 420,
430, 440, 450 submitting orders to process potential deposit

IDPS 410 allocates at least some of the deposit portions so as
to minimiZe or eliminate the difference betWeen the total

amount of potential deposit amounts for Which the speci?c
Relationship Bank 420, 430, 440, 450 placed orders into the
IDPS 410 and the total amount of deposit portions allocated to

amounts and sort the orders based on the maturities of the

deposits being sought by the Depositors. The orders submit
ted for processing by each Relationship Bank 420, 430, 440,

With potential deposit amounts placed by customers 460 and

30

the speci?c Relationship Bank 420, 430, 440, 450 by the
IDPS 410. The amount of each speci?c deposit portion is no

450 on a particular Placement Date Will ?rst be allocated for

greater than the established deposit insurance limit.

deposits at other Relationship Banks submitting funds to the
IDPS 410 forplacement in deposits of the same maturity. If all
of the orders submitted by Relationship Banks to the IDPS

speci?c Relationship Bank 420, 430, 440, 450 is less than the

If the total amount of deposit portions allocated to the
35

the IDPS 410, the IDPS 410 calculates an amount of addi

tional funds to be deposited by the Lending Bank into the
speci?c Relationship Bank 420, 430, 440, 450 and directs the

potential deposit amounts cannot be placed or, in the altema
tive, place the excess funds as described beloW.
FIG. 4 shoWs an example in a system 400 Where a “mis

total amount of potential deposit amounts for Which the spe

ci?c Relationship Bank 420, 430, 440, 450 placed orders into

410 cannot be processed on a particular Placement Date, the
IDPS 410 Will either inform the Relationship Bank that

match” occurs and Relationship Banks 420, 430, 440, 450,

movement of such additional funds to the speci?c Relation
ship Bank 420, 430, 440, 450 so that the difference is mini

are “made Whole” through the addition of deposits from a

miZed or eliminated.

40

Lending Bank. Under the assumption that all deposit terms
offered by each of the Relationship Banks 420, 430, 440, 450,
are the same, no present value payments are transferred.

For Surplus Bank 497,1DPS 410 in transaction 499 assigns
45

Relationship Bank 420 receives a potential deposit amount
of $2f from customer 455. Relationship Bank 420 inputs an
order into IDPS 410 to process a $2f potential deposit

In some cases on a Placement Date, a bank may elect to be

only a Receiving Bank, in this capacity a Surplus Bank. The
IDPS 100 may have pro?ts or losses in connection With

amount.

Relationship Bank 430 receives a potential deposit amount
of $3f from customer 460, and a potential deposit amount of
$2f from customer 465. Relationship Bank 430 inputs orders
into IDPS 410 to process potential deposit amounts totaling

50

as subcustodian for the Relationship Bank, one or more
deposits, each in an amount not to exceed the established
55

IDPS 410 Will be both a Relationship Bank (With respect to
orders it places on behalf of its depositors) and a Receiving
60

475. Since Relationship Bank 420 received a total value of

Bank (With respect to deposit portions it accepts through
IDPS 410). On a Placement Date, a Surplus Bank may be both
a Relationship Bank and a Receiving Bank or only a Receiv

ing Bank.

amount.

Relationship Bank 420 receives from IDPS 410 via path
490, tWo deposit portions each valued at $2f and associated
With potential deposit amounts placed by customers 460 and

deposit insurance limit on the terms established for the depos

its by the Relationship Bank and its Depositor. On each Place
ment Date, a bank that places Depositor funds through the

$3f.
Relationship Bank 450 receives a potential deposit amount
of $2f from customer 480. Relationship Bank 450 inputs an
order into IDPS 410 to process a $2f potential deposit

placement of potential deposit amounts at Surplus Banks.
Each bank accepting deposits through the IDPS 410 (in this
capacity, a “Receiving Bank”) on the day folloWing a Place
ment Date (the “Settlement Date”) Will issue to the Sponsor,

$5f.
Relationship Bank 440 receives a potential deposit amount
of $2f from customer 470, and a potential deposit amount of
$f from customer 475. Relationship Bank 440 inputs orders
into IDPS 410 to process potential deposit amounts totaling

to Surplus Bank deposit portions associated With potential
deposit amounts placed by customers 460, 465, totaling $2f.

FIG. 5 is a block diagram illustrating the partitioning of a
65

potential deposit amount of a depositor into multiple deposits
issued by different banks (Receiving Banks) to the subcusto
dian for Bank A. (Bank A is the custodian for Bank A’s
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customer). FIG. 5B illustrates the deposits issued by BankA

100 a PVP 660 representing any excess of the interest rate

to the subcustodian for Banks B-M. FIGS. 5A and 5B illus
trate hoW Bank A is “made Whole”.
FIGS. 6 and 7 are block diagrams that illustrate the place
ment processes used by the IDPS 100 in accordance With the

negotiated betWeen the Surplus Bank 605 and the IDPS 100
over the applicable ERate or receive from the IDPS 100 a PVP

660 representing any excess of the applicable ERate over the

rate negotiated betWeen them.

present invention. Placements of customers’ funds through

For each deposit a Surplus Bank agrees to establish for a

the IDPS Will not necessarily be made on a one-to-one basis.

A Relationship Bank placing $1,000,000 of the funds of a
Depositor through the IDPS With eleven Receiving Banks on

Relationship Bank’s Depositor, the IDPS 100 Will request a
bank With Which the IDPS 100 has established a credit facility
(“Lending Bank” 600) to make a deposit at a Relationship

a particular Settlement Date may, as a Receiving Bank, issue

Bank 615 in an amount equal to the amount of the unmatched

deposit placed With the Surplus Bank 605. The Relationship

fourteen deposits With aggregate principal amounts of
$1,000,000 to the Depositors of fourteen other Relationship

Bank 615 Will establish a deposit for the Lending Bank 600
With an interest rate equal to the applicable ERate. The Lend
ing Bank 600 may in its discretion place deposits in excess of

Banks. There may be little or no overlap betWeen the banks,

acting as Receiving Banks, at Which the Relationship Bank
places funds and the banks, acting as Relationship Banks, to
Which the Relationship Bank, acting as a Receiving Bank,
issues deposits. (See also FIGS. 5A and 5B).
On any Placement Date, variances may exist betWeen the
interest rate a Relationship Bank is Willing to pay to its
Depositor on a deposit and the interest rate other Relationship
Banks are Willing to pay to their Depositors on deposits of

equal maturity. These differences Will be reconciled by a
one-time present value payment (“PVP”). The PVP is calcu
lated by the IDPS 100 by comparing the interest rate that the
Relationship Bank has established With its Depositor (and
that the Depositor is receiving on deposits issued by the
Receiving Banks) With an “ERate” established by the IDPS

the established deposit insurance limit With any Relationship
Bank 610, 615.

20

All funds Will be transferred and deposits established on
the Settlement Date. In addition to a bank’s agreement With
the Sponsor pursuant to Which the Sponsor Will serve as the
bank’s subcustodian When the bank is acting as a Relation

25

ship Bank, each bank Will also enter into an agreement With
the Sponsor to act (i) as the bank’s issuing agent When it is a
Receiving Bank and (ii) as settlement bank for payments in
connection With each deposit the bank has issued as a Receiv
ing Bank and each deposit the bank is holding as custodian for

its Depositors as a Relationship Bank. Among other things,
these arrangements betWeen the banks and the Sponsor per

mit deposits issued by Receiving Banks and funds placed by

100 as described beloW. It could also be determined by other
means. The ERate Will be determined on each Placement

Date based on the volume Weighted average interest rate of

30

the deposits of each maturity placed through the IDPS 100 on
that Placement Date. A Relationship Bank Will pay or receive
a PVP based upon the difference, if any, betWeen the interest
rate established With its Depositor, and the ERate. The IDPS

100 may also permit deposit maturity mismatches betWeen

The Processor, through the IDPS 100, Will provide each
bank that is issuing a deposit and/or transferring funds on a
Settlement Date With settlement instructions and supporting

reports setting forth (i) the principal amount, rate, maturity
35

deposits issued by Relationship Banks and deposits issued by
Receiving Banks that Would be reconciled by procedures

and payment terms of each deposit the Processor Will issue as

issuing agent for the bank, (ii) the principal amount, rate,
maturity and payment terms of each deposit to be issued to the
subcustodian of the bank, and (iii) the amount of funds, if any,

developed by the IDPS 100.
As set forth above, the IDPS 100 Will ?rst seek to match the

funds submitted for placement by one Relationship Bank
With the funds submitted for placement by other Relationship

Relationship Banks through the IDPS 100 to be netted on the
Settlement Date.

to be transferred to or received in bank’ s Settlement Account.
40

In general, a bank transferring funds through the IDPS 100 on
a Settlement Date (as Relationship Bank) Will also issue

Banks on the same Placement Date. As a result, banks that are

deposits (as a Receiving Bank) in aggregate principal

not submitting funds for placement typically Will not be able
to receive funds submitted for placement by a Relationship

amounts equal to the funds it transfers and, therefore, Will
generally make or receive netted payments through its Settle
ment Account re?ecting placement fees and PVPs. In addi

Bank. HoWever, if on any Placement Date some or all of the

45

funds a Relationship Bank has submitted for placement

tion to the netted amounts, a Surplus Bank 605 Will receive

through the IDPS 100 are not matched With funds submitted

the principal amount of the deposit(s) it issued to Depositors.
After the Settlement Date, the Issuing Agent for Bank 610

for placement by other Relationship Banks, the unmatched
funds may be placed in amounts not to exceed the established
deposit insurance limit at banks that are Willing to accept

(as Receiving Bank), through the IDPS 100, Will provide
50

deposits in excess of the funds they have submitted for place
ment through the IDPS 100 on that Placement Date or at

banks that are Willing to accept deposits and have not submit
ted any funds for placement through the IDPS 100 on that

Placement Date (in this capacity each, a “Surplus Bank” 605).

55

The IDPS 100 Will have discretion on any Placement Date to

select the banks that Will receive funds as Surplus Bank 605
and may negotiate With the Surplus Bank 605 the interest rate
that the Surplus Bank 605 Will pay for deposits.
Referring to FIG. 6, on each Placement Date that a bank
agrees to accept deposits as a Surplus Bank 605, it Will act as
a Receiving Bank. It Will issue a deposit(s) to the subcusto
dian for Relationship Bank 610 and Will pay or receive a PVP
650 based on the difference betWeen the interest rate(s) the

60

Relationship Bank 610 agreed to With its Depositor 620 and

65

the ERate, as determined by the IDPS 100 on the Placement
Date. In addition, the Surplus Bank 605 may pay to the IDPS

Bank 610 and the subcustodian for Bank 615 With instruc

tions and supporting reports With respect to payments in
connection With the deposits issued by Bank 610. The sub
custodian for Bank 615, through the IDPS 100, Will provide
reports to Bank 615 (as custodian) With respect to each
deposit it is holding for a Depositor 625. Any payments oWed
on the deposits established by a bank (as a Receiving Bank)
Will be netted against payments oWed on the deposits it is
holding as custodian for its depositors and Will be paid to or
received in the bank’ s Settlement Account. Requests for early
WithdraWal of the deposit Will be made through the IDPS 100

by a Relationship Bank, and payments of WithdraWal pro
ceeds, minus any penalties, Will be made by a Receiving Bank
into its Settlement Account and received by a Relationship
Bank in its Settlement Account.
Referring to FIG. 7, a Depositor that has funds in an

amount that exceeds the established deposit insurance limit,
but Wishes to have all of the funds eligible for established

US 8,051,004 B2
13

14

deposit insurance, Will enter into an agreement With a Rela

In another embodiment, placement of funds only occurs
betWeen deposits having the same maturity, such that (for

tionship Bank (the “DepositorAgreement”) to place potential

example) a bank submitting customer funds to be placed in a
13-Week CD to the IDPS 1 00 only receives 13 -Week money in

deposit amounts With one or more banks in amounts not to

exceed the established deposit insurance limit. The Relation
ship Bank 705, 710, 715, 710 Will agree to act as agent for

exchange. Alternatively, the Interbank Deposit Service may

Depositor 725, 730, 735, 740, respectively, in placing the

be implemented to permit and facilitate the transfer of one
maturity of deposit for another, or facilitate the transfer of

order to process the Depositor’s potential deposit amounts
through the Interbank Deposit Placement System. The Rela

non-maturity deposits. The Interbank Deposit Service may
also implement uniform practices and procedures for han

tionship Bank 705, 710, 715, 720 Will agree to act as the

dling early WithdraWals.

custodian for the Depositor 725, 730, 735, 740, respectively,
in holding the deposits established by the Receiving Banks.
The Relationship Bank 705, 710, 715, 720 (as Receiving
Bank) Will issue a deposit to the subcustodian for each Rela
tionship Bank from Which a deposit portion has been allo
cated by the Interbank Deposit Placement System. For
example, Relationship Bank 710 is allocated funds from a
depositor of Relationship Bank 720. In transaction 750, Rela
tionship Bank 710, as Receiving Bank, Will issue a deposit to
the subcustodian for Relationship Bank 720. No physical
documents evidencing the deposits are issued. Instead, the

The IDPS 100 may allocate funds among multiple banks
pursuant to one or more algorithms. For example, the algo

rithm used for allocating funds is chosen to reach goals such
as:

(1) Minimizing the total number of Deposit Mismatches/

Deposit Placement Failures;
(2) Maximizing the percentage of Lending Bank deposits
that are fully insured; and
(3) Reducing the average net present value payment made
20

deposits are recorded on records of the Receiving Bank in the
name of the subcustodian for the Relationship Bank. The
Processor maintains records of the deposits issued for each

Depositor.
If a Depositor Wishes to reinvest the funds from a maturing

25

deposit, the Depositor may so instruct the Relationship Bank
and the Relationship Bank may resubmit the funds for place

est rate, and then does the same With the bank submitting the
third largest potential deposit amount and same or similar
interest rate, and so on. In such an embodiment, a “similar”
30

interest rate might be an interest rate Within a speci?ed range

of the interest rate of the potential deposit amounts being
allocated.

All payments With respect to the deposits issued by Receiv

ing Banks Will be made by Receiving Banks to Relationship
Banks through the Processor. The Relationship Bank, in turn,

In yet another embodiment, the placement operation is
conducted for products having a given maturity as folloWs.

Will credit the funds to the account of the Depositor or dis

burse them at the Depositor’s direction.
In one embodiment, the IDPS 100 Will generally not place

tial deposit amounts and sWaps the ?rst tranche (in some
amount up to the established deposit insurance limit) With a
similar siZed tranche from a bank With the second largest
potential deposit amount that earns the same or similar inter

ment through the IDPS 100 as a neW placement, in Which case

the funds may be deposited at the Receiving Bank that issued
the maturing deposit or at a different Receiving Bank.

by each bank.
In yet another embodiment, for a given number of banks,
the algorithm selects, Within each maturity, the largest poten

35

First, all of the excess customer funds from each Relationship
Bank are submitted to the IDPS 100 and divided into tranches.

deposits With a bank on any Placement Date on Which the

Second, the average interest rate offered by each bank on the

bank is not submitting deposits of a Depositor for placement

funds submitted to the IDPS 100 is determined. In an embodi
ment, the interest rate so determined is a Weighted average.
Third, an ERate is selected based on the determinations in
step tWo above. In one embodiment, the ERate is the average

through the IDPS 100. HoWever, on Placement Dates When
there is an excess of deposits to be placed through the IDPS
100 that cannot be placed in amounts under the established

deposit insurance limit at the banks submitting orders, the
IDPS may, in its sole discretion, offer funds to Surplus Banks.
The interest rate on these unmatched deposits Will be estab
lished by the IDPS 100 With each Surplus Bank through a
procedure established by the Processor. Although a bank
accepting such funds Will be acting as a Surplus Bank, it Will

40

value determined in step tWo. Fourth, the IDPS 100 deter
mines an ordering for the banks based on the closeness of the
45

establish deposits in the same manner as if it Were a Receiving

Bank, including paying or receiving a PVP to reconcile vari
ances With the ERate, and Will have the same obligations With
respect to the deposits as a Receiving Bank. The Surplus Bank

50

may pay to the IDPS 100 any excess of the interest rate

negotiated betWeen the Surplus Bank and the IDPS 100 over
the applicable ERate and may receive from the IDPS 100 any
excess of the applicable ERate over the rate negotiated
betWeen them. The Interbank Deposit Service enables each
bank to continue setting its oWn deposit terms (e.g., interest
rates), Which re?ect the demand of the bank for funds and

55

Other embodiments employ similar algorithms, except that
these algorithms match tranches ?rst With tranches from
banks Whose interest rates are closest to the ERate. Matching
in this manner tends to reduce the amount of Rate Bridge

payments that must be made through the IDPS 100.
60

Other possible algorithms for the placement operation are
apparent to those skilled in the art. In some placement opera
tions, a standard tranche siZe is determined and used, and
equal-sized tranches are matched among banks. The standard
tranche siZe is at or, more often, beloW the established deposit

for every transaction. In one embodiment, the fee is a speci

?ed number of basis points per dollar transferred through the
IDPS 100. In another embodiment, the fee is loWer for shorter
term deposits (i.e., 4-Week versus 52-week deposits).

banks Whose interest rates are the furthest from the ERate. For
example, the ?rst tranche can be sWapped With a tranche from
a deposit in a bank Whose interest rate is the highest above the
ERate, and the second tranche can be sWapped With a tranche
from a deposit in a bank Whose interest rate is the loWest

beloW the ERate, and so on. Sixth, the second largest deposit
from the bank is allocated through the IDPS 100, and so on.

local market conditions. This mechanism ensures that loW

cost funds passed through the IDPS 100 bene?t the banks that
placed customer funds through the IDPS 100.
In one embodiment, the Sponsor(s) associated With the
Interbank Deposit Service may receive a fee from each bank

interest rate of each bank to the ERate. Fifth, the largest
deposit from the bank With an interest rate closest to the ERate
is allocated through the IDPS 100. The tranches that make up
this deposit are sWapped With tranches from customers at

65

insurance limit, such that any deposit formed from a tranche,

With interest (if any), is fully insured. In such embodiments,
each excess deposit is divided into standard siZe tranches, and
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any remainder (“a remainder-tranche”) may be dealt With by

Mismatches are minimiZed by balancing the maximum
siZe of the potential deposit amounts that may be submitted
With the number of banks and the frequency of the Placement
Dates. In spite of such measures, mismatches can be expected

matching it With other, like-siZed remainder-tranches, or as an
unmatched deposit pursuant to a mismatch resolution proce
dure. A goal may be to maximize the siZe of the individual
tranches, as Well as minimizing the total number of tranches.
The choice of Which algorithms to use for the placement

to occur.

To ensure full deposit insurance coverage, a portion (e.g.,
$f) of a $1,000,000 potential deposit amount that Was mis
matched in its entirety is placed With a Surplus Bank in an

operation and/or for determining tranche siZe may depend on
the particular deposit terms of the excess deposits submitted
to the IDPS 100 for allocation. The placement operation may
require one-to-one placements Where a tranche from one
bank is sWapped With a like-siZed tranche from another bank.
In other embodiments, one-to-one placements are not neces
sary. For example, a ?rst customer from a ?rst bank receives
a deposit from a second bank, a second customer from the
second bank receives a deposit from a third bank, and a third
customer from the third bank receives a deposit from the ?rst
bank. In this example, each bank has contributed a tranche to
the IDPS 100, and each bank has issued a deposit to the
customer of another bank.
The customer is responsible for ensuring that he or she is

amount that is no more than the established deposit insurance

limit. The Surplus Bank is required to assume responsibility
for issuing a deposit to the customer Who deposited the poten
tial deposit amount at the Relationship Bank, as Well as pay
ing or receiving interest through the IDPS 100 as an upfront
present value payment, or, alternatively, as a How of funds

over time. The remaining portions of the $1,000,000 mis
match are similarly placed With other Surplus Banks.
In order to return to the Relationship Bank the same

amount of deposits that the Relationship Bank placed into the
20

IDPS 100, the IDPS 100 arranges for a Lending Bank to

fully covered by deposit insurance in all deposits (as is cur

deposit $1,000,000 or portion thereof into the Relationship

rently the case With all other bank accounts) but the IDPS 100
attempts to ensure that the deposits transferred through the
IDPS 1 00 are fully insured. Each customer may be required or
requested to identify, at the time he or she places a deposit,
information to the IDPS 100 regarding all banks in Which it
otherWise does not Want to place deposits (Which Would

Bank in exchange for a deposit at the ERate. The deposit
placed by the Lending Bank has the effect of providing a
25

or loss associated With a mismatch.

include all banks in Which the customer maintains an

account). In situations Where the initial run of the algorithm
places a deposit in a bank Where a particular customer has
already insured deposits, the IDPS 100 reallocates such neW

30

deposit to another bank.

The IDPS 100 can also facilitate the secondary market sale
of deposits by customers. Although as a result of operation of
the IDPS 100 a customer may hold multiple deposits in mul
tiple banks, the customer may use the Relationship Bank to
sell some or all of the deposits on a secondary market prior to

At the initial implementation of the invention in a given

market, the IDPS 100 may initiate the placement algorithm
only one day per Week (the Placement Date). In a vigorous
market, more frequent, and ultimately, multiple and/or con

source of liquidity to the IDPS 100.
The Lending Bank and the IDPS 100 may have an under
standing or a contract that governs hoW to split the total return

their maturity. For example, a customer holds $1,000,000 in

tinuous daily placements may take place.

deposits that it obtained through the Interbank Deposit Place
ment System, e.g. ten deposits of $100,000 issued by ten
different banks. For the purposes of this example, it is

Municipal deposits (a deposit of a state or local govem
mental entity) can receive special treatment using the IDPS
100. For example, in the United States many states and

assumed either that the interest does not accumulate in the
account holding the deposit, or that the insurance limit is in
excess of $100,000. The customer instructs the Relationship

35
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municipalities require as a matter of local or state laW or as a

Bank to sell $200,000 of the deposits. The Relationship Bank

matter of preference or practice that their deposits be placed

takes the sell order and conveys the sell order to a Preferred

With ?nancial institutions located in or doing business Within
the state, county or municipality. Accordingly, the IDPS 100

Broker to sell tWo of the $100,000 deposits. The Preferred

ence speci?ed by the customer, and/ or automatically in accor

Broker matches the customer to one or more buyers and
consummates the sale. The Preferred Broker may maintain a
secondary market in such deposits so as to facilitate transac
tions. If so, and When necessary, the Preferred Broker may

dance With applicable laW. When the local market might be

purchase the deposits itself, selling them to the highest bidder

can direct such municipal funds to banks Within the state or

45

community Where they originated, either based on a prefer
very small, the IDPS 100 may reserve the right to reject or
limit orders to process potential deposit amounts of munici
palities until such time as it is able to ?nd acceptable local

at a later date.
50

The Preferred Broker noti?es the IDPS 100, Which, as the
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agent for the Relationship Bank (and indirectly for the cus
tomer), transfers the oWnership of $200,000 in deposits to the
buyer(s). The Processor may make the appropriate changes to
the books and records it maintains associated With the depos
its. The Preferred Broker becomes the agent of the buyer(s),

placements.
In the case of very large potential deposit amounts, the
IDPS 100 may utiliZe one of several possible mechanisms to
ensure that all the interest earned on such deposits remains

fully covered by deposit insurance (for example, by allocat

With the IDPS 100 as the agent of Preferred Broker.
The Relationship Bank may collect a service fee. The Pre
ferred Broker may receive a commission. The IDPS 100 may
receive a transaction fee (Which may be dependent on the siZe

ing interest payments in deposits among approved banks that
did not receive portions of the potential deposit amount (i.e.,

principal)).
The present invention can further encompass various
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means for handling deposit mismatches. Deposit mismatches

an order placement engine that executes an order placement
process. The order placement process utiliZes a sophisticated
algorithm that automatically matches orders based on a pre

(or “unmatched deposits”) can occur When a bank transfers

deposits through the IDPS 100 and there are not enough other
eligible banks With Which the IDPS 100 can place funds. This
is most likely to occur When a bank transfers through the

of the commission/ spread of the Preferred Broker).
In accordance With the present invention, the IDPS 100 is
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de?ned set of rules. This ensures an order placement and

IDPS 100 large potential deposit amount, Whether from one

execution utility that seeks to optimiZe, inter alia, three dif

or many customers.

ferent variables:

