Worksheet 4

Arbitrage Profit/ Gain =  - Principal
The two-point arbitrage is also called as geographical arbitrage
The three-point arbitrage is also called as triangular arbitrage
While calculating arbitrage keep the following things in mind:
· Ensure both the quotations are similar while calculating the arbitrage
· Assume capital of 1 million whenever it is not mentioned 
· Identify Identified Bid and Identified Ask
· Use formulae of arbitrage with respect to given in a question
· Ensure the capital and profit should be in same currency
· The arbitrage value should be two places to decimal


Q.6)  Calculate the numericals associated arbitrage 
1) Bank A quotes USD/INR 40.2350 - 40.2400 and Bank B quotes USD/INR 40.2425-40.2475. Identify and calculate arbitrage profit.
2) Bank A quotes GBP/CAD 1.9378 – 1.9388 and Bank B quotes GBP/CAD 1.9398 – 1.9404. Identify and calculate arbitrage gain.
3) Identify and calculate the arbitrage gain if USD/CHF 1.3725 - 1.3735 and CHF/USD 0.7215 – 0.7225.

Whenever capital is specified in the question the formula for calculating arbitrage will be 
Arbitrage Gain/Profit = (Principal * Identified Bid) - (Principal * Identified Ask)

4) If Bank A is trading USD/CHF quotation at 40.1625 – 40.1665 while Bank B is quoting it as 40.1695 – 40.1735. Identify and calculate arbitrage gain if both the quotations are valid for USD 1 Million only.

While calculating the triangular arbitrage, we cross the first two quotations to calculate the third quotation and calculate arbitrage using the crossed calculated arbitrage and the third quotation.

5) USD/CHF 1.3705 – 1.3715
GBP/USD 1.9355 – 1.9365
GBP/CHF 2.6500 – 2.6510
Identify and calculate triangular arbitrage.

6) Identify and calculate triangular profit if 
CAD/ZAR 1.1685 - 95
CAD/CHF 1.3785 – 95
ZAR/CHF 1.1885 – 95

7) Identify if arbitrage exists and calculate the same from the following quotations.
EUR/GBP 1.3132
GBP/SGD 1.4733
EUR/SGD 1.9332

8) Solve the following quotations:
Trader A 1.5183 – 93 USD per NZD
Trader B 6.4825 – 25  AUD per USD
Trader C 9.8300 -00 AUD per NZD
Establish if opportunity for arbitrage exists and if yes and calculate profit on capital AUD 1 Million using synthetic mechanism.

9) A dealer in Paris is trading 
GBP per EUR 0.8540 – 0.8550
JPY per EUR 120.9000 – 121.4000
What is expected rate for GBP in terms of JPY in London? If the prevalent rate in London is JPY per GBP 142.5000 – 143.0000.Identify and calculate arbitrage gain.

10) Identify the arbitrage profit if
1 BRL = USD 1.5393 – 03
1 USD = RUB 0.9790 – 00
1 BRL = RUB 1.5100 – 10

11) A Bank in Bengaluru offers USD/INR 54.3820 while Bank in San Francisco is 100 INR/USD 1.8390. Calculate the arbitrage from the following quotations.

[bookmark: _GoBack]12) A Bank in Chennai is offering the rate of USD/INR  53.7810-60 and a Bank in Seattle is quoting 100INR/USD 1.8598 – 03. Identify if any advantage can be derived from these quotes.

13) Calculate arbitrage profit in New York the rates are 
1 USD = GBP 0.5880 – 90
1 USD = CAD 1.1003 – 13
And in Toronto the rate is GBP/CAD 1.8685 – 1.8695.
 14) Calculate arbitrage profit in Boston the rates are 
USD /GBP 0.6530 – 0.6540
USD/CAD 1.0408 – 1.0418
And in Toronto the rate is GBP/CAD 1.5895 – 1.5908.

Page 2 of 3

