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Some	of	the	bloggers	and	website	owners	also	provide	video	and	audio	summaries,	as	well.Subscription	Services	and	Book	AppsIt’s	possible	to	find	chapter	summaries	of	books	available	through	subscription	services,	as	well	as	book	apps.	Known	as	“trading	at	a	forward	discount,”	in	this	case	you	pay	a	lower	exchange	rate	for	a	forward	outright
trade	than	for	a	spot	trade.		The	table	below	displays	swap	points	for	the	EUR/USD	currency	pair	for	a	series	of	forward	delivery	dates.	Just	about	any	forex	trader	who	holds	overnight	positions	past	5	p.m.	NY	time	has	had	to	deal	with	tomorrow/next	(tom/next)	rollovers.	Also,	the	offer	side	swap	points	for	a	1-month	EUR/USD	forward	are	7.548	pips
or	0.0007548,	since	each	pip	in	EUR/USD	corresponds	to	0.0001	in	the	exchange	rate.		Using	that	information,	the	indicative	quote	a	forex	dealer	might	show	its	client	for	the	offer	side	on	1	month	forward	outright	rate	for	EUR/USD	would	be	1.18786+0.0007548	=	1.1886148.		Swap	points	in	pips	for	standard	forward	outright	tenors	for	EUR/USD.	In
this	ideal	situation,	forward	cover	rates	for	forex	risk	allow	for	no	net	profit	given	prevailing	deposit	interest	rates.		In	contrast,	the	theory	of	“Uncovered	Interest	Rate	Parity”	(UIP)	states	that	the	interest	rate	differential	between	2	countries	should	equal	the	relative	exchange	rate	shift	among	their	national	currencies	over	a	given	period.		UIP	implies
that	the	return	expected	from	a	domestic	asset	will	equal	that	of	a	similar	foreign	asset	after	you	adjust	for	forex	rate	changes.		The	UIP	theory	can	be	used	by	academic	economists	and	market	analysts	to	forecast	future	foreign	exchange	rates,	although	the	limited	evidence	supporting	it	suggests	it	represents	little	more	than	an	educated	guess	of
what	rational	expectations	for	future	foreign	exchange	rates	should	be.		IRP	Arbitrage	Requires	More	Than	Research	If	you	want	to	engage	in	IRP	arbitrage,	you	must	do	your	research	and	understand	the	math	involved	so	that	you	have	a	good	idea	of	when	interest	rates	and	forex	forward	rates	are	sufficiently	out	of	alignment	to	create
opportunities.			Keep	in	mind	that	arbitrage	to	exploit	temporary	misalignments	between	the	interest	rate	and	forex	forward	markets	is	typically	performed	by	professional	traders	working	at	major	money	center	banks.	A	few	popular	pairs,	like	USD/CAD,	frequently	trade	for	value	“tomorrow,”	“tom,”	or	“funds,”	which	are	1	business	day	from	the
trade	date.		In	contrast	to	spot	rates,	forward	outright	rates	or	simply	“forward	rates”	are	exchange	rates	for	a	currency	pair	for	any	value	date	that	is	not	the	normal	spot	or	funds	value	date	for	that	particular	pair.		In	the	Interbank	forex	market,	forward	outright	transactions	can	be	quoted	on	and	executed	for	virtually	any	future	delivery	date.
Furthermore,	“Covered	Interest	Rate	Parity”	(CIP)	refers	to	an	equilibrium	situation	in	the	relationship	between	spot,	forward	and	interest	rate	markets	when	no	opportunity	for	forward	contract/interest	rate	arbitrage	is	available.	Some	present	notes,	reflections,	and	reviews	that	their	readers	can	comment	on,	discuss,	or	reflect	on.	Follow	these
guidelines	to	learn	where	to	find	book	summaries	online.Websites	and	BlogsMany	websites	and	blogs	offer	summaries	of	chapters	in	books	for	free	to	their	readers.	This	circumstance	is	known	as	“trading	at	a	forward	premium,”	and	it	means	you	pay	a	higher	outright	exchange	rate	for	the	currency	pair	for	delivery	on	that	forward	date	versus
delivery	on	the	nearer	spot	date.		If	the	opposite	situation	arises,	then	the	swap	points	will	be	negative.	In	the	forex	market,	currencies	trade	in	pairs	at	a	particular	rate	of	exchange	or	“exchange	rate”	for	immediate	delivery	as	soon	as	is	practically	possible.		For	most	currency	pairs,	that	immediate	delivery	date	is	known	as	“value	spot,”	which	is
derived	from	the	phrase	“on	the	spot”	and	lies	2	business	days	in	the	future	from	the	trade	date.	A	possible	sequence	of	transactions	that	might	take	place	in	an	arbitrage	transaction	based	on	IRP	could	include	the	following:		Borrow	the	currency	with	the	lower	interest	rate.Convert	the	borrowed	money	into	the	higher	interest	rate	currency	using	a
spot	transaction.Invest	the	higher	interest	rate	currency	proceeds	into	an	interest-bearing	asset	from	its	native	country.Buy	the	lower	interest	rate	currency	against	the	higher	interest	rate	currency	using	a	forward	outright	contract	for	delivery	when	the	interest-bearing	asset	matures.		Unfortunately	for	the	retail	trader,	any	significant	deviations
from	IRP	are	quickly	removed	by	astute	professional	traders	engaged	in	arbitrage	at	major	financial	institutions.	Because	everyone	is	pressed	for	time,	the	need	to	look	up	the	summary	of	this	book	or	that	one	is	sometimes	a	priority.	They	can	sometimes	do	this	profitably	since	they	have	access	to	the	best	market	pricing	for	deposits	and	swaps.		There
may	therefore	be	rather	slim	pickings	left	for	smaller	arbitrageurs,	so	for	retail	forex	traders	working	within	a	modest	margin	account,	this	sort	of	activity	might	not	make	sense.	Arbitrage	involves	the	simultaneous	buying	and	selling	of	a	similar	asset	in	different	markets	for	a	locked-in	profit.	Note	that	the	offered	spot	rate	for	EUR/USD	appears	in
red	at	the	top	as	1.18786.	Furthermore,	forward	quotes	for	the	standard	time	periods	or	“tenors”	of	duration,	including	overnight;	tomorrow;	1,	2,	and	3	weeks;	1	through	11	months;	and	1	through	5	years,	are	also	generally	available.		The	equation	for	calculating	forex	forward	outright	rates	using	the	U.S.	dollar	as	the	base	currency	from	the	spot
rate	and	prevailing	interest	rates	in	the	foreign	and	domestic	countries	is:	Forward	Rate	=	Spot	Rate	*	(1+IRF)/(1+IRD)	Where:	IRF	=	The	interest	rate	for	the	foreign	country	IRD	=	The	interest	rate	for	the	domestic	country	(USD	in	this	case)	Forward	Swap	Points	Explained	Swap	points	are	the	difference	in	pips	between	the	spot	rate	(or	the	funds
rate	for	pairs	like	USD/CAD)	and	the	forward	outright	rate	corresponding	to	a	particular	delivery	date.	While	you	may	not	find	a	short	summary	of	Hamlet,	you	will	see	religious	book	summaries,	book	summaries	for	health-related	topics,	or	topics	for	business-related	books.Students	Searching	for	Book	SummariesStudents	are	constantly	on	the	lookout
for	book	summaries	for	research	purposes,	as	well	as	for	books	they	need	to	read	for	classes.	In	any	case,	you	will	need	to	trade	through	1	or	more	reputable	financial	institutions	that	allow	you	to	trade	outright	forex	forward	contracts	and	either	make	deposits	or	invest	in	other	interest-bearing	investments	in	foreign	countries	as	efficiently	as



possible.		Frequently	Asked	Questions	The	CIP	formula	describes	an	equilibrium	situation	in	the	relationship	between	the	spot,	forward	and	interest	rate	markets	when	no	opportunity	for	forward	contract/interest	rate	arbitrage	is	available.	Some	of	these	channels	follow	a	specific	niche	topic	while	others	are	about	books	in	general.Research	or
Special	Interest	Book	Summary	WebsitesFor	those	who	need	a	summary	of	a	book	that	covers	a	research	or	special	interest	topic,	there	are	dozens	of	book	summary	websites	focusing	specifically	on	this.	Benzinga	has	taken	the	guesswork	out	of	this	process	by	compiling	the	list	below	of	the	best	forex	brokers	currently	available.		Is	IRP	Arbitrage
Suitable	for	you?	MORE	FROM	QUESTIONSANSWERED.NET	Want	to	jump	straight	to	the	answer?	If	you	do	intend	to	attempt	this	sort	of	trading	activity,	you	will	probably	be	a	more	analytical	trader	who	prefers	to	watch	for	opportunities	to	lock	in	gains	while	taking	minimal	risk.	Interbank	deposit	or	“depo”	rates	are	usually	used	for	this	purpose.	
For	currency	pairs	like	USD/JPY	or	USD/CAD	with	the	U.S.	dollar	as	the	base	currency,	you	can	compute	swap	points	using	this	equation:	Swap	points	=	Forward	Rate-Spot	Rate	=	Spot	Rate	*[(1+IRF)/(1+IRD)-1	]	Where	IRF	and	IRD	remain	as	defined	in	the	previous	section.		Note	that	if	the	foreign	interest	rate	is	higher	than	the	domestic	interest
rate	for	a	particular	forward	delivery	date,	then	the	corresponding	forward	swap	points	will	be	positive.	Read	on	for	more	information	about	the	forex	forward	market	and	how	IRP	underlies	its	quotations.		What	Are	Spot	and	Forward	Rates?	This	activity	typically	occurs	when	a	new	trading	day	begins	to	make	sure	currency	trading	positions	remain
available	for	a	type	of	delivery	that	takes	place	2	business	days	from	the	transaction	date	(termed	“value	spot”)	so	traders	can	readily	trade	out	of	them	in	the	spot	market.		The	pips	charged	or	paid	for	doing	those	rollovers	are	determined	using	the	principle	of	interest	rate	parity	(IRP)	that	governs	the	relationship	between	forex	forward	rates	and
prevailing	interest	rates.	Answer	Link	IRP	posits	that	returns	from	making	deposits	in	different	currencies	should	be	identical	when	hedged	with	a	forward	outright	contract,	no	matter	what	interest	rates	each	currency	pays.	The	best	forex	broker	for	most	people	is	definitely	FOREX.com	or	CedarFX.	These	“YouTubers”	select	a	book,	present
information	about	it,	provide	insights,	highlight	reviews	about	it,	and	summarize	its	plot.	Therefore,	a	wide	variety	of	sites	are	available	containing	them.	For	example,	they	may	need	a	summary	of	Roberts	rules	or	a	simple	summary	of	Macbeth	to	help	them	write	a	research	paper,	and	a	book	summary	website	will	help	them	achieve	that	goal.	The
purpose	of	these	websites	and	blogs	is	to	present	an	informal	setting	for	people	to	enjoy	books	without	feeling	the	pressure	of	making	a	purchase.	Some	of	these	services	provide	audio,	PDF,	and	infographics	of	the	books.	Swap	points	can	be	positive	or	negative,	depending	on	the	interest	rate	differential	between	the	pair	of	currencies.		The	swap
points	quoted	in	pips	for	outright	forwards	and	for	rolling	a	forex	position	out	to	any	forward	delivery	date	can	be	computed	from	and	depend	in	a	precise	way	(thanks	to	IRP)	on	the	interest	rate	differential	between	the	2	currencies	involved.		To	calculate	swap	points,	you’ll	require	both	the	spot	exchange	rate	and	the	2	currencies’	interest	rates	for
the	forward	value	date	the	position	is	being	rolled	or	“swapped”	out	to.	If	that’s	not	enough,	some	of	these	book	apps	and	subscription	services	also	provide	links	to	videos,	reports	and	TED	talks	for	the	books,	as	well.YouTube	Channels	Offering	Book	SummariesIf	you	would	rather	not	read	a	summary	of	books,	there	are	many	YouTube	channels
offering	book	summaries	online.	What	is	IRP?	Source:	BarChart.com.	CIP	describes	the	equilibrium	situation	when	arbitrage	opportunities	are	not	available	among	the	deposit	and	forex	forward	markets.		Answer	Link	FOREX.com,	registered	with	the	Commodity	Futures	Trading	Commission	(CFTC),	lets	you	trade	a	wide	range	of	forex	markets	plus
spot	metals	with	low	pricing	and	fast,	quality	execution	on	every	trade.		They	might	be	especially	disadvantaged	since	they	usually	have	slower	pricing	feeds,	reduced	reaction	times	and	wider	dealing	spreads	to	cross.		Also,	if	their	broker	does	not	let	them	perform	such	arbitrage	at	reduced	margin	rates,	then	retail	forex	traders	might	have	to	tie	up
substantial	amounts	of	margin	for	what	is	typically	a	very	small	net	gain,	albeit	a	largely	risk-free	one.		Benzinga’s	Best	Forex	Brokers	If	you	are	considering	starting	to	trade	forex	for	your	personal	account,	then	you	will	probably	need	a	margin	account	at	an	online	forex	broker.	The	basic	premise	of	IRP	is	that	hedged	returns	from	making	deposits	in
different	currencies	should	be	identical,	no	matter	what	interest	rates	they	pay.	If	that’s	not	enough,	some	of	these	book	apps	and	subscription	services	also	offer	links	to	videos,	reports	and	TED	talks	for	the	books,	as	well.	These	book	summary	sites	contain	information	about	the	author,	release	date,	characters,	plot,	and	then	move	on	to	the
summaries,	like	a	short	summary	of	Othello,	for	example.
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