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 Spot Forward Options Futures Swap 

Time 
Frame 

Now (within two days to allow for 
payment arrangements). 

More than two days in the 
future. Date fixed in the 
contract. (1, 3, and 6 
months are the most 
typical.) 

More than two days in the 
future. Date fixed in the 
contract. 

Standardized dates in the 
future (maturity dates every 
three months: March, June, 
Sept. and Dec.) 

One transaction that 
specifies the exchange of one 
FX for another at one point in 
time at a specified rate and 
back again at a specified rate 
at another time.  

Range of 
Currencies  

Most currencies are used  
Most commonly traded 
currencies  

Most commonly traded 
currencies  

Smaller number of leading 
currencies 

Most commonly traded 
currencies 

Contract 
Size 

Great variation based on 
customer’s needs.  

Great variation based on 
customer’s needs.   

Great variation based on 
customer’s needs.   

Standardized lots (like 
commodities futures) 

Great variation based on 
customer’s needs.  

Issuers 
(writers) 
& Buyers 

Banks and brokers are issuers. 
Customers are importers, 
exporters, investors and 
intermediaries representing them.  

Banks are issuers. Contract 
holders are banks or other 
customers.  

Banks are issuers. Holders are 
banks or other customers. 

Listed on exchanges (such as 
The International Monetary 
Market—IMM—part of the 
Chicago Mercantile Exchange 
[CME]. This accounts for most 
FX futures.  

Banks 

Binding? Yes  Yes 

Binding for issuer; optional for 
holder. Calls are contracts 
with a right to buy a given FX 
at specific price and time and 
puts grant the right to sell at a 
specific price (strike price). 

Yes Yes.  

Contract 
costs 

The spread between the bid 
(issuer’s willing to buy price) and 
offer (issuer’s willing to sell price). 

Bid/offer spread 
A premium—i.e. a fee—is paid 
to the issuer by the contract 
holder.  

Brokerage fees Bid/Offer Spread 
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Simple and fast 

 Protection against 
harmful FX changes in 
the future.  

 Certainty because the 
FX price is set.  

 Delayed payment.  

Protection against harmful FX 
changes in the future.  

Simpler than other 
transactions (besides spot 
transactions) and can gain 
from beneficial FX changes.  

Allows customers to move 
between most needed FX 
efficiently.  
 
Can benefit from beneficial 
FX changes.  
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s Uncertainty: the price may change 

from the time a transaction is 
agreed upon to the time it closes. 
No protection against harmful FX 
changes within this window (but 
possible gains can be realized) 

No gains from beneficial 
FX changes in the future.  

Financial costs for having the 
option is wasted money if the 
protection is unneeded.  

Exposed to harmful FX 
changes.  

Exposed to harmful FX 
changes.  

% of FX 
trading 

Approximately 35% Approximately 45% Approximately 10-15% 
Much smaller – 1% of the 
larger FX market.  

Approximately 5-10% 

 


