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OPERATIONS IN THE FOREIGN EXCHANGE MARKET

student Julia Dryhola,
Sumy State University, Ukraine

The activity of the foreign exchange market is directly related to the
implementation of foreign exchange transactions. It accounts for about 90% of
foreign exchange turnover. Most foreign exchange transactions are interbank
transactions. Exchange rates published in newspapers are interbank exchange rates,
ie exchange rates that banks request from each other. Interbank "wholesale" rates
are lower than "retail" rates for customers.

The difference is the bank's income for the service provided. Any two
currencies can be involved in foreign exchange transactions, but most interbank
transactions are currency exchange transactions for the US dollar, which is
considered a key currency. The euro, the British pound sterling, the Swiss franc,
and the Japanese yen also play an important role in the foreign exchange market.
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Currency transactions are an objective possibility of the existence of foreign
exchange markets, affect their size and structure, as well as experience the opposite
effect of the situation and dynamics of these markets[1].

Thus, foreign exchange transactions are transactions related to the transfer
of ownership of foreign exchange values, the use of foreign exchange values as a
means of payment in international circulation; import, export, transfer and
relocation to the territory of the country and beyond currency values. In a narrow
sense, foreign exchange transactions are considered as a type of banking activity
for the purchase and sale of foreign currency. Personally, we have our own
interpretation of foreign exchange transactions, which are considered to be any
trade, credit or settlement transactions related to the use of currency and payment
and credit instruments denominated in foreign currency.

The most difficult part of such a contract is determining the rate of future
payment, ie the forward rate. This rate consists of the spot rate, ie the rate actually
in force at the time of the contract, and the allowances or discounts related to the
difference in bank interest rates in the countries whose currencies are exchanged.
This difference is called the forward margin and is due to the fact that if the parties
to the contract put the appropriate amounts of currency in their banks, they would
receive different amounts of income until they are used to pay for the contract. To
equalize the terms for each forward party, the currency of the country with the
highest interest rate will be sold at the forward rate below the spot rate (selling at a
discount) and the currency with the lower interest rate at the highest spot rate
(selling at a premium).

Cancellation of forward contracts is not allowed. These operations are
widely used primarily to insure currency risks. Characteristic features of these
operations are that they are carried out on the interbank (over-the-counter) market,
the terms of the forward contract are not strictly formalized and are determined by
the parties quite arbitrarily. Therefore, these conditions and especially the prices of
such contracts are not "transparent” for other market participants. Futures
transactions are also types of futures transactions in which two counterparties
undertake to buy or sell a certain amount of currency at a given time at the rate set
at the time of the transaction (purchase and sale of a futures contract) [2].

1. Bodrova NE Currency market: state, problems, prospects / NE Bodrova // Economics. -
2012. - Ne 1.

2. S Shamah — A Foreign Exchange Primer ["1880" is within 1.2 Value Terms] John Wiley
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