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Reference Price

Potential Profit Between Two Prices

+
+
- +
Sell order Amount &
Buy Future Contract - I Buy Order Amount &
Sell Future Contract
+ Future Market
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Profit from arbitrage strategy 1 & 4 4> 55 L

Jlas sl Profit from arbitrage strategy 2
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<Interest Rate of 9

Dividend of Bond Borrow Current Month>
after 4 Month Value of Dividend
Payoff from
__—P strategy 1
Borrow Money & Buy Bond Payment Money
Time to maturity
o Profit from o O Corr;c? Future
; X rice
inflow cash 1 arbitrage strategy 1 outflow cash 1
. <Interest Rate of 9
<Time to Month>
maturity>
Spot price—————a= Enter Short Future Future price <Time to
Contract maturity>
Currssk\é ?Ee of Interest Rate of 9 Y
Month
<CurrentValleof M |est Money in
Dividend> Bank
Time of Dividend
£Spot price>
Profit from
e . ————p)
inflow cash 2 |arbirage sirategy 2| outflow cash 2 Pavoff from
Interest Rate of 4 st)r/:;e 2
Month 24
SN N <Current Value of
Invest Current Value of Dividend>
Dividend in Bank
Shortsell bond <Time of Enter Long Future
Dividend> Contract

<Interest Rate of 9
Month>
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Borrow Current Value of Dividend=IF THEN ELSE(Future price>(Spot price-Current Value of
"Borrow Money & Buy Bond"=IF THEN ELSE(Future price>(Spot price-Current Value of
Dividend)*EXP( Interest Rate of 9 Month*Time to maturity), Spot price-Current Value of Dividend, 0)
Correct Future Price=(Spot price-Current Value of Dividend)*EXP( Interest Rate of 9 Month*Time to

Current Value of Dividend=Dividend of Bond after 4 Month*EXP(-Interest Rate of 4 Month*Time of

price<(Spot price-Current Value of

= IF THEN ELSE ( Future price > (Spot price - Current Value of

Invest Current Value of Dividend in Bank=IF THEN ELSE(Future price<(Spot price-Current Value of
Dividend)*EXP( Interest Rate of 9 Month*Time to maturity), Current Value of Dividend*EXP( Interest

Invest Money in Bank=IF THEN ELSE(Future price<(Spot price-Current Value of Dividend)*EXP(

Interest Rate of 9 Month*Time to maturity), (Shortsell bond-Current Value of Dividend)*EXP( Interest

Payoff from strategy 1=Enter Short Future Contract+Payment Money+(Dividend of Bond after 4 Month

Payoff from strategy 2=Invest Money in Bank+Enter Long Future Contract+(Invest Current Value of

(01)
Dividend)*EXP( Interest Rate of 9 Month*Time to maturity), Current Value of Dividend, 0)
(02)
(03)
maturity)
(04)
Dividend
(05) Dividend of Bond after 4 Month=400
(06) Enter Long Future Contract= -IF THEN ELSE(Future
Dividend)*EXP( Interest Rate of 9 Month*Time to maturity), Future price ,0)
(07)  Enter Short Future Contract
Dividend)*EXP(Interest Rate of 9 Month*Time to maturity), Future price, 0)
(08) FINAL TIME =52  The final time for the simulation.
(09)  Future price=2211.16
(10)  inflow cash 1=Enter Short Future Contract
(11)  inflow cash 2=Invest Money in Bank
(12) INITIAL TIME =0 The initial time for the simulation.
(13)  Interest Rate of 4 Month=0.3
(14)  Interest Rate of 9 Month=0.4
(15)
Rate of 4 Month
*Time of Dividend), 0)
(16)
Rate of 9 Month*Time to maturity), 0)
(17)  outflow cash 1=-Payment Money
(18)  outflow cash 2=-Enter Long Future Contract
(19) Payment Money=-"Borrow Money & Buy Bond"*EXP(Interest Rate of 9 Month*Time to maturity)
(20)
-Dividend of Bond after 4 Month)
(21)
Dividend in Bank-Invest Current Value of Dividend in Bank)
(22)  Profit from arbitrage strategy 1= INTEG (inflow cash 1-outflow cash 1,0)
(23)  Profit from arbitrage strategy 2= INTEG (inflow cash 2-outflow cash 2,0)
(24) SAVEPER =TIME STEP The frequency with which output is stored.
(25)  Shortsell bond=Spot price
(26)  Spot price=2000
(27)  Time of Dividend= 4/12
(28) TIMESTEP =1 The time step for the simulation.
(29)  Time to maturity=0.75
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