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Theoretical analysis of arbitrage transactions of currency options
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In this thesis we introduce currency market options as a means of covering the risk

of arbitrage transactions and analyze the feasibility of profitable arbitrage

transactions and the compounding of profits under an alternative operating framework

We consider a way for a reasonable investor to generate risk—free benefits by covering

risk exposures using the call and put options. The conditions for such benefits are

first derived and this profit can be significantly compounded by repeating the

transaction process. These results are extended to the case where transaction costs

exist.
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