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FX MARKETS CROSS-CURRENCY MISPRICING

TRIANGULAR ARBITRAGE

97.9776 98.4652

ARBITRAGE TRADE - STEP BY STEP ([stare: e1,000

BANK C
@ T 98,950

K A
98,950 INR

BANK B
@ 1141.29 USD 1 ,“004 . 921

1,141.29

86.40 / 86.70

1.1340 / 1.1357

A RISK-FREE ARBITRAGE PROFIT +Ed 92

98.95 / 99.50

When the direct rate quoted by Bank C (INR/EUR = 98.95) is higher than the implied cross rate derived
from Banks A & B (97.98-98.47), the EUR is overpriced at Bank C relative to the synthetic route.
Exploiting this gap — sell EUR where it's high, convert through USD where it's fairly priced — yields a
riskless round-trip profit. In real markets, this gap closes within milliseconds via algorithmic HFT.
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