SPOT
Contracts
W H AT I S A S P OT CO N T R AC T ?
Spot contracts are the most common form of currency exchange and involve
converting currency based on the current exchange rate. Depending on your
requirements and the currencies being converted, you can choose to pay for
and receive your currency on the same day, the next day, or the day after.
Spot contracts could be thought of as a ‘buy now, pay now’ transaction and
are particularly useful if you need to make an immediate or urgent overseas
payment. Businesses might use a spot contract to make an invoice payment to
an overseas supplier, or to convert income received in foreign currencies.

THE ADVANTAGES

THINGS TO BEAR IN MIND

Executing a spot contract allows you
to convert currency based on the
current exchange rate and make
a payment. Exchange rates are
constantly changing, and businesses
could capitalise by executing a spot
contract when there is a favourable
market move.

Using spot contracts alone can be a
risky strategy if you want to be certain
of the cost of a future transaction or are
planning ahead.
Given how volatile the currency
markets can be from one day to the
next, it is important to consider how a
disadvantageous move could
impact you.
Unlike spot contracts, forward contracts
let you secure a rate based on the
current rates for a date in the future.

I S A S P OT CO N T RAC T
R I G H T FO R YO U ?
Then let’s talk. Our team of experts can help
bring together the perfect plan to help your business.
Email us at business@lumonpay.com, visit lumonpay.com
or call us on +44 (0)203 384 7280 or +353 (0)1 592 1528
This document is intended to provide you with information on the services Lumon Pay Ltd and Lumon FX Europe
Limited offer and should not be interpreted as advice or as a solicitation to offer to buy or sell any currency or as a
recommendation to trade.
Lumon Pay Ltd (“LPL”), trading as Lumon, is a company registered in England with its registered address at Building
1, Chalfont Park, Gerrards Cross, Buckinghamshire SL9 0BG. LPL is authorised by the Financial Conduct Authority as an
Electronic Money Institution (FRN: 902022).
Lumon FX Europe Limited, trading as Lumon, is regulated by the Central Bank of Ireland. Lumon FX Europe Limited is
registered in Ireland. Registered address: 98 Lower Baggot Street, Dublin 2. Registration No. 631617.

BUSINESSES
CO U L D CA P I TA L I S E
BY EX EC U T I N G A
S P OT CO N T RACT
WHEN THERE IS
A FAVO U RA B L E
M A R K E T M OV E

S P OT
C O N T R AC TS
I N AC T I O N
Let’s say your business needs
to buy goods today, which
cost $2 million.
You know the price of $2 million
in GBP is determined by the
GBP/USD exchange rate. Having
done your costing, pricing, and
budgeting, you work out that $2
million at the current exchange
rate of £1=$1.30 will cost you
£1,538,462.
This will be the GBP cost to the
business for the goods.

H OW I T WO R KS
Setting up a Spot Contract with
us and how things work.
1. Specify the currencies you wish
to buy and sell, and the amount
you wish to convert
2. We’ll quote you a competitive
exchange rate based on the
current market rate
3. Once you accept the exchange
rate, the transaction is agreed
4. Depending on the currencies
being converted, and once we
have received cleared funds,
you can make a payment
(whether that is your own bank
account or a 3rd party)

