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Introduction
The current spot rate refers to the price is that is normally quoted for the immediate settlement of a commodity, security or currency (Arlt & Mandel, 2017). The spot rate is also commonly referred to as the spot price and is usually the current market value of an asset at the time that it is quoted. Contract to buy or sell exchange rates in the future refers to the agreements that are made by traders to the effect that they will buy or sell the exchange rate at certain prices in future (Hamzaoui & Regaieg, 2016). The agreement on the prices is done at the current time and only takes effect at the time that is stated on the contract. The concept is used in order to cushion traders from the fluctuating exchange rates that may result in the price either going up or coming down.
Analysis of Current Spot Rate and contracts to buy or Sell Exchange Rates
The two concepts are critical when it comes to trading activities. This is because the current spot rate will ensure that a commodity or security price is negotiated at a particular time and thus be sealed immediately (Evans & Rime, 2016). This is important in avoiding the changes that occur in the market and which are responsible for price changes. On the other hand, the contract to buy or sell the exchange rates ensures that the traders do not suffer any form of loss as a result of changes or fluctuations in exchange rates in the future. They secure a price that they think is favorable to them at that particular time and this ensures that they do not have to negotiate for prices again in the future. The negotiated price will take effect at the date that is stipulated regardless of whether the price prevailing at that time has increased or reduced.
The two concepts, spot rate and contracts to buy or sell exchange rates in future, can be said to be linked due to the fact that the current spot rate affects to a great extent the kind of contract that will be entered in relation to the exchange rate to be realized in future (Li & Zheng, 2017). The current spot rate is used to determine the prices that will be included in the future contract and this shows the importance of the current spot rate to the contract to buy or sell exchange rates in the future.
An example is that of an oil company in the United States that wishes to enter into a contract with one of its customers outside the United States of America. The company will thus negotiate on a specific price that will be used in future to deliver the oil products. The agreement will be based on the prevailing spot rate exchange prices that are witnessed in the US stock exchange. The result is that the company will have protected itself against the uncertainties that may exist or occur in future in regard to the rate of exchange fluctuations. The effectiveness of this transactions is that the company will avoid losses that would otherwise have been occasioned by changes in prices in the future thus enabling it to achieve their normal revenues
Conclusion
Current spot rate and contracts to buy or sell exchange rates are critical aspects when it comes to trade as they give the trader different options in terms of carrying out their trade. This ensures that the trader closes out the deals that they may be having and ensures that they achieve the targets levels that they would wish for in terms of prices and revenues (Warganegara, 2018). The security in terms of losses that the concepts offer to companies is enormous and thus should be encouraged more. This will see companies protecting themselves from losses and therefore ensure that that they remain successful.
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