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Discount rate – This is available on various financial websites. It is set by 
the Federal Reserve.						    

The first step is to determine if you are calculating the Put-Call Parity for an 
American-style or European-style option.

Note: To modify values in the spreadsheet, you may need to click “Enable 
Editing” at the top of the Excel window.

Time to expiration (Months) – Enter the months until the options 
expiration. Use a decimal if it is less than a month. For one week, use 0.25, 
two weeks – 0.50, three weeks – 0.75.

Options strike price – Enter the strike of the option you are checking.

For European-style options

Market Data

Variables

You will only enter two of the three variables. You can choose any two of the 
three available. The calculator solves for the missing one.	
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Does Put-Call Parity exist?

If this shows “Yes,” there is no arbitrage opportunity.

If this shows “No,” there may be an arbitrage opportunity.

Result

Discount rate – This is available on various financial websites. It is set by 
the Federal Reserve.

Time to expiration (Months) – Enter the months until the options 
expiration. Use a decimal if it is less than a month. For one week, use 0.25, 
two weeks – 0.50, three weeks – 0.75.

Options strike price – Enter the strike of the option you are checking.	

For American-style options

Market Data



Ratio Back Spreads - Workspace Instructions 4

Based on the calculation, the difference between the call and put prices should 
be inside the lower and upper bound calculations.
 

If the value is above, then the call may be overpriced. 
If it is below, it may reflect that the put is overpriced.
In the example above, 16.54 is greater than the upper bound of -5978.03.
A note should appear beside it stating, “Call is overpriced.”

Result

Variables

Only enter the Call option price, and the put option price. Leave the current 
price of the underlying.

Go to the lower right of the Calculator under “For American-style options,”
cell R26 and enter the current price of the underlying to calculate the range

This is for American-style options without dividends due before the options’ 
expiration.
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Important Information and Disclosures

Options trading is not suitable for all investors. Your TradeStation Securities’ account application to trade options 
will be considered and approved or disapproved based on all relevant factors, including your trading experience. 
See www.TradeStation.com/DisclosureOptions. Visit www.TradeStation.com/Pricing for full details on the costs 
and fees associated with options.

Margin trading involves risks, and it is important that you fully understand those risks before trading on margin. 
The Margin Disclosure Statement outlines many of those risks, including that you can lose more funds than 
you deposit in your margin account; your brokerage firm can force the sale of securities in your account; your 
brokerage firm can sell your securities without contacting you; and you are not entitled to an extension of time on 
a margin call. Review the Margin Disclosure Statement at www.TradeStation.com/DisclosureMargin.

Any examples or illustrations provided are hypothetical in nature and do not reflect results actually achieved and 
do not account for fees, expenses, or other important considerations. These types of examples are provided to 
illustrate mathematical principles and not meant to predict or project the performance of a specific investment 
or investment strategy. Accordingly, this information should not be relied upon when making an investment 
decision.

This content is for educational and informational purposes only. Any symbols, financial instruments, or trading 
strategies discussed are for demonstration purposes only and are not research or recommendations. TradeStation 
companies do not provide legal, tax, or investment advice.   

Past performance, whether actual or indicated by historical tests of strategies, is no guarantee of future 
performance or success. There is a possibility that you may sustain a loss equal to or greater than your entire 
investment regardless of which asset class you trade (equities, options or futures); therefore, you should not invest 
or risk money that you cannot afford to lose. Before trading any asset class, first read the relevant risk disclosure 
statements on www.TradeStation.com/Important-Information.   

Securities and futures trading is offered to self-directed customers by TradeStation Securities, Inc., a broker-
dealer registered with the Securities and Exchange Commission and a futures commission merchant licensed 
with the Commodity Futures Trading Commission. TradeStation Securities is a member of the Financial Industry 
Regulatory Authority, the National Futures Association, and a number of exchanges.  

TradeStation Securities, Inc. and TradeStation Technologies, Inc. are each wholly-owned subsidiaries of 
TradeStation Group, Inc., both operating, and providing products and services, under the TradeStation brand and 
trademark. When applying for, or purchasing, accounts, subscriptions, products, and services, it is important that 
you know which company you will be dealing with. Visit www.TradeStation.com/DisclosureTSCompanies for 
further important information explaining what this means.

https://www.TradeStation.com/DisclosureTSCompanies
www.TradeStation.com/Important-Information
https://www.TradeStation.com/DisclosureOptions
https://www.TradeStation.com/Pricing
www.TradeStation.com/DisclosureMargin
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