Why Trade Forex

· Take control of your own finances.Beat the returns from mutual funds, hedge funds or managed funds. 

· Start-up costs are low when compared with day trading stocks or futures. 

· Forex is the world’s largest market. No one can corner the market. 

· With a trading volume of around $1.9 trillion dollars a day, no single entity can control the market for an extended period of time. 

· You can make money when the market is going up or down. 

· Forex markets trade 24hours a day. There is no waiting for the opening bell. 

· Technical analysis works very well and the market trends well. 

· Forex offers up to 100:1 leverage but it is wise avoid very high leverage if you can afford it. Stocks offer 1:1 or 2:1.Futures offers 15:1 leverage 

· The forex market is the most liquid in the world. Traders can almost always open or close a position at a fair price. 

· You can make big money working only a few hours a day or week on your computer. 

· You can trade from anywhere in the world where there is an internet connection. 

· You can gain experience without risking your own money by using a free demo account. 

· When trading stocks, there are over 40,000 stocks to choose from. In forex, you can choose one or two currency pairs and focus your analysis. 

Mini Forex Account 

A mini forex account is designed for those new to online trading and those with limited investment capital. Those with less than US$5,000 often favour mini accounts although regular accounts may be opened with a minimum of $2000-$5,000. The amount varies from broker to broker. 
A mini forex account can be opened with a minimum of US$300-500 and this figure varies between brokers. 
A mini forex account is intended to introduce traders to the excitement of forex trading while minimising risk. 
· A mini forex account can be opened at anytime but many traders practice on a demo account first to test their trading strategies and techniques. 

· Trading size is normally 1/10th the size of a regular account. Some brokers have smaller lot sizes. This reduces the risk associated with forex trading. 

· Margin requirements differ depending on the broker. The NFA states the margin should be no less than 1% of the base currency traded. However not all brokers follow these guidelines. Some brokers offer margins as low as US$50 per lot on their minis. 

· Some brokers have software in their Trade Stations that automatically calculates the required margin while others manually set the margin and vary it accordingly.

The CFTC is enforcing a 1% margin requirement for registered FCMs and their affiliates that only offer trading in the Forex Market. 
The new NFA rule requires a minimum 1% margin at all time to maintain an open trade. (Note this may change from time to time so although we use 1% as the example at some stage in the future the margin maybe different. However using similar calculations one can easily calculate the new margins) Some deal stations automatically calculate this according to the formula and hence the margin requirements are continually varying. 
Based on a 1% margin requirement 
Example 1: 
GBP/USD rate: 1.7442/1.7447
Account type: $10 000/lot 
1% leverage: 10 000x0.01 (1%) =100units
With the GBP/USD, the margin required is: 
1.7447 (GBP/USD) x100 (units of base currency GBP) = USD174 for each lot. 
Example 2: 
EUR/USD rate: 1.2326/1.2331
Account type: $10 000/lot
1% leverage: 10 000x0.01 (1%) =1000units 
With the EUR/USD, the margin required is:
1.2331 (EUR/USD) x100 (units of base currency EUR) = US$123 for each lot.
· On a mini forex account where the margin is only US$50 per lot, a trader with $500 can withstand a larger market swing than a trader with a regular account with higher margins but if they have a margin call will lose more capital. A margin call occurs when the balance of the trading account falls below the required minimum balance required. The broker then closes all open trades. 

· Mini forex accounts have become very popular as many stock investors are taking positions in the forex market to spread their risk. 

· It pays to compare mini forex accounts at different brokers to find the best rates on overnight positions and the most competitive spreads. 

· Pip values vary between the different currency pairs. Based on a US$ 10K account, a 25 pip profit on a mini account Euro trade is $25 and since this is a small amount, a mini account allows traders to focus on technical analysis instead of the profit and exit at the right point rather than take profits early. On a regular account (100K), 25 pips would give US$250 profit. 

Best Times To Trade Currencies 
Forex is a 24 hour market and there will be good setups for profitable trades in the Asian, European and US sessions. It pays to look at historical price data on forex charts to see what time of the day you could be watching the market and what time you could be doing something else. The aim is to trade when the average trading range is worthwhile and stay out of the market when price is in a narrow sideways range. 

London Trading Session 
London opens at 8 am GMT or 3am EST. Closes at 4 pm GMT or 11am EST. The most active pairs during this session are EURUSD with 39% of the trading volume, GBPUSD with 23%, USDJPY with 17%, USDCHF with 6% and USDCAD with 5%. 

European Session 

Europe opens at 7am GMT or 2am EST, Closes at 3 pm GMT or 10 am EST. The European session is the most volatile session most of the time. 

New York Session 
New York Opens at 1pm GST or 8 am EST. Closes at 8pm GMT or 3pm EST. 

New York is the second largest forex market place. The busiest time is 8am to noon EST. News releases can result in a volatile market. Trading activity usually winds down after the U.S. afternoon trading period.

Asian Session 
The Tokyo session opens at 1am GMT or 8pm EST and closes at 8am GMT or 3am EST. Sometimes volatility is low and sometimes good moves occur. The USDJPY is the most active pair with 78% of the volume followed by EURUSD with 15% and EURJPY with 5%. 

Most brokers have a free news plug in with their deal station. Headline economic data moves the forex markets and currency traders can take advantage of that.The news is released at certain times on the economic calendar and is reported instantaneously by news outlets including Bloomberg,Reuters,Dow Jones,Trade The News and CNBC making it universally accessible.Some of these agencies charge traders a lot of money for instant news so traders can trade the spikes that occur sometimes when the figure is outside the expected range.Sometimes, the news will affect the markets for days. 

We trade with technical analysis and fundamentals.We pinpoint entries and exits with technical analysis.Market sentiment is driven primarily by the economic and geopoplitical news of the day.The key players such as central banks,multinational companies,hedge funds and top tier investment banks formulate their trades by analyzing the most recent economic news and geopolitical developments and pronouncements from G-7 monetary authorities.The release of the economic figures drives the price of a currency pair towards an important Fibonacci level, Pivot level ,support level or resistance level. 

It is important to look at an economic calendar to see if the market is waiting for the release of a major fundamental announcement.Price may go into consolidation before the release time or it may move a lot as traders take a position beforehand.If the released figure varies considerably from the expected figure, the price will move a considerable distance.Some data releases are lot more important than others. 

You can open a trade when the market settles down soon after a news release or if you are really daring you can open a trade 10 minutes before a news release,but have a stop loss in place for protection.The market can move 100pips in 30 seconds occasionally.Trading the news is not always clear cut.Price can go in opposite direction to what seems logical.Also, figures from previous months can be revised. 

Major reports released for USA include Non-Farm Payrolls,Trade Figures,Retail Sales,Durable Goods,Consumer PriceIndex,Treasury International Capital,Current Account and Advance GDP.
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Foreign Exchange (Forex)
The simultaneous buying of one currency and selling of another.
 
Foreign Exchange Market
The market in which foreign currencies are traded (bought and sold), the exchange rates are also determined here.
 
Spot Market
The spot market is also called the "cash market" because prices are settled in cash on the spot at current market prices. The spot foreign exchange market is the world's largest and most liquid financial market.

 
Exchange Rate
The value of one currency quoted in terms of another. For example if the GBP/USD exchange rate is 1.8000, one British Pound can be exchanged for $1.8000 US Dollars.
 
Currency Pair
Currencies are always quoted in pairs. This pair makes up the exchange rate. Whenever one is bought, the other is sold, and when one is sold, the other is bought.
 
Base Currency
The first currency in the pair. For example: in the EUR/USD pair, the Euro is the base currency.
 
Counter Currency
The second currency in the pair. For example: in the EUR/USD currency pair the USD is the counter currency.
 
Spread
This is the difference between the bid and ask price of a currency shown in pips. This is the cost of trading currency, a smaller spread or difference between the bid and ask price the better it is for the trader. For example: If the USD/CAD was quoted at 1.1217 / 1.1223, this means the spread cost is 6 pips.
 
Pip
A Pip is the smallest price increment in a currency. For example, a move in the EUR/USD from 1.2800 to 1.2801 equals one pip (a difference of 0.0001). Alternatively in the USD/JPY, a move from 130.51 to 130.52 equals one pip (a difference of 0.01).
 
Pip Value
The value of a pip in terms of dollar value. To determine what a pip is worth in dollars for a certain amount, for example 100,000 Euros, you can use this formula: 
 
(One pip in the proper decimal format divided by the currency exchange rate) multiplied by the amount your trading, for example a standard lot size of $100,000.
 
Using the EUR/USD as an example you would have: (0.0001/1.3000) × 100,000 = 7.69 Euros. But we want the pip value in terms of USD, so to get this we multiply 7.69 by the EUR/USD exchange rate of 1.3000: EUR 7.69 × 1.3000 = $10.
 
Using the USD/JPY as the next example we would have: (0.01/130.50) × 100,000 = $0.77 (77 cents) per pip. And since the USD is the base currency in this example, we don’t need to multiply it by the exchange rate as we did in the previous example.
 
Bid
The price at which a broker/market maker is willing to buy a currency.
 
Ask
The price at which the broker/market maker is willing to sell a currency.
 
Long Position
This is the buying of a currency with the expectation that the currency will rise in value.
 
Short Position
This is the selling of a currency with the expectation that the currency will fall in value.
 
Limit Order
An order placed to take profits at a predetermined level.
 
Stop Loss Order
An order placed to take profits at a predetermined level.
 
Stop Entry Order
An order to buy above or sell below the market rate at a predetermined level, with the belief that the price will continue in the same direction once this level is breached.
 
OCO Order (One Cancels the Other)
An OCO order is commonly used in conjunction with a stop loss order, and a limit order placed on either side of the current market price. For example, an OCO order could be used with an existing long position where a stop loss order would be placed below the market to limit loss, and a limit order would be placed above the market to take profits. When one of these orders are executed, the other is cancelled. Hence the name “One Cancels the Other” (OCO)
 
Broker
A company that matches buyers and sellers together for a fee. In the case of the forex market, this fee is in the form of a spread
 
Counterparty
One of the other participants involved in an exchange deal
 
Manual Execution
An order which is manually executed by human intervention
 
Automatic Execution
This type of order is executed automatically without human intervention
 
Rollover
Most trading in forex occurs in the spot market. Any transactions done here, are due for settlement in two business days. This date is also referred to as the value date, or delivery date. On this date the counterparties take delivery of the currency they have bought or sold. Any positions still open at this time are automatically rolled forward to the next value date. Most brokers will do this for you automatically. This must be done so the actual delivery of the currency can be avoided, since most of the time you are only interested in making a profit from the price changes, not actually wanting that currency delivered.
 
Market Maker
A Market Maker provides liquidity in a financial market, and stands ready to buy or sell currencies, by displaying a bid and ask price. This is called ‘making a market’. In terms of forex trading, a broker would be considered a market maker.
 
Standard Account
A standard account allows you to trade a contract size of 100,000 units, 10 times the amount offered in a mini account.
 
Mini Account
The mini account allows you to trade in smaller contract sizes of 10,000 units which is 1/10th the size of the standard account. The mini account allows traders to become familiar with trading currency with less overall risk.
 
Volatility
The rate at which the price moves up and down. If the price of say the EUR/USD moves up and down rapidly over a short period of time, you could say it has volatility. On the other hand if the price of the EUR/USD moves a very little amount up or down mostly staying still, then you could say it has low volatility
 
Bullish
A belief that a currency will rise in value
 
Bearish
A belief that a currency will fall in value
 
Margin
This is the amount needed, much like a deposit, to ensure against trading losses. Different brokers have varying margin requirements. Margin is directly related to leverage, as the amount of leverage a broker offers defines the amount of margin you will have to provide to take a position in the market. For example: in the leverage ratio of 50:1, the “1” signifies the amount of capital the trader has invested of his own money known as margin. And the number “50” in this ratio signifies the amount a trader has borrowed in relation to how much they have provided in margin.
 
Liquidity
Liquidity generally refers to the ease in which a trader can buy and sell a currency. A higher level of trading activity will give you more liquidity. In general, the higher the liquidity of a currency, the easier and faster it is to have your orders executed at current market rates.

Cant find what you're looking for? Here are some more comprehensive resource websites relating to the terminology used in the forex market:

Forex Glossary
Terms and terminology used in Forex Trading. Index of financial and investment terms.
 
Top Forex Glossary
Articles 

What if you By: Kenneth Aikens
 were a successful currency trader? If you were you would have a trading plan that included these three important keys. You would have a reliable forex trading system. You would be "disciplined" not deviating from your trading system. Finally you would have a money management system to protect your investment capital. Before getting into these three important keys let's first discuss the basics of forex trading. 

Do you know what Forex trading is. Forex trading is an alternative to the unpredictable nature and whims of the other markets. Forex trading is based on the movements of a set of currencies that are sold in currency pairs, where one currency is the base and one is the counter or quote currency. Forex trading is a very interesting method of trading simply because it allows people from all over the world the chance to trade and strike it rich in a market that has untold liquidity. Forex trading is best market for any lover of finance and for any person that prefers his money working for him.

Forex means the foreign currency exchange, and that today alone nearly $2 Trillion will be traded by banks, governments, corporations, trading partners and private and corporate speculators. Forex traders around the world are competing against other forex traders, banks, and institutional traders who are seeking the same potential rewards from their own trading activities. Forex traders frequently jump in and out of the market and closely monitor their positions throughout the day. Forex trading strategies are the key to successful online currency trading but how do you know which strategies to use and when to use them.

Comprehending technical analysis and, in particular, being able to interpret price charts is essential for any forex trader. Technical analysis is a method of forecasting price movements by looking at purely market-generated data. Technical analysis does not guarantee success, but a methodical application of its principles may improve your performance as a trader. The goal of technical analysis is to uncover the patterns given off in a current market by examining past market patterns, often designated as signals.

Once you engage in live trading, you must take care to instill strict discipline when it comes to money management. Your overall personal forex trading strategy should include three vital ingredients; the currency pair you decide to trade, what technical indicators you use for entry/exit plans and sound money management. Forex trading is a speculative endeavor that requires proper training, education, discipline, confidence, risk management and money management skills.

Learning is the key to any field and the field of forex trading is no different. The truth about forex trading is that, many people are earning small profits from trading while only few are successful with it. One of the most basic things that you have to understand about forex trading is that there will always be losing streaks along with the winning ones. The best way to handle forex trading is to have a reliable trading system coupled with a rigid money management system.

In conclusion if you are considering becoming a forex trader or if you are already a currency trader having a tough time, then you must remember these three vital tools to become a success. A reliable trading system, discipline and a solid money management system these three things will bring you forex trading success.

Article Source: http://www.thearticlenet.com
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Make Money With Forex

By: Jim Wilson
The internet has changed the way we invest online. Along with that, forex trading has become the new way to get significant profits while investing with certain advantages that are superior to other types of investments.

The unique thing about the forex market is that it never closes, if you feel like trading at 2am it's not a problem. This differs drastically from the stock exchange, because there are no worries about the market closing when you still feel like trading. The market is continuously changing, online forex websites provide you with instant real time access to the market whenever you wish. This really helps in learning the market basics. 

They also provide some tools in the website to help and guide you through all the process and mechanics of the trading. This is a clear advantage because you can hone your trading skills before laying down your own money in the market.

Through free guidance, demos, and market news provided by these Forex trading firms, beginners in the industry are already trained to be the expert in the business. It won't take long to feel comfortable in trading. Soon you'll be making money investing as little as $300. 

Thanks to the online forex trading websites, learning the Forex trading market does not necessarily mean you must become a market analyst or economy expert to be successful in the field. In most cases, you can access the most extensive market, Forex trading, through an intermediary or Forex trading brokers.

Forex brokers provide similar services as stock brokers. They will provide you with tips and advice as well as strategy information. You'll discover the advice they provide includes research and technical analysis data, really anything to help you to make more money. Without a doubt, forex provides a great return on investment. It is no wonder that large financial institutions try to monopolize the marketplace.

However, with the trading firms, small-time individuals also have the opportunity to earn money through Forex trading brokers. As I stated earlier, the online forex companies have been making powerful free tools available to educate and improve the knowledge of new investors.

Who you choose as a broker should depend on your level of trading competence. Many forex internet sites provide a bevy of tools for the beginning trader including detailed research, online trading simulators, and expert technical advice. In addition, these sites will provide access to skilled online forex traders who will provide in-depth advice for experienced traders and novice traders. These tools are open to beginners to try out. 

You really can earn money by taking the time to learn forex trading. The availability of investment simulators and 24-hour customer support enables new investors to learn quickly. Not only can you be trading in no time, you will also be showing a tidy profit. Start researching forex trading. You might be shocked to see how many large companies are involved.
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