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Understanding Forex Trading 

Forex trading is one of the many forms of trading that you can do as an investor. Forex is not for 
everyone. It is learnable and fully understandable by anyone, though. After educating yourself 
about Forex, you can then make a better decision about whether or not this is the type of 
business you should be interested in. Many people find that Forex is right for them, but it really 
depends on the amount of risk you are willing to take and the amount of research and education 
you are willing to do.  
 
What Is Forex? 
 

Forex is a term that stands for Foreign Exchange. It is sometimes just FX, too. These terms all 
describe the process of trading the currencies in the world. Unlike the stock market, in the Forex 
markets, you do not trade ownership in a business. Rather, you are trading the value of money, 
based on the ups and downs of the currencies of the market. It sounds interesting because it is.  
The Forex market is the largest market in the world. It is larger than any of the stock markets. 
Each day, more than three trillion United States dollars trade on the Forex market. This 
outstanding amount of activity can be a good thing, but it can also be quite worrisome, 
depending on whom you speak with. It is important to know that much of the Forex market 
trading that occurs is speculative trading. It is not just a market based on people changing 
money hands based on their needs to have another currency. In fact, only a very small portion 
of Forex trading is in fact from the government or companies out there who need to trade 
currency for their needs. Most of the trading does not occur for conversion, but for profit of 
investors. 
 
The Forex market place is a large one. People around the world participate in it. Unlike many 
other types of markets, the risk levels involved in Forex are easily overcome by the amount of 
money that can be made in this market place in a single given day. However, it is very important 
for you to understand the market well before you jump into it. Otherwise, you could lose a great 
deal of money and your time in the process. Learning about Forex is the first place to start, long 
before you start putting money into the market. 
 

Which Forex Currencies Should You Trade? 

When it all comes down to it, there are many types of currency trades out there in the Forex 
market. If you are considering an investment into Forex, you need to start out where the funds 
are most likely to occur. Many Forex investors who are new to the process put too much of their 
focus on the currencies that they believe are the best, such as rare or unknown currencies. This 
can lead to problems because of the amount of volatility and the lack of liquidity in the market 
place. Therefore, it is a better option for you to stick with some of the more well-known 
currencies if you hope to make a profit right out of the door. 
Whom Should You Avoid? 
There are no currencies in the world that you absolutely should stay away from, however that 
changes often. If you are new to the world of Forex trading, however, you do want to stay away 
from currencies that pair exotic or uncommon currency pairs together. It is often best to select 
those pairs that trade most often since this is where you will find the largest opportunity for 
profit, anyway. Any novice Forex trader who dabbles in exotic currencies or those pairs that are 
simply uncommon are likely to find themselves losing money. 



4 
 

Where Should You Begin? 
 
If you do not want to dabble in the major currency pairs just yet (which include the EUR/USD, 
GBP/USD, USD/JPY) then you need to focus on those pairs that are more common or at least 
that are easier for beginners to get into. This includes any of the following currencies: 

 Euro (EUR) 

 British Pound (GBP) 

 United States Dollar (USD) 

 Swiss Franc (CHF) 

 Japanese Yen (JPY) 

 Australian Dollar (AUD) 

 Canadian Dollar (CAD) 

Some great pairs that happen here and it does not have to take a lot of expertise to do well. If 
you are looking at any other pairs, look for those that do not have high spreads. It is important to 
note that spreads will vary from one broker to another broker, though, so doing basic research is 
important before you start investing. You can gather all the information you need from a broker's 
website or from the trading platform itself, if you would like. The key is to make safer decisions 
until you get the experience.  
 
 

Multiple Forex Time Frames Is Best 

When it comes to trading Forex, it is important to know when to get your information. The most 
common time frames for investing in the Forex market are five minutes, one hour and daily. 
However, most people think that they should only choose one time frame and then use that 
information to make all of their decisions. That could be a costly mistake for anyone who is 
investing in Forex, though.  
Many new Forex traders believe that trading in one time frame is the route to go. They have or 
develop an approach around that time frame and then they jump right in and start testing out 
their knowledge and skills around that approach. Even though they work hard and do make 
some progress, they may even stick to their approach perfectly; they eventually find out that the 
results are too random. For many beginning Forex investors with such an approach, their 
frustrations elevate as they notice that sometimes their time frame plan works perfectly and then 
in other times it hurts them incredibly. This happens even when the conditions are virtually the 
same. What is happening here? 
 
There could be many reasons that this is occurring, however it is most common that the 
problem is that you just do not have enough attention paid to the big picture. In other words, you 
may know what is happening within one time frame, and know it well, but you may not know 
what is happening outside of that one time frame. That could equate to substantial problems for 
you and your Forex strategy. 
 
A good thing to consider is the importance of the data based on the time frame. For example, 
the one-minute time frame really is the very least amount of information and it is not going to be 
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important to you in the grand scheme. The five-minute time frame is slightly better but not as 
good as the one hour, and so on. The daily time frame is better than the one hour but not as 
good as the weekly, and so on.  
 
So, what does this mean to your particular trading method? In short, you need to focus on the 
time frame you have shown, but you also need to look at the big picture as well. You may not 
have the most in depth understanding of the larger picture, but you should scan over the larger 
time frames to get an idea of what is happening. 
 
 

3 Forex Pairs For Beginner Forex Traders 

As you start your Forex career, or even if you are just testing the waters, you will want to focus 
on pairs that can provide you with the highest amount of profit without being as risky as some 
others are. The key is to know what your options are and to know which pairs of currencies are 
the best to focus on. With many different pairs out there in currency, it is easy to get 
overwhelmed and confused, long before you actually find yourself making a profit. For this 
reason, it is best to stick with the following three pairs because they provide the best results for 
most people. 
 
EUR/USD 
The euro to United States Dollar is the best combination and it is the most popular pair for most 
people. It has the lowest spread that you will find in any currency trading. It responds well to 
basic technical studies of Forex, unlike some other forms, and this makes it easier for those who 
are new to Forex to learn how the system works. Under normal circumstances in the market, the 
EUR/USD pair is not necessarily volatile, unless there is some type of reason for this. More so, 
it has a strong global view and it is covered extensively. All of this equates to less risk and 
closer stops. 
 
USD/JPY 
The combination of the Yen and the Dollar is often a good one for beginners as well. Here, you 
have about the same low spread as you do with the EUR/USD. This makes it a great choice for 
any investor. Second, it offers smoother trends and when you compare it to other pairs, this 
makes a significant different. 
 
GBP/USD 

The final match up for beginners is the Great Brittan Pound to the Dollar. This pair moves 
largely and it can bring more pips in one simple move than either of the other two mentioned 
transactions. This is the pair to consider for breakout trading. However, there are risks 
associated with this pairing that need to be noted. You will need further away place stops and 
the pair can be quite volatile. 
 
If you stick with these three pairs, you will find your inexperience with Forex trading is not nearly 
as hard to overcome as if you were using other trading methods. It is very important to focus on 
the types of trades that offer some level of risk protection when you are new to trading. 
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Choosing a Forex Trading System 

When it comes to getting yourself into Forex trading, one thing you may be wondering about is 
the Forex trading systems that are out there. There are plenty of options to select from and even 
more opinions on if you should use them, how you should use them and which ones to use. 
Before you can make a decision about this, you should consider what the trading system can 
actually offer to you and why it may or may not be the best option for your particular needs. 
Some systems are not doubt better than others. 
 
There are many systems out there and some of them are definitely going to be a better option 
than others are. The key here is not to buy a system or use a free one, based solely on that 
factor but to know what to look for. The first thing you need to consider is that the trading system 
needs to work with your own style of play. In other words, no matter if you are a long term swing 
trader or if you are a short term day trader, the system needs to work for your particular goals 
and your particular needs as such. 
 
Next, consider how the Forex trading system addresses clear entry and exit signals. No matter 
which system you invest in, it is critical that you know that the system has these types of signals 
and that they work perfectly. If this is in place, this means there is no chance for your emotions 
to come into your trading. You want there to be 100 percent mechanical rules in place to protect 
you so that you do not make bad decisions at the wrong moment. 
 
In addition, there should be some set of defined rules on stop loss size and placement. Many 
trading systems you will find out there do promise to provide you with high returns. They may or 
may not be able to deliver on this promise. If they are going to deliver they need to have good 
money management rules in place. You want there to be a stop loss placement so  that you can 
avoid seeing your trading capital erased too fast based on just a few trades. 
 
Although you do not have to have a Forex trading system, there is no reason not to have one if 
you select the right one to use in your trading. 
 
 

Forex Trading Hours 

There are many benefits to making the Forex market part of your daily business. This is a place 
where you will make a good deal of money, if you have taken the time to learn the ins and the 
outs of the business. It is a great place for you to build your wealth, for whatever goals you may 
have. Yet, many people find that Forex trading is a better option than traditional stop markets 
because Forex trading is available for such extensive hours of operation. No matter which way 
you look at it, Forex is the place you want to be to make money. 
 
As long as you have the time, Forex is available to you. It does not operate on the weekends, 
like most businesses around the world do not. However, the business is available throughout 
the day and the night most other days of the week. For example, the Forex market trades 24 
hours per day, every day during the week. The actual hours of operation are from Sunday 
evening at 20:000 GMT throughout to Friday evening at 22:00 GMT. This gives you all of the 
hours that you need to operate your trading plans. 
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It can also lead to burn out. Although most people do use automate systems to help them to 
monitor their Forex trading, it is not a good idea to spend too much time relying on those 
systems. You do need to have a hand in the actual transactions if you hope to turn a profit in 
them by watching the changes in the market place. Keep in mind that there are many different 
ways that you can change things within your transactions if the market changes directions or 
you learn of a new opportunity. If you leave everything on autopilot, you will miss out on these 
options. 
 
On the other hand, you do not want to go to the extreme and try to trade all the time. Your 
mental sharpness will wear down, leading to mistakes and losses that were avoidable. In any 
case, the Forex market offers an ideal advantage by being open 24 hours a day. Even if there is 
significant breaking news occurring in the middle of the night, you can jump on to your trading 
market and make changes. This will improve the overall success of your trades, since you can 
make adjustments whenever you determine it is necessary to. 
 
 

Forex Trading In Lots 

As a beginner to Forex trading, you may find yourself confused about the term lots. In Forex, the 
currencies are traded in lots. The standard size for a lot is 100,000 units. The unit is the base 
currency that is being traded. The best way to understand how this occurs is to look at an 
example. If you are using the cross USD/CHF, for example, the base currency here is the USD. 
This means that the trade may be one standard lot of USD/CHF, which would be worth 
$100,000. Consider another example of this. If you were using the cross GBP/USD, then the 
base currency here is the GBP. This means that one lot would be worth 100,000 pounds.  
If this is confusing simply look at a few more examples of it before you move on. However, it is 
also important to note that not all of the lots traded in Forex are for standard lots. In fact, many 
of the trades that occur are for different amounts. The same principle and set up still applies, 
though. You can trade by a two of three types of lots that you can trade by, or sizes. The 
standard lot, as mentioned, is 100,000 units of the base currency. A mini lot is equal to 10,000 
units of the base currency. Then there are also micro lots, which are equal to 1,000 units of the 
base currency. 
 
As you get started in Forex trading, do note that the type of account you have plays a role in the 
lots that you can purchase. Those who open mini accounts will have access to mini and micro 
lots. These are people that open the account with any place between $200 and $1000.  Those 
who want to trade in standard lot sizes will need to open a larger account only. Also, note that 
the size requirements for opening a standard account will change based on the broker that you 
are working with. 
 
What does all of this mean to you as a trader, though? In short, the smaller the lot size is, the 
lower the profits will be. At the same time, if you do not invest as much, chances are good that 
you will lose less money as well. Finding the right balance here really comes down to 
understanding the risks that you can take on. As a beginner, a lower risk level is often a good 
decision. 
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Forex Trading Means No Commission 

There are outstanding benefits for trading on the Forex market as opposed to trading in other 
markets. You like the flexibility of being able to log into your account and make trades in the 
middle of the night, for example. You may also love the fact that you have great liquidity in the 
market. You can make changes to your Forex trading model when you need to, without having 
to worry about the actual length of time that your funds will be out of reach. However, it is also a 
good idea to consider Forex trading as a means of trading without having to pay excessive fees 
to do so. 
 
What Commission? 
Forex trading also allows you to trade the currencies without having to pay sizable commissions 
when you do so. This is one of the best reasons for you to invest in Forex. After all, who doesn't 
want to get to make money without having to pay expensive fees to do so? There are no 
commissions that need paid through trading forex. However, if you decide to work through a 
broker or other agent who will handle your trading, those services will require you to pay a price 
to use those services. This is not something that you have to do, though, and that makes Forex 
trading even more attractive than other types of trading. 
 
If you have been burned by the stock market because of these downsides, you may be looking 
at the Forex market with skepticisms. The fact is, currency trading does not have to be 
expensive to do so. It is important to note that there could be minor fees associated with the 
transaction. 
 
If you are trading in the majors, you may find that it is even cheaper to trade on this market. The 
Majors are the most often traded currencies, including EURUSD, GBPUSD, USDCHF and the 
USDJPY. In other words, if you are trading in these markets, you will pay even less for doing the 
exchange. This is one of the many reasons so many people turn to the majors for their investing 
needs. 
 
There are many reasons for you to invest in Forex trading, but not having to pay commissions 
has to be one of the top reasons so many people turn to this type of trading over other types. It 
is a good idea for you to invest in this method after you learn about the benefits.  
 
 

Forex Trading Platform Choices 

One of the main reasons that Forex is so well known around the world is the Internet. There is 
no doubt that the Internet has helped to propel this otherwise unknown type of trading method 
throughout the world, bringing together people from everywhere to simply make money 
together. Forex trading online just makes sense. It provides you with all of the information you 
need, and the goals that you need to have to do well. However, one thing is often clear. With 
Forex trading, choosing the right Forex trading platform is never as easy as it sounds. 
 
One reason that many people have a difficult time finding a good online Forex trading platform 
is that there are so many options on the web. There are many software vendors out there, all of 
who want to provide you with a Forex trading platform that they claim is the best one out there. 
The question is, how do you know which one is the best and which one is not going to help you 
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make money but may in fact help you to lose money? Although these systems are constantly 
changing, there are a few things that you can and should look for. 
 
The first thing to consider is whether the company is giving you a demo trading opportunity. 
Everyone should take full advantage of this service. Even those who have extensive experience 
trading Forex should take the time to use this type of service. There is simply no better way for 
you to know what your options are and how well the platform works if you do not take the time to 
try it out. The lessons you learn from a demo are really going to be important in your decision 
making process. 
 
In addition to this, learn about the Forex trading platform. What features does it offer that will be 
genuinely helpful to you in the Forex trading market? What types of pairs does it allow you to 
have access to? Some do limit this. Not all software providers will have the data feeds available 
to you through the platform for all of the various pairs out there. 
 
Spending some time to compare these options is going to be critical for anyone who is 
considering the investment into a Forex trading platform. Luckily, you can learn all that you need 
to by simply taking the time to compare your options carefully.  
 
 

Forex Trading Tools 

When it comes to Forex trading, you may be bombarded with tools, gadgets and platforms that 
you just have to have. The fact is, you do not need many of them and they can cut right into any 
profits that you make through Forex. Keep in mind there are many businesses trying to make 
fast money off anyone who is trying to make money through Forex. However, that does not 
mean that none of the Forex trading tools available to you should be used. Many of them are an 
ideal choice and can add a lot of value to your trading methods. 
 
When it comes to Forex trading tools, some of the best options are the standard indicators that 
have been used by traders for years. You may be tempted to go with something new and flashy, 
but the fact is, these indicators are just as effective and are often times widespread. The very 
best tools for trading, some traders will tell you, are moving averages and momentum based 
indicators. These are quite simple indicators and that may be a good thing. If you take a close 
look at them, and understand them, you will find that they are just what you need. 
 
For example, moving averages has been a tool that has been around for a long time. It is the 
most effective and the best moving based averages. You may not realize it but large corporate 
market players who have the money behind them, will use the simple moving averages. This 
includes those who are responsible for hedge funds and even banks. The main reason for this is 
to help identify the trend. 
 
In addition to this, momentum based indictors should be used by most traders. These measure 
the momentum in the market place. The fact is, momentum precedes price and that means that 
these indicators can warn you of any advance of possible price movement that you need to 
know about to make your transactions work for you.  
 
As you can see, these are the not most advanced or even the most well-known Forex trading 
tools for the beginner trader because there are so many other options out there. You may find 
yourself overwhelmed by those, though. Instead, focus on these basic tools, which will provide 
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you with better information and information that is more reliable that you need to perform well in 
Forex market trading. 
 
 

Hiring A Forex Broker 

As you consider investing in Forex trading, one of the decisions you may want to make is to hire 
a financial broker who is experienced in Forex to handle the process for you. This is one of the 
best resources you will find out there since they have the skill, experience and time to manage 
the financial decisions you need to make if you are going to be profitable online. However, it is 
going to be up to you to tackle the Forex industry on your own. You do not want to hire just any 
broker out there. You may not even need one if you are experienced and do have the time 
necessary to devote to this process. 
 
Do You Need A Broker? 
 

A Forex broker can manage your investments to the level that you want them to. For example, 
this may mean that they can handle the extensive decisions that have to be made on a regular 
basis. This may also mean that the Forex broker is able to offer advice to you on how you 
should invest, so that you do not have to do all of the research yourself. On the other hand, you 
may need to hire a financial broker to manage only certain things for you. You may want to 
make the decisions and just use a broker to perform the tasks you have stated. The level of use 
is up to you. 
 
If you do decide you need a Forex broker, you need to hire the right person for the job. Hire a 
professional who has years of experience in the Forex markets. It is important to note that this is 
not just any type of investment history. They need to have Forex experience. In addition, you 
want to ensure that they have a long term experience. If they are just starting out, they have not 
noticed the ups and downs in the market place. Ask them about their record of accomplishment, 
fees, and of course how easy it will be for you to get in touch with them when you need to. 
 
Hiring a Forex broker is necessary for most people. They provide services that you cannot pass 
up in most situations. More so, a broker is going to be able to provide you with the resources 
that you need to do well in the industry so that you do not have to spend your days analyzing 
the markets. 
 

How The Forex Market Works 

Forex trading is quite different from other methods of trading. As anyone who is getting into this 
type of market should do, it is important to understand how the Forex trading market works 
before you put a single dollar into it. First, Forex is a term that means foreign exchange. It is the 
trading market for the world's currencies. The value of the currency of one country or another 
affects many things, but if you can determine what that value will do over the course of time, you 
could make a nice profit on it. The Forex market is mostly speculative, not based on the actual 
conversions of money from one currency to another. 
 
So, how does it work? The Forex market is not conducted by a central exchange, which is 
unlike the stock markets around the world. Rather, to partake in the Forex market, you will need 
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to interact with the interbank market. This interbak market is considered an over the counter 
market, which is sometimes referred to as an OTC market.  
 
The trading that occurs within the Forex market occurs between the two counterparts that are 
required for a trade to happen. This may be done in more than one way. For example, it may 
occur over the telephone. Many, and even most, of the trading that occurs through the Forex 
trading market is done through electronic networks. There is no one that will hand you one 
country's currency for another country's currency, in other words.  
 
Although the Forex market is a worldwide one, some areas serve as main centers for the 
trading. This current includes New York City, Tokyo, Sydney, London and Frankfurt. If you 
consider this layout of market centers, one thing should come to mind. Forex, unlike any other 
market out there, is a 24-hour market place. This means that while you sleep at night, your 
trading partners could be online making trades and even changing the course of the 
investments you have made. This one factor makes the Forex trading market so worrisome for 
many people. 
 
However, it is a good thing that the Forex market is like this. It allows more people to be readily 
available for the trading. It also allows for the world to partake in it. It does not matter where you 
live, you can be part of this investment market and make a profit at it. 
 
 

Is Forex Trading Too Risky? 

Many people do not believe that they should be investing in Forex trading, which is a form of 
investing in currencies from around the world. The goal is to trade currencies at just the right 
time, when the value of the currency is at its highest, so that you can turn a profit with them. In 
short, in order for you to make money at Forex, someone else has to lose money at it. The fact 
is, Forex trading is a risky business and there is no doubt that most people lose money before 
they make money. If this sounds too negative for you, keep your head up. There are ways to 
reduce your risks. 
 
First off, the first step in any type of investment plan is only to invest money that you can afford 
to lose. When you are involved in a tricky market like Forex, there is no doubt that you will be 
unable to make money every time. However, it is best for you to use money only that you can 
afford to lose, to protect yourself from financial ruin. If you put all of your eggs into one basket, 
and you dropped that basket, you lose all of your money. Therefore, the first step is to ensure 
that you have the money to lose and that you are diversifying any investments that you make.  
The second best way for you to do well with Forex trading is to learn the market and to 
understand it before you start putting your money into it. There is no really simply way to invest 
in Forex, and most people who just jump into it without learning it lose their money in the 
process. However, if you take the time to learn the ins and the outs of Forex trading, you may 
find yourself in a better position to make better decisions about your money. This equates to 
turning a real profit for yourself. 
 
When you do take the time to learn Forex, be sure to learn how to interpret and analyze data, 
which is where virtually all of your profit or your loss will come from. Take the time to learn from 
those who have experience within the market, since these professionals are better able to help 
you to make money in the short and the long term. Keep in mind that Forex trading is not 
something simplistic, but is worth your money if you learn it. 
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Making The Most Out Of Forex 

The Forex trading market is a place where plenty of people have made a lot of money. It is also 
a place where countless people have lost a lot of money. If you want to be on the good side of 
that transaction, it is important for you to focus on a few strategies that will help you. Forex is 
not simple. It is not something that you can make spur of the moment decisions on either. 
Rather, it requires a good amount of attention to detail and careful analysis of the situation. 
When you can learn the system and how to interpret data, then you can make good decisions 
that lead to a profit. 
 
One of the first things you need to realize is that no matter how much software and platforms 
and tools are out there, the world of Forex trading does not run on autopilot. As a trader, you 
need to learn the ropes and know how to explore the situation. You need to understand the data 
and understand the cause and effect of changes in the global economy. If all of these software 
programs could help you to make a million dollars right away, then everyone would be using 
them. On the other hand, those who are the most successful at Forex trading do not rely on 
many of these new devices. 
 
On the other side of this coin is that you are unlikely to make a lot of money with Forex trading if 
the only thing you are doing is focusing on complex strategies. Strategies are important to Forex 
investing but they are not and should not be so complex that they are impossible to pull off. 
Rather, be sure that you are sticking with a simple strategy that you know can turn a profit for 
you. 
 
And, finally, once you have that strategy in place, the final piece of the puzzle is to stick with it. If 
you move yourself around too much, changing your strategy too often, chances are good that 
you will lose money. Stick with the game plan as you have laid it out so that you can make the 
most profit. 
 
Forex is a complex strategy but it can be a profitable one, too. With that in mind, be sure you 
focus on Forex trading experience and training before you dive in. Remember that you do have 
to work to do well in Forex. 
 

Managing Your Money In Forex Trading 

Most people go into any type of investment situation with the goal of making money. They 
believe that every transaction will result in a profit for them. However, even the best traders will 
not be able to produce a constant profit every time. In fact, it is likely that you will lose money 
from time to time. If you do lose money, you should not be devastated by it. In other words, you 
need careful money management skills if you are to make the right decisions profit wise.  
 
The first thing you should focus on is not making any of your investment money, money that you 
cannot live without. Do not bet your house payment on the Forex trading market. There is risk 
involved with Forex and that risk is exacerbated by the fact that you do not have a lot of 
experience in the market place just yet. Therefore, bet with money that you can afford to lose so 
that you are not going to hurt if you lose it. 
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Next, focus on your Forex trading times. One option that you have is to manage money on five 
minute time frame. This is the easiest thing for most Forex traders to do. That is because a 
trader is able to monitor the charts on a regular basis, every five minutes, and that means you 
can make faster decisions. Second, in five minute trading, the losses are usually smaller in 
nature. The price ranges on the five minute time frame are smaller and that means it is easier 
for you to tell when the market is not doing what you want it to do. 
 
If you go with hourly time frames for your investments, this gives more time from fluctuations to 
occur. If you make a wrong trade, the losses could be more significant if you are using a time 
frame of an hour. And, of course, if you are using a daily chart to make your Forex decisions, 
then the chance of losing money is even larger and the amount you can lose is larger, simply 
because the information has a full day to processes before you get the information in hand. 
 
Therefore, as you consider the time frame in which you should be trading, do put some focus on 
your money management strategies. If you do so chances are good you will have more control 
over your investments.  
 
 

Why Forex Traders Like The Majors 

When it comes to Forex trading, there are many types of trades to make. A pair is simply a 
combination of two types of currency. For example, if you wanted to trade Euros for United 
States Dollars, the pair would simply be EUR/USD. As you can imagine, there are large number 
of possibilities here. You can image just how many currencies trade on the market and then 
factor in the number of combinations that can occur. However, there are some pairs called 
majors. They are majors because they are so easily and often trade in the Forex market. 
 
When it comes to trading the majors, you need to know first what they are and then second, you 
probably want to find out why trading them is so important. First, the major pairs are EUR/USD, 
GBP/USD and USD/JPY. Why should you trade in these formats? 
 

 These currency crosses (which simply mean the cross of funds traded from one 
currency to the next) trade very often. This provides them with better liquidity. This 
translates to mean that you will benefit from any price changes. 

 Most of the majors have a tight spread. This is true for most, except for GBP/USD. That 
particular major often has a higher spread than the others. This is due to the amount of 
volatility in that combination. Volatility simply means that there is a wider gap between 
prices ranges in this pair when compared to other spreads. 

 In addition, since each of these majors is in effect a trade with USD, United States 
Dollars, this means that they will trade during the New York trading session extensively. 
That is not to say that they cannot trade otherwise, just that they will likely trade more 
during New York trade sessions. This means that they will trade at the highest level 
during the highest volume of trades occurring in the market. The New York Market has 
the highest volume of all. 

As you can see, there is no doubt that paying attention to these majors will help you to improve 
the bottom line that you have. It is important to note that not all currency trades occurring with 
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these majors will be a good thing, but most will be profitable for anyone who is considering the 
investment into them. Majors should trade by beginners! 
 
 

The 90 Percent Risk In Forex Trading 

If you are considering an investment into the Forex market, it may be time to take a step back 
and to really examine if this is the right market place for you to be in. Because of the high level 
of risk, those without the ability to lose money without losing it all should not be placing their 
money into this market. One thing that you may hear from time to time is that in Forex, 90 
percent of people lose out within their first year. Is it true? 
 
This is the data that is often available. Of all of those who get started in Forex each year, 90 
percent of traders will lose all of the money they put into Forex. Only 10 percent of those who 
get involved in Forex will make money during their first year. This is often a question posed by 
many new Forex traders because the reality is that you are likely to be in the losing percentage 
of this transaction. 
 
It is true that many of those who start in Forex will lose their money. There are many reasons for 
this including a lack of strategy, a lack of training and experience and even arrogance. It is also 
true that 90 percent of those who invest will lose their money. This refers to each trader that is 
attempting to make a profit from Forex trading during the first year that they are active in the 
market place. The numbers do improve, though, for those that stay past this point. In fact, those 
who are still in the business after one year do not lose money or quit (this is the other 90 
percent of the formula) and those that are able to carry on successfully trading are the ones that 
make up that 10 percent block of people.  
 
There is risk involved in Forex trading. There is no doubt that everyone will lose money from 
time to time and this is often why so many people do not get involved in this process. However, 
before you find yourself in a position where you are unable to lose money, be sure that any 
money that you put into Forex is money that you do not need to pay your bills. It should be 
money that you can afford to lose. In addition, learn to make the right decisions to reduce your 
risks here.  
 
 

The Liquidity Of Forex Trading 

As one of the benefits of dabbling in the Forex trading market, you will notice that there are 
many people readily available to trade with you. This is not just because the Forex market offers 
the large number of transactions per day of any market, though it does that as well, but it is also 
because Forex trading also provides you with an opportunity to keep your funds very liquid. 
Because you are trading in currency and because the transactions happen right away, Forex 
trading is one of the most liquid markets out there. This keeps people interested and tuned in to 
it. For anyone who is considering the investment in Forex, also know that this liquidity could 
mean more transactions in a shorter period of time. 
 
The fact that Forex trading markets are so liquid means that you will nearly always have buyers 
and sellers to trade with if you participate in the market. This liquidity is another way in which 
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Forex is different from other markets around the world. Its uniqueness helps to keep people 
interested in it.  
 
Although all of the markets in Forex are very liquid and therefore very accessible for most 
people, it is important to note that the Forex market is particularly liquid in the major markets. 
Those major currencies are likely to be the place you spend most or all of your time. This 
includes the USD (United States Dollar), The EURO, the Great Britain Pound and the Yen, 
though other currencies are just as liquid.  
 
What does this liquidity have to offer to you? There are many benefits, of course, but it does 
help you to narrow spreads. It also helps to ensure there is some stability in the prices that you 
deal with. You may be wondering where this type of liquidity comes from. It comes from the 
banks that provide the necessary liquidity to those who are investors at Forex, including 
investors, companies, institutions and others who dabble in the market. 
 
The liquidity of the Forex trading market is important for anyone who wants to ensure that they 
can move money quickly, get to their funds right away and just have less down time between 
transactions. No matter how much money you would like to invest, knowing that this liquidity 
exists may encourage you to participate more in the Forex trading market, more so than you 
might do in other types of markets. 
 
 

The Pip In Forex 

Many terms in Forex trading are important to learn. However, most of the time people can figure 
out what is occurring since the terms really do lend themselves to their definitions. However, this 
is not always the case. One of the most commonly asked questions by new traders to Forex is 
what the pip is. The pip is an important part of the Forex trade and you will see it references 
through many of the transactions that you make. As you consider all of your trading options, it is 
best to understand fully this principle before moving on. 
 
In short, a pip is the smallest price chance in that currency exchange rate. In Forex, the market 
works by trading currency of one country to that of another country. As you can imagine, there 
are different values here, and that is the overall benefit to trading money. However, there is also 
the pip to consider. The pip is easier to explain through an example. 
 
For example, recently, the current rate for the Euro and Dollar cross (EUR/USD) was 1.4000. If 
you added one pip to this, it would equate to 1.4001 for the EUR/USD. In other words, the very 
last place in the decimal place in this rate is the smallest change in the value of the currency. In 
this case, the EUR/USD pair has the 1.4001 rate, which is the smallest increase possible. 
 
It is common to see the pips increase by a specific amount, or you may notice that people are 
saying that the rate went up five pips or ten pips. This simply means that it went up by that 
amount added onto the end of the number. If the above mentioned cross was at 1.400 and it 
went up five pips, then it would read EUR/USD equals 1.4000 plus (the lowest increase 
possible) 0.0005 which equals 1.4005. This is a five pip increase. 
 
If you are trading in Forex and you are looking at a chart, you can see this pip change by 
looking at the very last price bar. It will show you the rate of the increase in the cross. This 
information can then be used to help you to place additional transactions, or in other words, to 
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help you to buy or sell. The pip is an important part of the currency fluctuation in value and is 
something to monitor as you are trading. 
 
 

The Spot Market In Forex 

Many aspects of Forex trading are important to note. As you consider the many ways that you 
can make money on Forex, step back and watch the market play out for some time. In fact, 
some of the best investors have spend years studying the market so that they could learn how it 
works and then take that length of education and push it beyond so that they can make money 
in the market. Whether you spend 10 hours a day staring at data or if you just work at 
understanding what is happening behind the market, the goal is to learn it. Learn the market 
inside and out. 
 
One of the things you will want to focus on is the spot market. There are many sectors within the 
Forex trading marketing, but the spot market is one of the most important for you to take into 
consideration. This spot market is the area of Forex trading markets that has the largest volume. 
Volume is a term that shows the amount of trading occurring at the market place. The volume is 
the number of transactions that are occurring at any given time. Because the spot market does 
have the most trading it is one of the best places for you to go to invest, too. 
 
In the spot market, you will notice one important factor stands out. The spot market allows for 
any trades that are made to be settled immediately. For example, if you trade USD for EUR, this 
transaction, the currency changing hands, happens right at that time, when both parties have 
agreed to the exchange. This is unlike other markets where there may be a delay in the process 
of some time. Because the transaction does occur so quickly, people get the instant gratification 
that they want and they can turn around faster and then resell or re-exchange funds, as they 
would like to. 
 
It is important to note that although the spot market does trade immediately, this does not mean 
that the funds are available right at that moment. Rather, there is a few days where the 
transactions need to transit. This banking time is usually just two days, so long as they are 
business days. Still, other transactions take far longer to trade. Those who dabble in the Forex 
market know the importance of trading in this market place for this reason. Fast transactions 
receive appreciation. 
 
 

Understanding the Forex Drawdown 

In Forex trading, there are many topics to learn about, and many terms you need to know to 
understand the data presented to you. You see, with Forex, the market changes often and the 
profits and losses that occur do happen on a regular basis. You need to have the information 
available to you and be able to understand it fully if you are going to actually make a profit in this 
type of investment method. One of the terms most commonly asked about is the term 
drawdown. 
A drawdown is an important factor. In fact, it is one you will get to know well when you start out 
with Forex and you are losing more money than you are making. In a drawdown, you will learn 
how much money you could lose. In other words, a drawdown is the percentage of funds in an 
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account that you could lose in a situation where there are a streak of losing trades occurring. 
Another way to explain it is this. A drawdown is the largest loss that your account will take in any 
given moment or over any period of time. This is a number that you want to keep low, of course 
in order to be successful in Forex trading. 
 
A streak of losing trades is a term used to describe a losing streak, or a set of consecutive 
losses that are not profitable to you. Many times, the term drawdown is in use when it is in use 
to describe a trading system. In other words, as you consider the various trading systems out 
there, you probably want to know what the biggest loss you can face is if you use that particular 
trading system. That is not to say that you will lose this amount of money, though. This streak of 
loses often happens when there is a temporary worsening of the performance of a trading 
system.  
 
A drawdown is not something you want to happen, but it is something you need to know. If you 
have $10,000 and you have a 50 percent drawdown, this means that you could lose $5000, 
which is not small amount of money for the investor. Most drawdown percentages are clearly 
available to you when you are seeking a trading system. Know what they are and what they 
represent before you start to get involved in Forex trading. 
 

Trading Forex And The Process 

Many people become overwhelmed easily when they consider the process of trading currencies 
through Forex trading. It is different than trading stocks or even buying other investments. In 
addition, the style and method of Forex trading has allowed every day individuals to be able to 
log in and make the trades they want. This does not mean that Forex is easy to do nor is it 
something that everyone should participate in. However, you should have a complete 
understanding of Forex trading before you actually start putting money into the process.  
 
So, what do you need to know? For starters, the process of trading currency involves two types 
of currency and two investors. The currency trade occurs at the same time. This simultaneous 
process of buying one type of currency for another type of currency means that you will be 
selling and buying at one time. Because of this process, the currency combination that is in use 
in the trade is a cross. The cross may be made of any type of currency in the world, so long as it 
is an active form. For example, you may trade United States Dollars for Euros. You may be 
trading the Pound for the Yen and so on.  
 
Another term that is important to know about the Forex process is the term majors. The majors 
are the major forms of currency that trade most often in the world. This currently includes the 
Euro to USD, or EURUSD, the USD to the Yen, or USDJPY and USDCHF and GBPUSD. As 
you can tell, these terms are self-explanatory. If you see them during the process and are 
unsure of what they mean, a fast search online will give you an idea of what the term stands for. 
When it comes to trading on the Forex market, it is very important for you to have up to date 
information and to have a good understanding of the world's economies, cycles and so on. 
Although it may seem very simple to trade money back and forth, you need to know why one 
country's money is valued higher than another country's money. This often takes some research 
and even then, it can be difficult. 
Keep in mind that the process of trading Forex is not set in stone. In other words, you will need 
to spend some time examining all of your options. Learn the ins and outs of Forex before 
investing. 
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Using the Web For Forex Trading Help 

Forex trading is a method of financial trading in which an individual will trade the value of one 
currency for the value of another, in the hopes of turning a profit. When it comes time to invest 
in Forex, it is time for you to utilize many of the services that are available to you online. Forex is 
the largest financial market in the world and there are more than three trillion dollars worth of 
transactions that occur on that market every single day. This far outpaces anything that may 
occur within the other markets around the world. As you consider these things, keep in mind 
that the web can work against you or with you. 
 
One of the first things to do if you hope to become a Forex trader is to get educated. This 
means you need to jump in and learn what Forex is, how it works and why it works. You need to 
understand the global market place, how the effects on one country's economy will affect those 
of other countries. The more you understand about the play on currencies around the world, the 
more you will profit from Forex trading since you will have the knowledge you need to make the 
right decisions with this process. Most of the information that you need to learn is available to 
you online. 
 
On the other hand, the web can work against you, too. There are all sorts of complex strategies 
that many companies and people promise are the very best options out there. Chances are 
good that if the strategy is not simple that it will not work. In addition, keep in mind that Forex 
trading tools, platforms and resources online can hold you down. Unless the system can provide 
you with the clear resources you need, and does not cost too much, then it is not worth the 
investment.  
 
One way that you do want to take advantage of the web is for reviews. Do take the time to find 
unbiased reviews on the products and the services that are available to you online for Forex 
trading. This is one of the best ways to know what works and what does not work for traders. 
When it comes down to it, the web is a wealth of information that you need to understand and 
use if you hope to do well in Forex trading. The more you know, the more successful you will be. 
 
 

What Is A Forex Spread? 

In Forex, it is important to understand the lingo that often floats around. Without this information, 
you are going to be unable to make a profit. In fact, you may find yourself making several 
mistakes. One term that you may want to learn is the term spread. In short, the spread is the 
difference between the bid and the ask. As you process transactions in Forex, you will need to 
deal with the spread quite often. In fact, it may give you all the information you need to make a 
decision on which pair of currencies you will trade to and from. Let us explain this a bit further. 
In short, the spread is the difference between the price that you can sell the currency you own at 
and the price that you can buy the currency you want. The bid, then is the price that you can sell 
your currency. In any situation, the amount that you can sell the currency for is the amount that 
people are willing to buy from you. The price that you can buy currency at is called the ask.  
Another term that you need to be familiar with is the term pip. A pip is the very smallest amount 
that the price on the currency can change. This is the smallest increase that it can make. For 
example, if the EUR/USD is 1.4000, then the smallest increase that could occur here is a move 
to 1.4001. As you can see, this is minimal, but it is still very important. 
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The spread, then, is important to note on the types of pairs you are dealing with. Usually, with 
the majors, you will have a spread of 3 pips under normal market conditions. When considering 
any forex pairs to deal with, it is important to consider how much of a spread there is. If the 
spread is too big, this may mean that the pair is too volatile which in turn means that the prices 
of the pair can rise and fall quickly and that means more risk. 
 
You can learn the spread of any of the Forex pairs that you plan to deal with by checking your 
broker's website or even using your Forex trading platform to tell you. This information does 
change from one broker to the next, so do get in the habit of learning what it is before you start 
to invest.  
 

What Time To Trade Forex 

Many of those who trade Forex will tell you that they have a particular time of the day that they 
like to trade. Some will go as far as to say that there is a better time to trade than other times of 
the day. This is a personal question, of course, and it depends on your availability. However, 
there are some things to take into consideration when it comes to timing your Forex trading. 
Keep these in mind as you start out in the Forex trade market and while you get your feet wet 
within it. 
 
Each time of the day displays the same data, but there are different intervals in play. The choice 
of your timeframe to invest in the Forex market is really flexible and open, then. The most 
common and often the most preferred Forex periods are: 
 

 One Day 

 One Hour 

 And Five Minutes 

If you are a beginner at Forex trading, then these are the ideal options especially as you just 
start to get a feel for the Forex market and how it works. When you look at daily charts, each 
price bar is a representative of one day. With that in mind, a change on the chart will show just 
one time per day. When you are looking at the hourly time frame, a new price bar will appear 
every hour. This will give you more data on the chart for you to use as an analysis. The five-
minute chart, then, will provide you with new information every five minutes. This gives you the 
most detailed explanations and can provide you with the fast changes occurring in the market. It 
gives you the most detail. 
 
However, this does not mean that you cannot be successful when trading at other times. In fact, 
every time frame can be traded successfully. The yields you get are likely to be profitable in any 
of them if you make the right decisions.  
 
Keep in mind that the time frame that you choose requires your attention. Do you want to reach 
a chart and analyze it every five minutes? Can you even do this several times per day? If you 
want to make fast decisions, then the five-minute timeframe is fine. However, if you are looking 
at the longer picture, you will have more chance to get your decisions together before you make 
the investment. 


