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1 What Is Forex Trading?

Forex trading stands for dealing in international currencies. Here, one can sell currency of one country
to buy that of another. The trader deals in Foreign Exchange [Forex] at the most appropriate time to
profit from the transaction. Good ability to forecast market movements plays a vital role here. One may
wonder how Forex trading can be such a lucrative earning opportunity since fluctuations in exchange is
so little.

But remember, when done in big volumes, a minor change can mean a lot. There are many non-
monetary advantages to it as well. Anyone who wants to deal in Forex can do so, since only the basic
knowledge, a PC and an internet connection is required for it.

Try our FREE Practice
account with sooooUSD!

Forex can help you earn a lot of money. But there are certain conditions that apply when playing the
market in Forex.

Firstly, one must have a thorough understanding of trends in the stock market, the basics of trading and
risk-taking ability. You can get all the help you need for attaining these conditions very easily.

There are many sites on the internet which can help you clarify your basics and help you brave rough
weather. A good reason why Forex trading can be considered is the fact that there are frequent
fluctuations in currencies, though in percentage terms it may be small.

You gain if the fluctuation favors you and the reverse holds true as well. No one can accurately predict
the trend of the currencies. Liquidity is another reason why Forex trading is so popular.

Now the most important part — in Forex, you can make huge sums of money even if your initial
investment is on a lower side. You can invest as little as US$2000 with the WSD GM Mini you can start
even at US$200. There is ho no upper cap to the amount of investment. So remember that even with a
nominal investment, the earning ability is undoubtedly very high.

Most of the great businesses are connected to the world of internet today, and Forex trading is no
exception. You can deal in foreign currencies right from your home. In fact, it is fully conducted online.
You have the liberty to choose when you want to trade or from where and you don’t need to meet any
deadlines.

Basically, you can be your own boss. The process of online trading is fairly simple for anyone to
understand. You just need to open an account for Forex trading with a recognized broker such as WSD
Global Markets (as shown here http://www.wsd-fx.com/account openingb.php) and they will
complete the rest of the formalities. The only bit you need to do is get ready with your investment
amount.
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So, it is thus clear that Forex trading can be one of the best businesses to earn money. Though there is a
level of risk attached to it, it can be avoided with due care and an alert mind!

2 The Importance of Forex Trading

Foreign Exchange [Forex] involves exchanging of different foreign currencies for profit. The reason for
buying the currency of another country may be the need to buy some commodity of the said country as
well, besides making money through the difference in exchange rates.

In the latter case, people buy currency of a foreign country when the rate in the market is low, and sell it
off when the rates go up. Currency trading is usually done between the central banks, the government,
speculators and MNCs. Nations cannot trade with each other without the presence of a foreign market.

A huge amount of money is daily traded in the Forex market, though the amount invested by an
individual trader may be very low. No one individually can have any influence on the Forex fluctuations,
not even the government. So it can easily be concluded that the level of the currency reflects the
strength or the weakness of the economy of a country. So this makes the Forex market a good place for
competition.

The government and the central bank do try to stabilize the currency of their country by speculating,
buying and selling currencies at appropriate times. So they can influence the market if they conduct a
trade in high volumes, though. To buy its own currency, however, the government or the central bank
must have huge reserves of foreign currency with them. So it is virtually impossible to inflate the
currency value artificially.

Banks trade a lot in foreign currencies and this forms a chunk of the volume in the Forex market. They
buy currencies not only as individual bodies, but also on behalf of their clients. They trade in lots of
futures. Till a few years back, the brokers could influence the volumes of trading in the Forex market.
But due to the electronic services available now, the services of brokers is no longer required. It’s easy
to operate electronically.

Trading with international countries is possible only with the existence of Forex markets. When there is
no Forex market, there is no common currency between two countries, so one cannot evaluate the
value of one currency with respect to the other.

The buyer pays the seller in the former’s currency. With the money so received, the seller buys goods in
the buyer’s country and sells those goods in his [seller] country.
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Only then he is able to know how much he has earned through the export. In the presence of a Forex
market, though, it is very easy for a seller to know of his earnings at the very instant that he conducts an
export trade. In the same manner, the buyer too will have a thorough knowledge of the cost he will have
to incur to buy goods from an international country.

Forex is traded in currency pairs such as described here http://www.wsd-fx.com/major_currencies.php
Or here: http://www.wsd-fx.com/cross_currencies.php

+AUDNZD 1.2473 #AUDUSD 0.7828 #EURGBP 0.8490 #EURJPY 131.90 #EURTRY 2.1849 #EURUSD
1.3836 #GBPJPY 155.31 #GBPUSD 1.6292 #NZDUSD 0.6268 #TRYJPY 60.22 #USDAED 3.6700

3 The Main Order Types in the Forex Market

There are many kinds of orders which traders can place to profitably transact in the Forex Market.

Market Order is an order to buy or sell a stock immediately at the best available current
price.
A market order is sometimes referred to as an "unrestricted order".

Limit Order is a type of limit order to buy or sell shares at the market open if the

market price meets the limit condition. This type of order is good only for
the market opening and does not last for the whole trading day.

Stop Loss Order

is an order in which an open position is automatically liquidated at a
specific price. Stop Loss Order minimized potential losses if the market
moves in the opposite direction of the investor’s position.

Entry Order

Such an order is filled only when certain conditions are met in the market,
which the order specifies. The entry order can be a limit entry order or
even a stop entry order.

Limit Entry Order

As an example, let’s assume that the current market price for GBP/USD is
1.9705-10. This implies that the trader can transact at these levels. Here, a
trader can put a limit entry order to sell his holdings at a price more than
the market price, say, 1.9715. His order would be executed only if that
price is attained. In the similar manner, he can place an order for buying
at a level of, say 1.9700, and his ‘buy’ order would remain pending till the
price falls to that level.

Stop Entry Order

Such an order is generally used when the trader has sufficient grounds to
believe that the currency is trading in a fixed range and believes that it is
on the verge of a breakout from that range. He might want to buy at a
price higher than the market price or sell at a lower price than the market
price. In the same example, the trader may go ahead and buy at 1.9720 or
sell at 1.9690, where he believes that once these levels are attained, the
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If you are an amateur in this field, you should quickly discover authentic forex charts from the Internet
or may opt for free actual forex charts. The best option is however, to take the help of our stat of the art
metatrader charts offered on our website http://www.wsd-fx.com/market charts.php as well as in our

free demo accounts http://www.wsd-fx.com/software/wsd4setup.exe recognition software and

mastering on it, you are well suited for this business.

Forex charts keep you updated about currency values at any time, even between short time gaps like
minutes to long intervals like several years. The graphs depicting the oscillations in rates are line graphs,
or bar diagrams or candlestick charts.

Line charts are easy to interpret and help you to broadly check ups and downs of prices. It aids you to
track the current trend of rate movement. On the contrary, bar charts are not as lucid as line graphs but
supply a much in depth information.

To summarize, the length of a bar chart depicts the amount of rise or fall in price and the breadth gives
the duration, which has witnessed this. Initial and final rates are mentioned on chart so that you can
identify the range and whether it’s a fall or rise. There are pattern recognition software available that
interpret the bar diagrams for you and make your task easier.

The Japanese were first found to use candlestick charts to plot their amount of their rice production.
Since then they have been increasingly popular. Though they are similar to bar diagrams, they are
colored.

Each color acts as a code to signify the rise or fall in price. The index is written on the graph itself. Thus
candlestick plots are much more user friendly than bars. Candlestick charts have unique patterns and
they are as pretty as to be named after natural beauties. As soon as you are able to identify the
particular pattern you will identify the market trend.

An actual forex chart is often complemented with many technical indicators such as trend, strength,
volatility and cyclic movements. A forex chart is useful itself, but this adjunct information is provided to
ease your task of market analysis to predict both movements in the market and market volume.
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11 How to Calculate your Interest on Forex Trades

One of the best things about Forex trading is the fact that one can trade using leverage, thus borrowing
as much as 1,000 times your capital in order to make a trade. However, borrowing money for trading in
foreign exchange is the same as borrowing it for other purposes—interest must be paid on the loan.

However, as currency trading involves both buying and selling, the interest due on your loan can be
offset by the interest earned on the currency you buy. Before going on to particular examples, let us
take a look at interest rates in general, to see how the foreign exchange market is affected by it.

The government, because of rapidly rising prices, might decide to raise interest rates. This would
increase the cost of the country’s currency, and make demand and consumption fall, as borrowing
would be more expensive.

This in turn would cause prices to fall and inflation rates would come down. Similarly, a country
undergoing recession might lower interest rates to boost the country’s economy, as lower price of
currency would cause demand, and, therefore, supply, to increase.

Interest rates set by central banks also determine at what rate commercial banks can borrow from
governments and lend to their customers, including forex traders. This tells us how interest rates affect
this trade.

A trader who, for example buys GBP/USD, needs to borrow the Dollars to buy the Pounds and will, thus,
pay interest on the USD and earn it on the GBP. If the interest rate the Bank of England sets for the UK
Pound is higher than the one set by the Federal Reserve for the US Dollar, the trader will earn more on
the UK Pounds he bought than he pays on the US Dollars he borrowed, thus making a profit.

However, unless there is a significant difference between the two interest rates, the net profit or loss
will be marginal. Besides, while interest rates are set on an annual basis, trading positions are usually
opened for short periods. This serves to significantly lower any gain or loss on interest rates.

In central banks, interest rates are set in accordance with a country’s monetary policy—high interest
rates make the currency more expensive to buy and lower interest rates make it less so.

Imagining the government of a country with high inflation will help you understand how interest rates
are used.
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Legal
Disclaimer

Disclaimer WSD Financial (NZ) Ltd (“WSD”) tries to ensure the information on this Web site is accurate
and current but does not accept liability for any error or omission it may contain. All warranties
expressed or implied as to the accuracy or completeness of the information on this Web site, or in
respect of any products or materials referred to, are excluded to the extent permitted by law.

The information contained on this Web site is intended to provide information about WSD’s current
products and services and is subject to change without notice.

Use of this Web site is deemed to be acceptance of the terms and conditions contained in this policy.
WSD may vary this policy at any time. The current version of the policy will be maintained on the Web
site.

Access to trading systems

WSD shall not be liable for any indirect, special, incidental or consequential damages including without
limitation damage to your computer or computer system or settings, loss of data, revenue or profits
which you may suffer arising out of your use, delay in using or inability to access this website or
downloading of software from this website. WSD does not provide any guarantee or representation that
the website or materials will meet your requirements or that the website or any software will be
uninterrupted, secure or free from errors or viruses.

Third party materials and websites

This website may contain materials produced by third parties or links to other websites. WSD accepts no
responsibility or liability for the currency or accuracy of such information or for the operation or content
of other websites (whether or not linked to this website). You should verify it with those parties directly.

Privacy

As required by the Privacy Act 1993, we follow strict security procedures in the storage and disclosure of
information which you have given us to prevent unauthorized access. The information that you provide
about yourself to WSD will only be used by WSD and will not be distributed to any third party without
your express permission except as provided by New Zealand law.

Copyright

The copyright in all text, graphics, images, software and any other materials displayed or available on
this website is the property of WSD unless otherwise stated. If the owner of any material published on
this Web site is not WSD, the rights in respect of that material will be as defined by the copyright owner
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of the material concerned. Unless otherwise stated, you are permitted to copy textual material for your
own non-commercial use provided you retain and display any copyright notice applying to the material.
No material from this Web site may be reproduced or distributed in any media without written
permission from WSD.
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