Complete Beginner's Guide to Forex
Trading

Learn the Basics of Currency Markets, Trading Platforms, and How to Get
Started Confidently
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1. What is Forex Trading?

Forex, short for “foreign exchange," is the global market where currencies are
exchanged. When you convert your local currency into another at the airport or
bank, that's a small version of Forex.



In Forex trading, you're buying and selling currencies online in order to make a
profit.

e Market Size: Over $6 trillion traded daily
e Trading Hours: 24 hours a day, Monday to Friday

e Participants: Banks, corporations, governments, and individuals

Why People Trade Forex

e To profit from currency price changes
e To protect against currency risks (hedging)

e To speculate on global economic trends

2. What Can You Trade in Forex?

Modern Forex platforms let you trade much more than just currency pairs.
Here's what's available:

Currency Pairs
These represent the value of one currency compared to another.

e EUR/USD - Euro vs. US Dollar
e GBP/JPY - British Pound vs. Japanese Yen

e USD/CAD - US Dollar vs. Canadian Dollar

Commodities
Traders can also speculate on commodities like:

e Gold



e Silver
e Oil

e Natural Gas

Indices

Trade stock indices that reflect the performance of a country’s top companies.

e S&P 500 (US)
e FTSE 100 (UK)

e DAX 30 (Germany)

Stocks (CFDs)
Many brokers allow trading of global stocks as CFDs. Examples:

e Apple (AAPL)
e Tesla (TSLA)

e Google (GOOGL)

Cryptocurrencies

Some brokers offer digital currencies as trading instruments.

e Bitcoin (BTC)
e Ethereum (ETH)

e Ripple (XRP)




3. Common Forex Terms Explained

Before you start trading, get familiar with key Forex terms:

Currency Pair
The combination of two currencies (e.g., EUR/USD) showing the exchange rate
between them.

Pip

The smallest price movement in most currency pairs. Usually the fourth
decimal place. Example: 11234 - 11235 = 1 pip.

Bid/Ask Price

e Bid: The price at which the market will buy from you

e Ask: The price at which the market will sell to you
The difference is called the spread.

Leverage

A tool that allows you to control a larger trade size with a smaller amount of
capital.

Example: 1:100 leverage means $100 controls $10,000.

Margin
The amount of money needed in your account to open a trade using leverage.

Lot Size
The size or volume of your trade.

e Standard Lot: 100,000 units
e Mini Lot: 10,000 units

e Micro Lot: 1,000 units

4. Understanding Forex Charts

Charts help traders visualize how prices are moving. There are different types:



Line Chart
Connects closing prices over time. Simple but limited.

Bar Chart
Shows the open, high, low, and close for each time period.

Candlestick Chart
The most popular chart type. Each candle shows:

e Open and Close (the body)

e High and Low (the wicks)

Green/white candles usually mean price increased; red/black candles indicate
a decrease.

5. How Does Forex Trading Work?

Forex trading involves buying one currency while selling another — always in
pairs.

Example:

If you think EUR/USD will rise, you buy (go long).
If the price rises, you profit.

If the price drops, you lose.

You can also sell (go short) if you think the price will go down.

The Goal:
Buy low, sell high — or sell high, buy low.

6. Prop Firm Trading Objectives

Prop trading firms provide funding to traders, but you need to pass an
evaluation phase first. These are the usual objectives and rules:

Profit Target
You must earn a certain percentage, like 8-10%, within a set time.



Daily Drawdown Limit
The maximum loss you can make in a single day, usually 4-5%.

Maximum Drawdown Limit
Total allowable loss from peak to trough, often 10-12%.

Minimum Trading Days
You might be required to trade for at least 5-10 active days.

Leverage
Most firms offer leverage like 1:100 or 1:50.

Profit Split
Once funded, you'll often keep 80-90% of the profits you generate.

7. What are Swap-Free (Islamic) Accounts?

Swap-free accounts are designed for traders who follow Islamic finance
principles. These accounts do not charge or earn overnight interest.

How it works:

e No interest (swap) is applied for holding trades overnight

e Some brokers apply a small fixed administrative fee instead

Available with most brokers upon request.

8. What is a Prop Firm Free Trial?

A free trial allows you to test your skills without risking money.
Advantages:

e No cost to participate

e Simulates real market conditions



Helps you practice and learn the rules of the prop firm

Ideal for beginners or anyone testing a new strategy

Most firms offer a 5- or 10-day free trial.

9. Getting Started: Step-by-Step

Here's a quick beginner roadmap to launch your trading journey:

1.

Learn the Basics — Read this guide and understand key concepts
Select a Broker — Choose one that is licensed and supports MT4/MT5
Open a Demo Account - Practice risk-free with virtual money
Download MT4/MT5 - Learn the platform and place demo trades
Study the Charts — Use indicators and draw basic support/resistance
Try a Free Prop Firm Trial — Simulate real trading

Take a Challenge - When confident, go for the funded account

10. Final Words for Beginners

Forex trading is a powerful skill, but it's not easy. Be patient, focus on learning,
and manage your risk at all times. Avoid the mindset of “getting rich quick."
Instead, aim to become consistent and disciplined.

Key Tips:

Always use a stop-loss

Risk only what you can afford to lose



e Start with small trades
e Track your trades and learn from them

e Continue your education through courses, books, or mentorship

Remember: The journey to becoming a successful trader takes time and effort
— but with the right mindset and education, you can get there.
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