
The Foreign Exchange Market (Forex or FX) is the largest liquid market on the globe, 

trading an average of over $1 and half trillion per day. What once was an industry used 

only by big business and the super wealthy has become a marketplace available to every 

consumer via the internet. Because it never closes, the FX allows over the counter trades 

of all known currencies through major financial centers in nearly every time zone. 

 

Leverage (the amount of money you can borrow for a trade) can increase the value of 

movement in this ordinarily less than volatile market. The higher the leverage ratio, the 

higher the total capital available compared to actual capital needed for the trade. For 

instance, if you have a leverage ratio of 100:1, your broker will lend you $100 for every 

dollar you put in. This factor, together with its extreme liquidity, have made FX a rapidly 

growing marketplace. 

 

Account types range from mini, requiring an initial investment of $250, capital, requiring 

$2000 start up, to premium accounts for larger players. Leverage will increase depending 

on account size. 

 

Currency pairs are quoted by their stock symbols as what is known as bid/ask spreads. 

These are expressions of how much you can buy and sell a currency for. An example 

would be if the EUR/USD spread is listed as 1.2070/1.2178. The first number lists how 

much you could sell a Euro for in US dollars, the second number lists how much you 

could buy one for. 

 

Fundamental analysis is most often used to predict long-term trends and the indicators in 

the FX and include Non-Farm Payroll, Purchasing Managers Index (PMI), Consumer 

Price Indes, (CPI), retail sales and durable goods. In addition, the Fed Open Market 

Committee and European Central Banking Committee, along with something as simple as 

Ben Bernanke’s tone, can affect volatility. Technical analysis is also used to make long 

term projections in the foreign market place. 

 

In order to be successful in the FX, only a small percentage, roughly 5%, of your total 

account should be risked on each trade. Being disciplined, patient and savvy enough to 

recognize a bad trade will keep losses at a minimum.  

 

Remember, in order to sleep at night, commit PILLO to memory. 

P:  Pick the pair to buy/sell 

I:  Initial investment amount 

L: Leverage, how much 

L: Limits: trade limits will be discussed later 

O: Open trade 

 

Let’s go over an example of a trade.  

 

If you invested $100 with a leverage of 1:100, you would be able to trade $10,000 of 

NZD/USD with an exchange rate of 0.7764. In effect, you’ve sold $10,000 USD worth of 

NZD.  



 

In this same example, if the rate drops to 0.7406 the next day, a decrease of 5% or 358 

pips (each point equals one US dollar), you can now cash in and make $358 on your 

initial capital investment of only $100. 

 

 

NZD/USD (Sell)  0.7764 

NZD/USD (Buy)  0.7406 

Difference  0.0358 

Points  358 

Profit  $358 

 

 

This example uses a small initial investment with unlimited earnings potential. When 

starting out, keep the trades manageable, and remember PILLO. 


