)

%

Trade Baaj

CURRENCY

MARKET

BASIC
HANDBOOK

2024

Unlock the secrets of the Forex
market with our comprehensive
handbook. Master strategies,
analysis, and trading techniques
to navigate the world of
currency exchange with
confidence

www.tradebaaj.com




DISCLAIMER

The information provided in this book, "Basics of Currency Market," is intended for

educational purposes only. It is not intended as financial or investment advice. The currency markets

are highly complex and volatile, and trading involves substantial risk of loss.

Readers are advised to consult with a qualified financial advisor or broker before making any

investment decisions based on information gleaned from this book. Trading in currencies carries
inherent risks, and past performance is not indicative of future results. The reader assumes all
responsibility for any gains or losses incurred from trading activities.

No part of this book should be construed as an offer or solicitation for the purchase or sale

of any financial instrument. The author and publisher disclaim any liability, directly or indirectly,
arising from the use of the information contained in this book.

By reading this book, you acknowledge and agree to these terms and conditions. Always
conduct your own research and exercise caution in the currency markets

Author: Prathamesh Gaykar
Published By: Trade_Baaj
www.tradebaaj.com
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Introduction to Currency Market

o The currency market, also known as the foreign exchange market (Forex or FX), it is a global
decentralized marketplace for trading national currencies against one another.

e Itis the largest and most liquid financial market in the world, with daily trading volumes exceeding $6
trillion

e It Involves buying and selling different currencies with the aim of making a profit

o The value of a country's currency depends on whether it is a "free float" or "fixed float."

o Free-floating currencies are those whose relative value is determined by free-market forces, such as
supply-demand relationships. Free-floating currencies include the U.S. dollar, Japanese yen, and British
pound.

o A fixed float is where a country's governing body sets its currency's relative value to other currencies, often
by pegging it to some standard. Fixed floating currencies include the Panamanian Balboa and the Saudi
Riyal.

o Historically, foreign exchange market participation was for governments, large companies, and hedge funds.
Many investment companies allow individuals to open account and trade currencies through their platforms

History of the Foreign Exchange Market:
The history of the foreign exchange (Forex) market is a fascinating journey that reflects the evolution
of global trade, finance, and economic policies. Here’s an overview of its major historical milestones:

Ancient and Medieval Periods:

1. Ancient Civilizations: The concept of currency exchange dates back to ancient civilizations. Merchants
would trade goods and services in different regions, necessitating the exchange of one type of currency
for another. Ancient Egyptians, Greeks, and Romans facilitated this through various methods, including
coinage and barter systems.

2. Middle Ages: During the middle Ages, currency exchange became more formalized. Money changers
in medieval Europe, often associated with Jewish communities, played a crucial role in exchanging
currencies at fairs and markets.

Renaissance and Early Modern Period:

1. 15th to 17th Century: The Renaissance period saw the rise of powerful city-states like Venice and
Florence, which became important financial centers. Banking families, such as the Medici, established
networks that facilitated currency exchange across Europe.

2. 1600s: The establishment of modern banking institutions like the Bank of England (1694) and the
development of bills of exchange significantly advanced the practice of foreign exchange.

The Gold Standard Era:

1. 19th Century: The Gold Standard was established, where currencies were pegged to a specific
amount of gold. This system provided stability and predictability to currency exchange rates. The
United Kingdom officially adopted the Gold Standard in 1821, followed by other major economies. In
1875, the gold standard was implemented, meaning countries were only allowed to print currency equal
to the amount of their gold reserves. Gold was the metal of choice due to it being rare, malleable, tough
to corrode, and hard to obtain.
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2. Early 20th Century: The Gold Standard system began to face challenges, especially during times of
economic crisis. The outbreak of World War | led to the suspension of the Gold Standard as countries
needed to print more money to finance the war.

Interwar Period and Bretton Woods Agreement:

1. Interwar Period: The period between the two World Wars saw economic turmoil and fluctuating
exchange rates. Efforts to return to the Gold Standard failed, and countries experimented with various
exchange rate systems.

2. Bretton Woods Agreement (1944): In response to the economic instability of the interwar period, the
Bretton Woods Conference established a new international monetary system. The US dollar was
pegged to gold, and other currencies were pegged to the US dollar. The International Monetary Fund
(IMF) and the World Bank were created to oversee this system.

Post-Bretton Woods Era:

1. 1971 - Nixon Shock: President Richard Nixon announced the suspension of the US dollar's
convertibility into gold, effectively ending the Bretton Woods system. This led to the transition to a
system of floating exchange rates, where currency values are determined by market forces.

2. 1970s-1980s: The Forex market began to evolve rapidly with the introduction of computer
technology. Banks and financial institutions started using electronic systems for trading currencies,
increasing market efficiency and participation.

Modern Era:

1. 1990s-Present: The development of the internet revolutionized the Forex market. Online trading
platforms made currency trading accessible to retail investors. The market became more globalized,
with increased participation from hedge funds, corporations, and individual traders.

2. 2008 Financial Crisis: The global financial crisis highlighted the interconnectedness of the Forex
market with other financial markets. Central banks around the world intervened to stabilize their
currencies, showcasing the critical role of the Forex market in global finance.
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Types of currency exchange market

1. Spot Forex Market
Definition:
The spot Forex market involves the direct exchange of one currency for another at the current market price,
known as the spot rate. Transactions are typically settled within two business days.
Key Features:
e Immediate Settlement: Trades are executed immediately, and the currencies are exchanged shortly
after the trade.
e Current Exchange Rates: Transactions occur at the prevailing market rates.
e High Liquidity: This is the most liquid segment of the Forex market.
Participants:
e Banks
o Financial institutions
o Corporations
o Retail traders

2. Forward Forex Market
Definition:
The forward Forex market involves contracts to exchange currencies at a specified future date at a
predetermined rate, known as the forward rate.
Key Features:
e Custom Contracts: Forward contracts can be tailored to the specific needs of the parties involved.
e Hedging Tool: Often used by businesses and financial institutions to hedge against future currency risk.
e Non-Standardized: Unlike futures, forward contracts are not standardized and are traded OTC (over-
the-counter).
Participants:
e Multinational corporations
o Financial institutions
o Hedge funds

3. Futures Forex Market:
Definition:
The futures Forex market involves standardized contracts to exchange a specific amount of currency at a
predetermined rate on a set date in the future. These contracts are traded on regulated exchanges.
Key Features:

o Standardization: Futures contracts have standardized terms set by the exchange.

e Regulation: Traded on exchanges like the Chicago Mercantile Exchange (CME), providing

transparency and regulatory oversight.

e Margin Requirements: Participants must post margin, which is a fraction of the contract value.
Participants:

e Speculators

o Institutional investors

o Corporations

o
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4. Options Forex Market:
Definition:
The options Forex market involves contracts that give the holder the right, but not the obligation, to exchange a
specific amount of currency at a set rate on or before a specified date.
Key Features:
o Flexibility: Options provide the flexibility to hedge or speculate on currency movements with limited
risk.
e Premium: The buyer pays a premium for the option, which is the maximum potential loss.
e Call and Put Options: Call options give the right to buy, and put options give the right to sell the
currency pair.
Participants:
o Hedgers
o Speculators
o Financial institutions

5. Swap Forex Market:
Definition:
The swap Forex market involves the exchange of currencies between two parties with an agreement to reverse
the transaction at a later date. It includes both a spot transaction and a forward contract.
Key Features:

o Interest Rate Differentials: Swaps account for the interest rate differentials between the two

currencies.

e Hedging and Speculation: Used for managing interest rate risk and currency exposure.

e Custom Agreements: Swaps are typically tailored to the needs of the parties involved.
Participants:

e Banks

o Corporations

o Financial institutions

6. Interbank Forex Market:
Definition:
The interbank Forex market is a global network of banks and financial institutions that trade currencies directly
with each other, usually in large volumes.
Key Features:
e High Volume: The largest segment of the Forex market by volume.
o Institutional Players: Dominated by large banks, central banks, and major financial institutions.
e Price Determination: Influences exchange rates and liquidity in the broader market.
Participants:
o Central banks
e Commercial banks
o Major financial institutions

o
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7. Retail Forex Market
Definition:
The retail Forex market involves individual traders and small investors who trade currencies through online
trading platforms and brokers.
Key Features:

e Accessibility: Online platforms have made Forex trading accessible to individual investors.

o Leverage: High leverage is often available, allowing traders to control large positions with small

capital.

o Education and Tools: Brokers provide educational resources, trading tools, and customer support.
Participants:

e Individual traders

e Small investors

e Online brokers

o
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Market players of currency market

The exchange market is majorly made up of
Banks

o Forex dealers

o Commercial companies

o Central bank of that specific country
Name of Central Bank Country Currency Nick Name of currency
Federal Reserve USA usb BUCK
Bank of England United Kingdom EUR FIBER
European Central Bank European Union GBP CABLE
Bank of Canada Canada CAD LOONIE
Reserve Bank of Australia Australia AUD AUSSIE
Swiss National Bank Switzerland CHF SWISSY
Bank of Japan Japan JPY YEN
Reserve Bank of New Zealand New Zealand NzD KIWI
e Investment management firms
e Hedge funds
o Retail forex dealers
e Import & Export traders
e Investors
e Tourists

o
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Market Hours

e Domestic: Monday to Friday (9 AM to 5 PM)
e International : Monday to Friday (24 Hours)

Winter Session

Session October to April
Open Close
Sydney 1.30am 10.30am
Tokyo 5.30am 2.30pm
London 1.30pm 9.30pm
New York |6.30pm 3.30am

Open

3.30am
6.30am
1,30pm

6.30pm

All above mentioned time is as per Indian Standard Time.

Summer Session

April to October

Close
12.30pm
3.30pm
9.30pm

3.30am

Currencies
Involved

AUD, NZD
JPY
GBP

USD, EUR, CAD,
CHF
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Currency symbols:

It always have three letters

Where the first two letters identify the name of the country
The third letter identifies the name of that country's currency.
E.g. -

Code

AUD

NZD

JPY

GBP

EUR

CAD

CHF

usb

Country
Australia
New Zealand
Japan

Great Britain
Eurozone
Canada
Switzerland

United State

Currency & Currency Pair

Currency Nick Name of currency
Dollar AUSSIE

Dollar KIWI

Yen YEN

Pound CABLE

Euro FIBER

Dollar LOONIE

Frank SWISSY

Dollar BUCK
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Currency pair:
In regular market we purchase any share or security by paying our countries currency. Here
whole market is of currency so we purchase currency by paying another currency.
o Inthe Forex market, currencies are traded in pairs.
o Each currency pair consists of two currencies, where the value of one currency is quoted against the
value of another.
e A currency pair consists of two components:
1. Base Currency: The first currency in the pair.
2. Quote Currency: The second currency in the pair.
e The currency pair notation is typically written as Base Currency/Quote Currency.
o For example, inthe EUR/USD pair, EUR is the base currency, and USD is the quote currency.

BASE QUOTE
CURRENCY CURRENCY

oo
w

T e o B .

. EUR /7 USD

' 1.13805 / 1.13823 OB

o

BID PRICE

SPREAD

SPREAD = 1.13823 — 1.13805 = 1.8 PIPS = 18
PIPETTS

q

Bid Price:
« The bid price is the price at which the market (or broker) is willing to buy the base currency in
a currency pair.
o It represents the highest price a buyer is willing to pay for a currency.
Ask Price:
e The ask price (or offer price) is the price at which the market (or broker) is willing to sell the
base currency in a currency pair.
o It represents the lowest price a seller is willing to accept for a currency.
Spread:
e The spread is the difference between the bid price and the ask price of a currency pair.
o The spread is effectively a fee that traders pay to enter a trade.
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Currency pairs are divided into some below mentioned cateqories:

Major Currency Pairs Minor/Cross Currency Pairs Exotic currency pairs
Most traded and liquid Currency pairs do not involve Currencies of emerging or smaller
currencies in the world. USD | the US Dollar economies and are less liquid, more
will be one of the currency volatile
in pair
e EUR/USD e EUR/GBP e USD/TRY (US Dollar/Turkish
e USD/JPY e EUR/PY Lira)
e USD/CHF e GBP/IPY e USD/ZAR (US Dollar/South
e GBP/USD e AUD/IPY African Rand)
e USD/CAD e NZD/IPY e USD/THB (US Dollar/Thai Baht)
e AUD/USD
e NZD/USD
Less Spreads Less liquid and have wider Wider spreads compared to major and
spreads compared to major minor currency pairs

currency pairs
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PIP’s and Lots:

PIP:
e PIP is the smallest price movement in a currency.
 Generally PIP is the 4th digit from decimal point as shown below

EUR/USD = 1.1051

: 1

pIp
o Next digit of PIP(5" digit from decimal point) is pipetts
o Exception For JPY currency PIP is 2nd digit from decimal point e.g. USD/JPY

Lot Size:
Spot forex was traded in specific amount called lots. The standard size for a lot is 100,000 units
Lot Lot size Number of Units
Standard 1 100,000
Mini 0.10 10,000
Micro 0.01 1,000




Margin and Leverage

Margin:

Margin is the amount required from trader to purchase trade.

Margin= Quantity/ Leverage

Leverage:

Leverage in Forex is the use of borrowed capital to increase the potential return on an investment. It is
expressed as a ratio, such as 50:1, 100:1, or 200:1, indicating the amount of leverage provided by the
broker

Advantages of Leverage

1.

2.
3.

Increased Market Exposure: Allows traders to control larger positions than their capital would normally
permit.

Potential for Higher Profits: Magnifies the potential returns on investment.

Efficient Use of Capital: Enables traders to use their capital more efficiently and diversify their trading
strategies.

Disadvantages of Leverage

1.

2.

3.

Increased Risk: While leverage can magnify profits, it also magnifies losses. A small adverse market
movement can result in significant losses.

Margin Calls: If the market moves against you, you may receive a margin call from your broker
requiring you to deposit additional funds to maintain your position.

Psychological Pressure: High leverage can lead to emotional trading and stress, which can affect
decision-making.

Managing Leverage Risk

1.
2.
3.

4.

Use Stop-Loss Orders: Protect your capital by setting stop-loss orders to limit potential losses.

Risk Management: Only risk a small percentage of your trading capital on any single trade.
Understand Market Conditions: Be aware of the volatility and liquidity of the currency pairs you are
trading.

Educate Yourself: Continuously educate yourself on trading strategies, market analysis, and risk
management techniques.

o
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Types of Market Orders

o Trading involves buying and selling financial instruments with the aim of generating profits from short-
term price movements.

o Understanding the law of demand and supply and the factors affecting demand and supply is essential
for traders and investors to analyze market trends, identify trading opportunities, and make informed
trading decisions in various financial markets.

o By analyzing market demand, supply, and equilibrium price and quantity, traders and investors can
anticipate market trends, price movements, and market volatility, and adapt their trading strategies to
changing market conditions.

Market Orders:

1. Buy Market Order: A buy market order is an order to purchase a financial instrument at the current
market price. It is executed immediately at the best available price.

2. Sell Market Order: A sell market order is an order to sell a financial instrument at the current market
price. It is executed immediately at the best available price.

Limit Orders:

3. Buy Limit Order: A buy limit order is an order to purchase a financial instrument at a specified
price or lower. It is executed only if the market price reaches the specified price or lower.

4. Sell Limit Order: A sell limit order is an order to sell a financial instrument at a specified price or
higher. It is executed only if the market price reaches the specified price or higher.

] (-

Buy LIMIT

Order placed below price
and price then goes up

Sell LIMIT

Order placed above price
and price then goes down
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Stop Order:

5. Buy Stop Order: A buy stop order is an order to purchase a financial instrument at a specified price
or higher. It is used to enter a trade when the market moves in a favorable direction.

6. Sell Stop Order: A sell stop order is an order to sell a financial instrument at a specified price or
lower. It is used to exit a trade and minimize losses when the market moves against the trader.

Buy STOP

Order placed above price
and price keeps going up

Sell STOP

Order placed below price
and price keeps going down
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Market Analysis

Market analysis involves the systematic examination of market dynamics, trends, and conditions to
make informed decisions about trading or investing. It typically includes:

1. Fundamental Analysis:

e Itis away of looking at the forex market by analyzing economic, social, and political forces
that may affect the supply and demand of an asset. The idea behind this type of analysis is that
if a country’s current or future economic outlook is good, their currency should strengthen. The
better shape a country’s economy is, the more foreign businesses and investors will invest in
that country. This results in the need to purchase that country’s currency to obtain those assets.

e According to Fundamental analysis predicting the changes of the prices is possible through
predicting the factors which affect the supply and demand.

Below Mentioned News are very important for fundamental Analysis

1. Interest Rate Decision

2. NEP: First Friday of every month Nonfarm Payroll is released(NFP)

3. ADP: First Wednesday of every month ADP( auto data proc)

4. 1JC: Initial Jobless Claims(1JC)( Every Thursday)

5. Crude Oil Inventories: Every Wednesday we have Crude Oil inventories
released(Organization of the Petroleum Exporting Countries)

6. GDP (Gross Domestic Product)

We can follow this news on:
o www.investing.com
o www.Marketwatch.com
o www.forexfactory.com
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http://www.investing.com/
http://www.marketwatch.com/
http://www.marketwatch.com/

2. Technical Analysis:

o Technical analysis is the use of historical market data to predict future price movements.

o Majorly focused on price and volume. Most technical analysis is focused on determining whether or not
a current trend will continue and, if not, when it will reverse.

o We must have basic understanding of below mentioned things for technical analysis:

BULLISH BEARISH
HIGH HIGH
LIPPER WICK.S
CLOSE SHADOW OPEMN
REAL BODY
OPEM CLOSE
LOWER WICK S
SHADOW
LOW LOW

Candle Pattern:

1. Hammer:
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e Hammer is a single candlestick pattern that forms at the end of a downtrend and signals a bullish reversal.
The actual body of this candle is small and located at the top with a lower shadow that should be more than
twice the size of the actual body. This candlestick chart pattern has no or only a small upper shadow.

e The psychology behind this candlestick formation is that the prices opened and the sellers pushed the prices
down. Suddenly, the buyers came into the market and pushed the prices up and ended the trading session
above the opening price. This led to the formation of a bullish pattern and means that buyers are returning to
the market and the downtrend may have ended.

2. Inverted Hammer:

e Ininverted hammer is formed at the end of the downtrend and signals a bullish reversal. In this
candle, the real body is located at the end and there is a long upper shadow. This is the inverse of
the Hammer candlestick pattern.

e  This pattern is formed when the opening and closing prices are close to each other and the upper
shadow should be more than twice the actual body.

3. Shooting Star:

e A shooting star is formed at the end of an uptrend and signals a bearish reversal. In this
candlestick chart the real body is located at the end and there is a long upper shadow.

e This is the inverse of the Hanging Man candlestick pattern. This pattern is formed when the opening
and closing prices are close to each other and the upper shadow should be more than twice that of

the actual body

o

Trad

&

Baaj




4. Hanging Man:

e A hanging man is a single candlestick pattern that forms at the end of an uptrend and signals a
bearish reversal. The actual body of this candle is smaller and is positioned on the top with the
lower shadow that should be more than twice that of the actual body. There is no upper shadow or
lower in this candlestick pattern.

e The psychology behind the formation of this candle is that the prices opened up and the sellers
pushed the prices down. Suddenly buyers came into the market and pushed the prices up but failed
to do so as the prices closed below the opening price. This resulted in the formation of a bearish
pattern and indicates that the sellers have returned to the market and the uptrend may be over.

5. Bullish Engulfing

Bullish Candle

Bullish candle
closes above
previous
candle's open

Bearish Candle

Open _——
The length of the bullish
candle ‘engulfs’ the
previous red candle
Close ——

Bullish candle
opens at, or
lower than the

Gap Lower previous candle's
close

e Bullish engulfing is a multiple candlestick chart pattern that forms after a downtrend that signals a
bullish reversal. It is formed by two candlesticks, the second candlestick surrounds the first candlestick.
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e The first candle is a bearish candle which indicates the continuation of the downtrend. The second candle is

a long bullish candle that completely engulfs the first candle and indicates that the bulls are back in the
market.

e If abullish candle is formed the next day, traders can enter a long position and place a stop-loss at the
bottom of the second candle.

6. Bearish Engulfing:

Bearish Candle
Bullish Candle

Bearish candle opens at,
or above the previous
candle’s close

Close

The length of the bearish
candle ‘engulfs’ the previous
green candle

Open

Bearish candle closes
below the previous
candle's open

e Bearish Engulfing is a multiple candlestick pattern formed after an uptrend that signals a bearish
reversal. It is formed by two candlesticks, the second candlestick surrounds the first candlestick.

e The first candle being a bullish candle indicates the continuation of the uptrend. The second candlestick
chart is a long bearish candle that completely engulfs the first candle and shows that the bears are back in
the market.

e If a bearish candle is formed the next day traders can enter a short position and place a stop-loss at the
high of the second candle.
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7. Evening Star:

Evening Star

An evening star is a multiple candlestick pattern formed after an uptrend indicating a bearish
reversal.

It is made up of 3 candlesticks, the first one is a Bullish candle, second one is Doji and third one is a
Bearish candle. The first candle indicates the continuation of the uptrend, the second candle being a
Doji indicates indecision in the market, and the third bearish candle indicating that the bears are
back in the market and a reversal is about to occur. The second candle should be completely outside
the actual bodies of the first and third candles.

If a bearish candle is formed the next day, traders can enter a long position and place a stop-loss at
the high of the second candle
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8. Morning Star:

T —

.

Morning Star

e Morning Star is a multiple candlestick chart pattern formed after a downtrend indicating a bullish reversal.

e |tis made up of 3 candles, the first is a bearish candle, the second is the Doji and the third is a bullish
candle. The first candle indicates the continuation of the downtrend. The Doji of the second candle
indicates indecision in the market. The third bullish candle indicates that the bulls have returned and a
reversal will take place. The second candle should be completely outside the actual body of the first and
third candles.

e Ifabullish candle is formed the next day, traders can enter a long position and place a stop-loss at the
bottom of the second candle
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9. Double Bottom:

Bottom 1 Bottom 2

e The double bottom pattern resembles the look of a W, where the low is considered a support level. The
prerequisite for a double bottom pattern is a significant downward trend that continues over an extended
period of time - several months.

e The first bottom or trough of the trend should be the lowest point of the current downward trend. The first
trough is followed by a 10 to 20% advance and, occasionally, a drawn peak. The second trough follows the
advance and finds support from the first lower.

e This formation can take weeks and months to form. Two cisterns can be considered double bottom if the
difference between them is within the range of 3%.

e Volume is the most important factor for the double bottom pattern. Traders should ensure that buying
pressure and volume builds up during the second trough advance.

e Traders should take note if volume is not down in the second leg of this pattern as the stock or index is at
risk of falling below the current resistance level. When volume increases in the second leg of the pattern,
buyers finally rush in and push the stock up through the confirmation point.

e Double bottom reversal is completed when the trend breaks the resistance from the highest point between
the two bottoms. Now resistance becomes support. This support is sometimes tested with improvements
first. To set a target, a trader should consider the distance from the resistance breakout to the lower points
below and add those values to the resistance breakout.
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10. Double Top:

e The Double Top Pattern is a twin-peak chart pattern that represents a bearish reversal in which the price
reaches the same level twice with a small drop between the two peaks.

e A double top pattern usually signals an intermediate or long-term change in trend. When identifying
patterns, traders need to understand that peaks and troughs do not need to form an ideal M shape for the
pattern to emerge.

e Before the pattern emerges, there is a significant upward trend for several months. The first top is the
highest price the trend has reached during the current trend. After the first top, there is usually a 10 to 20%
price bearish. This drop in asset value is generally negligible

e After the second peak, there should be an increase in volume with a quick decline. At this stage, the
double top still needs to be confirmed. For this purpose, the trend should break through the lowest point
between the two peaks with an increase in acceleration and volume.
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11. Head And Shoulder
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e A head and shoulders top pattern is one that has three peaks and looks like a head and shoulders because the
two outer peaks are similar in height, yet smaller than the middle peak.

e This pattern is typically associated with a bullish bearish trend and thus is considered very reliable in its

ability to predict stock action. This pattern is one of several top-notch patterns used to predict the end of a
bull market and the beginning of a bearish one.
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12. Inverted Head and Shoulder

e The inverted head and shoulders pattern indicates a movement towards a bullish trend and is an excellent
indicator for traders who know how to spot the pattern, allowing them to capitalize on a bullish trade.

e Similar to "triple bottom", the only exception is that the "head" is lower than the other two points, making
this inverted head a shoulder.
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13. Rounding Top:
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e A rounding top pattern, also known as a saucer top, is a technical chart pattern that indicates a potential

reversal in an uptrend

e A rounding top pattern is considered a bearish reversal signal. It suggests that the previous uptrend
is losing momentum and may be coming to an end.

e The price target for the rounding top pattern is often estimated by measuring the height of the pattern (from
the highest peak to the support level at the bottom) and projecting that downward from the breakout point.

14. Rounding Bottom:

Neckline /

— —

e Rounding bottom patterns sometimes referred to as "saucer bottom™ patterns are known to be able to predict
a longer term uptrend. Similar to the cup and handle pattern, only without the hassle of a temporary
downward trend that creates a "handle".

e The pattern is a long-term reversal pattern that is best applied to a weekly chart representing a consolidation.
It changes from bearish to bullish. This circular bottom pattern can be seen at the end of a disappointingly
long downward trend. The time frame for this pattern can be weeks, months, or even years in length and i

e |t is considered one of the more rare patterns to form in the market. Most of the time, this pattern indicates
that a prolonged downward trend, often caused by oversupply of stocks, is coming to an end as investors
begin buying at lower price points, reversing the downward movement.
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Advantages and disadvantages to currency market

Advantages of the Forex Market
1. High Liquidity:
o Description: The Forex market is the most liquid financial market in the world.
o Benefit: High liquidity ensures that large orders can be executed with minimal price impact,
providing ease of entry and exit for traders.
2. 24-Hour Market:
o Description: The Forex market operates 24 hours a day, five days a week, covering different time
zones.
o Benefit: Traders can respond to news and global events in real-time without waiting for the market to
open, offering flexibility to trade at any time.
3. Leverage:
o Description: Forex brokers often offer high leverage, allowing traders to control large positions with
a small amount of capital.
o Benefit: This can amplify potential profits from small market movements, making Forex trading
accessible to retail investors.
4. Low Transaction Costs:
o Description: The costs of trading Forex, such as spreads and commissions, are generally lower than
those for other financial markets.
o Benefit: Lower transaction costs can enhance profitability, especially for short-term traders.
5. Variety of Trading Opportunities:
o Description: Forex trading involves a vast array of currency pairs and strategies.
o Benefit: Traders can diversify their portfolios and take advantage of different market conditions,
whether trending or ranging markets.
6. Accessibility:
o Description: With the advent of online trading platforms, Forex trading has become accessible to
anyone with an internet connection.
o Benefit: Retail traders can participate in the Forex market with relatively small amounts of capital and
access various tools and educational resources.

Disadvantages of the Forex Market
1. High Risk and Volatility:
o Description: The Forex market can be highly volatile, with prices fluctuating rapidly in response to
economic news and geopolitical events.
o Drawback: High volatility can lead to significant losses, especially when using high leverage.
2. Complexity:
o Description: Understanding the factors that influence currency prices requires extensive knowledge
of economics, politics, and technical analysis.
o Drawback: The complexity of the market can be overwhelming for beginners and may require a
steep learning curve.
3. Leverage Risks:
o Description: While leverage can magnify profits, it also magnifies losses.
o Drawback: Traders can lose more than their initial investment, leading to significant financial risk
and potential debt.
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4. Market Manipulation:
o Description: The Forex market is less regulated compared to other financial markets, and it can be
subject to manipulation by large institutions and governments.
o Drawback: Retail traders may be at a disadvantage due to unequal access to information and market
influence.
5. Psychological Pressure:
o Description: The fast-paced nature of the Forex market and the potential for rapid gains and losses
can lead to emotional trading.
o Drawback: Emotional decisions can result in poor trading choices and increased risk of loss.
6. Counterparty Risk:
o Description: Forex trading involves dealing with brokers and other financial institutions.
o Drawback: There is a risk that the counterparty may default or engage in unethical practices, leading
to potential financial loss.

Want to Learn More?
Dear reader,

We are planning to schedule offline training in various cities; you can register by clicking link below.
Remember all trainings are free but you must be active trader to attain trainings

https://forms.gle/SkGHwW9CtfFRnboGN9

o

Trad

&

Baaj



https://forms.gle/SkGHw9CtfFRnboGN9

