A

Account Statement

An overview of the current balance and changes in the balance of each account for the chosen period.

Arbitrage

A simultaneous purchase and sale of identical or similar financial instruments without risk. The profit of such transaction is the difference between the market prices of these instruments.

Ask

is the price at which a trader can buy a currency that is for sale.

Ask (Offer) Price

The price at which you can buy the trade/base currency (quoted first) by selling the price currency of the pair. For example, if you open Buy Order EUR/USD 100,000, you are buying euros 100,000 and selling US dollars.

B
Balance

An amount left on a trading account after the closing of the last order.

Basis Point

A unit that is equal to 1/100th of 1%, and is used to denote the change in a financial instrument

Bar Chart

A graphic representation of the price behavior using a vertical bar to connect the highest price during a specified period to the lowest price

Bear

A trader who believes that prices will fall

Bear Market

An extended period of general price decline on the market. Although figures can vary, in the most common view, a downturn of 20% or more is considered to be an entry into a bear market.

Bid Price

The price at which you can sell the trade/base currency (quoted first) by buying the price currency of the pair. For example, if you open Sell Order USD/JPY 100,000, you are selling US dollars 100,000 and buying Japanese yen.

Broker

A company that monitors and advises traders on current conditions in the forex market and gives price quotes to traders. Forex broker also provides a trading platform and other brokerage services for traders. It gets compensation for its services through bid-ask spread.

Bull

A trader who believes that prices will rise.

Bull Market

An extended period of general price increase on the market. Although figures can vary, in the most common view a rise of 20% or more is considered to be an entry into a bull market.

C
Chart

A graphic representation of the currency exchange rates

Confirmation

is a document that states the terms of a transaction.

Commodity

A good for which a market demand exists. Basic resources and agricultural products such as iron ore, crude oil, coal, salt, sugar, coffee beans, soybeans, aluminium, copper, rice, wheat, gold, silver, palladium, and platinum etc are usually used for trading.

Cross-Rate

The exchange rate between any two currencies that do not belong to the country in which the currency pair is quoted. For example, in the U.S., a GBP/JPY quote would be considered a Cross Rate. The same quote would not be a Cross Rate in either U.K. or Japan.

Currency Swap

The exchange "interest" or "premium" you are charged or earn on a daily basis for any trades transferred to another date (rollover).

D
Day Order

Any buy or sell order that automatically expires if not executed on the day the order has been placed.

Day Trading

A practice of buying and selling within the same trading day before the market close

Dealer

Any type of financial institution that has received authorization from a relevant regulatory body to act as a dealer involved with the trading of financial instruments

Direct Quote

The exchange rate quoted as the domestic currency per unit of the foreign currency. In a direct quote, the foreign currency is fixed at one unit and the domestic currency is variable . For example, in the U.S., a direct quote for the Canadian dollar would be US$0.85 = C$1. In Canada, a direct quote for U.S. dollars would be C$1.17 = US$1.

Diversification

Trading on several markets (using several instruments) to capitalize on returns through investments in different areas

Dow Jones Average

An index that shows how 30 large, publicly owned companies based in the United States have traded during a standard trading session in the stock market

Downtick

a downward movement of one tick or more in the price quote. Many stock exchanges have an uptick rule that states that a stock can only be sold if the stock price has ticked higher than the last price at which a transaction has taken place. This is aimed at traders who want to sell short, and is designed to prevent snowballing declines in the market. Other exchanges have tick test rules that are essentially the same as the uptick rule: Stocks may only be shorted on so-called zero-upticks, which means that the transaction price is either higher than the last transaction price, or that the transaction price is unchanged but higher than the transaction price that preceded it. This is known as a zero uptick or zero plus tick. CFDs are advantageous for traders that are bearish on a stock, because there are no uptick or tick test rules associated with CFDs.

E 

Elliott Wave Analysis

Method of technical analysis that identifies trends in the financial market, based on the Elliot wave theory

Equity

Total assets minus total liabilities; also called net worth. When there are no trades in progress Account Balance = Equity = Free Margin.

F 

Fundamental Analysis

is the analysis of economic and political information in order to determine future market movements.

Forward Contract

an order to trade (for example, buy) a Forex instrument at a fixed price on a future date, or to conduct the opposite transaction (for example, sell) at a later date at a fixed price.

Futures Contract

a contract to buy or sell an asset of any kind at a pre-agreed future point in time. It is traded on a futures exchange.

G 

Gap

Area on a chart where the price of a financial instrument moves sharply up or down with little or no trading in between. As a result, the asset's chart shows a "gap" in the normal price pattern

Good-Till-Cancelled (GTC) Order

a type of limit order that is active until it is filled or canceled. As opposed to a day order, a GTC order can remain active for an indefinite number of trading sessions.

H 

Hard Currency

A strong currency that investors have confidence in. Examples could be US Dollar or Euro.

Hedging

A market position which secures existing open positions in the opposite directions (buy and sell).

I
Indirect Quote

A foreign exchange rate quoted as the foreign currency per unit of the domestic currency. In an indirect quote, the foreign currency is a variable amount and the domestic currency is fixed at one unit. For example, in the U.S., an indirect quote for the Canadian dollar would be US$1 = C$1,17. In Canada, an indirect quote for U.S. dollars would be C$1 = US$0,85.

J 

Joint Account

An account shared by two or more individuals. Any individual who is a member of the joint account can withdraw from the account and deposit to it. Usually, joint accounts are shared between close relatives or business partners

L 

Leverage

An ability to control large amounts of money with a comparatively small capital. In simple terms, leverage allows you to buy a standard lot without requiring you to have $100, 000. You are only required to have a predefined percentage of the full amount in your trading account

Libor

London Interbank Offered Rate - The rate that banks use when borrowing from one another.

Liquidity

A level at which an asset or stock can be bought or sold in the market without affecting its price

Long Position

The buying of an asset or stock with the expectation that it will rise in value.

Loss

A negative difference between the amount of equity and balance

M 

Maturity Date

The date on which payment of a financial obligation is due.

Margin

The amount of equity (collateral) required for an investment position, as a percentage of the current value. A simple way to calculate margin: Margin = contract size / leverage. If you want to buy one lot at 1:100 leverage : Margin = 100, 000 / 100 Margin = $1000

Margin Account

An account that allows using leverage for trading

Margin Call

Suspension of your account due to exceeding of your free margin. To avoid having your positions closed for you (being stopped out), you must either close or reduce open positions, or add more funds to cover your positions.

Moving Average

Is an indicator used to analyze data on price charts by creating a series of averages over the chosen curve.

N
Necessary Margin

The initial amount required to be deposited in a margin account to start trading

O 

Overbought

A currency pair is overbought when its price rises much more quickly than usual in response to net buying. Once overbought, the pair is then expected to make a contrarian move, meaning its price is expected to fall.

Oversold

A currency pair is oversold when its price falls much more quickly than usual, declining too far in response to net selling. Once oversold, the pair is then expected to make a contrarian move, meaning its price is expected to rise.

Overnight

Trades that extend past the current trade day into the next.

P 

Pip (Point)

The smallest increment by which a Forex cross price changes. Most currency pairs are quoted to four decimal places, meaning that a movement from 1.1850 to 1.1851 for a currency pair would constitute one pip. For a particular position, you can calculate the value of a single pip using the above formula. For instance, you know that the EUR/USD is quoted with four decimals, so for a given position you can multiply the position amount by the value of one pip, or USD 0.0001. So, on a EUR/USD 100,000 contract, one pip would equal USD 10. On a USD/JPY 100,000 contract, one pip is equal to JPY 1000 because USD/JPY is quoted with only two decimals (meaning one pip = JPY 0.01).

Position Limit

Maximum available lot of an open position

Principal

A broker/dealer which executes trades on his own behalf rather than a client's

Profit Taking

Closing of a position while in profit. Typically done using a limit order to close a position and take profits automatically when the market breaches a defined level.

R 

Rally

Swift growth of prices (quotes) on the market

Range

Distance between the High and Low prices during a certain period of time

Resistance

The price level at which a rising price is expected to stall when market participants begin to sell the instrument. The opposite of resistance is support.

Risk Control

The entire process of behaviour, procedures and systems necessary to manage all the risks resulting from the financial transactions. Risk control has a wider meaning than risk management. The latter is often defined as hedging or neutralising the financial risks that result from one or a series of transactions.

Rollover

A process in which a trade is transferred to another date.

S 

Scalper

A trader who opens and closes a position in seconds or minutes for a few pips of profit

Short position

The sale of a financial instrument with the expectation that it will decrease in value.

Slippage

The difference between the expected price of a trade, and the price the trade actually executes at. Slippage often occurs during periods of higher volatility, when market orders are used, and also when large orders are executed when there may not be enough interest at the desired price level to maintain the expected price of trade.

Spike

A sudden, significant change in value of a currency pair, visible on 1 minute or shorter timeframe charts. Spikes are often caused by news releases.

Spot Date

The settlement date scheduled in two business days

Spread

The difference between the bid and ask prices of a currency pair.

Stop Order

An order used for minimizing of losses if the price of a financial instrument has started to move in an unprofitable direction

Square

Professional slang term that defines no open trades

Support

A price level at which the fall of a price is expected to slow or turn when market participants begin to buy an instrument. The opposite of support is resistance.

SWAP

is a financial transaction (usually an agreement between the banks) that consists of two opposite conversion operations of the same value made on the same day. One of these operations is forward and the other is spot.

Swap means currency exchange for a certain period of time. It is a combination of two deals: spot and forward. Both deals are made at the same time with the same partner.

Usually, on Forex market, forward component is no more than 48 hours, with the exception of the Canadian dollar currency pairs (CAD), which is usually 24 hours.

Besides, there are also other types of swap agreements : standard swap, short swap (before spot), commodity swap, interest rate swap, option swap

SWAP transaction

implies contract prolongation without the instrument delivery to the financial, stock, commodity or derivative markets.

During the currency exchange operations, including Forex, swap is referred to as automatic technical operation, performed as two consecutive transactions. First transaction is closing of a deal (reverse operation to the previous one), no fines included, at the last quote of a trading day. Second transaction is making of a similar to current deal at the first quote of a new trading day. As a result, there is a prolongation of a no delivery contract for one more period.

T 

Technical Analysis

Analysis of historical market trends to forecast future market movements.

Technical Indicators

Mathematical indices derived from generic price activity of a financial instrument

Trader

An individual who buys and/or sells currency, stocks, commodities on personal account, not on behalf of clients

Trend

A direction of the market which has been influenced by various factors.

V
Value Date

The date on which the settlement of funds for a trade transaction will take place in your account.

Volatility

The relative rate at which the price of a financial instrument moves up and down. In simple terms, if the price of a stock moves up and down rapidly over short time periods, it has high volatility. If the price almost never changes, it has low volatility.

