
Forex Trading Basics: A Comprehensive
Guide for Beginners
1. What Is Forex Trading?

● Forex (foreign exchange) trading involves buying and selling currencies.
● Traders speculate on currency pairs (e.g., EUR/USD, GBP/JPY) to profit from

exchange rate fluctuations.
● The Forex market operates 24/5, allowing global participation.

2. Placing a Trade
● Long Position: Buying a currency pair because you expect it to appreciate.
● Short Position: Selling a currency pair because you anticipate depreciation.
● Bid Price: The price at which you sell a currency.
● Ask Price: The price at which you buy a currency.

3. Understanding Pips
● Pips (percentage in point) measure price movement.
● Most currency pairs are quoted to the fourth decimal place (e.g., EUR/USD at

1.1234).
● A change from 1.1234 to 1.1235 represents a one-pip movement.

4. Risk, Lot Size, and Leverage
● Risk Management: Determine how much of your account balance you’re willing

to risk per trade.
● Lot Size: Refers to the volume of a trade (standard, mini, micro lots).
● Leverage: Allows you to control larger positions with a smaller capital

investment.
○ Example: With 1:100 leverage, $1,000 controls a position worth $100,000.

5. Calculating Profit and Loss
● Profit Calculation:

○ For long positions: (Exit Price - Entry Price) × Lot Size × Pip Value
○ For short positions: (Entry Price - Exit Price) × Lot Size × Pip Value

● Loss Calculation:



○ Similar to profit calculation but with negative pip movement.

6. Using MetaTrader (MT4/MT5)
● MetaTrader is a popular trading platform.
● Navigating MetaTrader:

○ Market Watch: Displays available currency pairs.
○ Charts: Analyze price movements using candlestick or line charts.
○ Order Execution: Place market or pending orders.
○ Indicators and Expert Advisors: Customize your analysis.

7. Candlestick Chart Basics
● Candlestick Patterns:

○ Bullish Candle: Indicates price increase (green or white).
○ Bearish Candle: Indicates price decrease (red or black).
○ Common patterns: Doji, Hammer, Engulfing, etc.

● Reading Candlesticks:
○ Body: Represents the price range between open and close.
○ Wicks (Shadows): Show high and low prices during the period.

8. Risk Management Tips
● Use Stop-Loss Orders: Set predefined exit points to limit losses.
● Avoid Overleveraging: High leverage amplifies risk.
● Demo Trading: Practice with virtual money before risking real capital.

Remember, Forex trading involves both potential profits and risks. Educate yourself,
practice, and gradually transition to live trading.

Feel free to contact us with any further questions regarding the information
above at Ryan@rhtradingco.com or explore our educational services:

https://rhtradingco.com/education
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