
The Power of Volume & 
Liquidity in Forex Trading

How understanding market 
depth helps you trade smarter



Why Volume & Liquidity 
Matter in Forex trading

Trading isn’t just about finding the “right” 
currency pair — it’s about knowing how 
easily and efficiently you can get in and 
out of that market.

Volume
 measures how many 

lots/contracts are 
traded over a period.

Liquidity
 is about how easily you can 

buy or sell without 
significantly moving the price.

Why Traders Care  

Lower transaction costs (tighter spreads)

Faster order execution

Less slippage on market orders

More reliable technical patterns and levels
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The Forex Market: 
Big. Decentralized.

Dominated by The Majors.

The foreign exchange 
market is the world’s 

largest financial 
market, trading ~$7.5 

trillion per day!

Yet most of this trading 
volume concentrates 
around a handful of 

currency pairs known as 
the Majors:

Together, the top 6 pairs 
alone account for ~69% 

of daily FX volume
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How Much Volume Do the 
Major Pairs Make Up?

High liquidity and tight spreads. Major pairs 
represent the largest economies and are traded in 
enormous volumes. High liquidity also results in tight 
spreads, leading to lower trading costs for traders. A 
side note: memorize the proper order of the 
dominant pairings.

Greater predictability and stability. The major pairs 
are backed by stable economies and influenced by 
widely available economic data and news, such as 
GDP figures, interest rates, and employment 
reports.

Accessibility to resources. Major currency pairs are 
widely supported by brokers and trading 
platforms, making them easily accessible for 
traders. Significant content, educational materials, 
and economic news are available specifically for 
major pairs. 

Ideal for all levels of experience. The combination of 
high liquidity, lower spreads, and greater predictability 
makes major currency pairs ideal for both beginner and 
experienced traders. Beginners can learn the ropes with 
relative ease, while experienced traders can apply 
various strategies, from short-term scalping to long-
term position trading.

Here's why they are so crucial

LEGITIMATE 
TRENDS

CHEAPER 
TRADESLIQUIDITYVOLUME
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Forex Trading is All About 
Timing As Well

The forex market opens on Sunday at 5pm Eastern Standard Time 
(EST) and closes on Friday at 5pm EST. The trading day usually begins 
to slow down and freeze sometime before 5 p.m. EST. Even though 
some brokers may offer trading until 5 p.m., the market is typically 
quiet leading up to that time as it gradually closes around the world 
for the weekend

The best time to trade forex will primarily depend on the 
specific currency pairs that your trading strategy focuses on. If 
you wish to trade at a preferred time relevant to your physical 
location and time zone, then it’s important to know which 
currencies are generally active at that time.

No matter where you are in the world, the key is 
to know which forex trading session is in force for 
the times when you want to trade and which 
currencies may be more active during those times.
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Practical Tips: How to Use 
Volume & Liquidity

MAJORS

 Focus on the MAJORS, especially if you’re new or trade higher position sizes.
Major pairs generally have higher liquidity and tighter spreads compared to minor or

exotic pairs.

LIQUIDITY

 Avoid trading during known low-liquidity times; such as Friday afternoon EST, before 
big holidays, or after big news event spikes.
Watch for liquidity holes; such as rollovers (5pm NY), session transitions, or central

bank releases.

VOLUME

 Use tick volume or CME futures volume as a proxy to gauge actual participation, since 
spot FX does not have centralized volume data.
 Institutional interest. Banks, hedge funds, and governments trade these pairs, and

more volume means more data, which helps traders make informed decisions.
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Optimizing Forex Trading Focus
Early Currency Pair Selection
Selecting currency pairs early helps streamline your learning process and allows you to focus 
your trading efforts. Discern what hours of the day (or night) will be your designated trading 
hours and choose the most liquid currency pairs most trading during that respective trading 
session. Seasoned traders will tell you, the more time a trader spends with a certain forex pair’s 
chart, the more he will gain an understanding of that specific pair’s personality; which will lead 
to quicker recognition of attractive opportunities and enhanced skill in managing trades with 
that particular pair.

Align Trading Sessions

As often as possible, synchronize trading sessions with your designated trading schedule to 
ensure consistency and effective participation in the forex market together with your coach. 
The more you and your coach are trading together, the more quickly you will fine-tune your 
own, unique Trading Plan; the more time you can spend trading together – whether simulated 
or live trades; the quicker you will be successfully trading live capital and building your trading 
business.

Focus on Active Currencies
Concentrate on the most active currencies during your chosen sessions to improve insights 
into market trends and trading outcomes. If we are trading currencies with higher volume 
levels, we are raising the odds that any perceived pattern in the chart is legitimate. Further, 
more active pairs move more, which is exactly what we need to build our accounts.
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Key Takeaways

Volume and liquidity aren’t just abstract stats — they 
directly affect your costs, speed, and risk.

The  dominate daily volume for good reason: 
tighter spreads and reliable price action.

Smart traders adjust strategy to the liquidity environment: 
trade bigger when the market is thick, trade smaller (or not at 
all) when it’s thin.

Liquidity is your invisible trading partner: ignore it at 
your own peril!
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Low-volume pairs come with various disadvantages, including 
wider spreads – you lose more by just entering a trade. They also 
can be difficult to exit and exhibit erratic price behavior.
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