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While foreign currency can be misleading in today's global market, there is a critical need for almost everyone to understand foreign exchange like never before. As the world shrinks, there is an ever-increasing likelihood that this is necessary to address the risks associated with the use of different currencies around the
world and that these currencies have a direct impact on the world. It is necessary to be able to assess and actively assess the impact of exchange rate changes on consumption decisions, investment portfolios, business plans, public policy and other life decisions. In addition, there is an increasing possibility that in a
person's personal or professional life a person needs to make transactions in these currency markets. This book is designed to assist in this potentially new and undoubtedly confusing environment. Page 2 While foreign currency can be misleading in today's global market, there is a critical need for almost everyone to
understand foreign exchange like never before. As the world shrinks, there is an ever-increasing likelihood that this is necessary to address the risks associated with the use of different currencies around the world and that these currencies have a direct impact on the world. It is necessary to be able to assess and
actively assess the impact of exchange rate changes on consumption decisions, investment portfolios, business plans, public policy and other life decisions. In addition, there is an increasing possibility that in a person's personal or professional life a person needs to make transactions in these currency markets. This
book is designed to assist in this potentially new and undoubtedly confusing environment. Page 3 of Praise for Foreign Currency by Tim Weithers begins by telling the reader that the foreign exchange is not difficult, just confusing, but foreign exchange: A practical guide to foreign exchange markets proves that money is
much more exciting than anything it buys. This useful book is a whirlwind tour of the world's largest market, and the tour guide is an expert narrator, inserting numerous fascinating ideas and whimsical facts throughout the book. -John R. Taylor, Chairman, CEO and CIO, FX Concept Book reflects a PhD from the
University of Chicago, several years of experience as an economics professor, and, most recently, a very successful decade as an executive at a huge international bank. These fundamental ingredients season a bit of wisdom and experience. What results are a delicious intelligent stew. - Professor Jack Clark Francis,
Ph.D., Professor of Economics and Finance, Bernard Baruch College In this book, Tim Weiters clearly explains complicated topic. The foreign exchange is full of jargon and conventions that make it very difficult for non-professionals good understanding. Weiter's book is a must for any student or professional who wants
to learn the secrets of FX. -Nils O. Nygaard, Director of Financial Mathematics, University of Chicago Excellent text for students and practitioners who want to get to know the secret world of the currency market. -David DeRosa, Ph.D., Founder, DeRosa Research and Trade, Inc., Yale University's Tim Weithers School of
Management provides an excellent introduction to arcane currency markets. Although primarily intended for practitioners, the book will be a valuable introduction for students with some knowledge of economics. The text is exceptionally clear with numerical examples and exercises that reinforce concepts. Frequent
references to the economic theory underlying trade practices. -John F. O'Connell, Professor of Economics, College of holy Cross The rationale for this post is to break down the inner workings of the foreign exchange market and perhaps provide some enlightenment about the current situation, the forex market as a
whole, the reason why we have and need forex brokers, and how forex brokers are making their profits.  More importantly, it aims to provide some understanding of why we, as forex speculators, can and should, despite a very volatile market, continue to trade. Let's start with a basic explanation of why the forex market
has become, and how it is used by its major participants.  We will continue to explain the structure of the market and how it works.  In conclusion, we will look at the consequences and how it affects speculators.  The forex market is not usually used as a means of investment, unlike other markets, such as those that trade
stocks and bonds.  Although speculation plays a smaller but nevertheless important role, the vast majority of forex trading is primarily made as a means to facilitate international business transactions. An example might help shed some light on this.  Let's say you have a guy in Detroit who decides he wants to buy a nice
shiny new import.  He got caught on Mitsubishi Eclipse and goes to the local Mitsubishi dealership, where he will naturally pay for his car with U.S. dollars.  This is all well and good, but Japanese workers at the Mitsubishi plant in Japan naturally want to be paid in their own currency, namely the Japanese yen. 
Somewhere along the line, U.S. dollar money from car purchases should be converted into a Japanese yen to pay these workers. If you think about it, huge multinationals like Nestle, Exxon-Mobil, Microsoft, Honda, Sony, G-E and tens of thousands of other small global organizations move almost every U.S. dollar,
Japanese yen, euro, pound sterling, Saudi Arabia Riyal, Brazilian real and Russian ruble plus dozens of other foreign You've never even heard of, through currency markets.  More than $2.3 trillion in foreign currency is traded in one day, and that figure is expected to rise to $3 trillion over two years.  It's not hard to see,
then, how truly insignificant is the presence of individual speculators. The fact is, businesses don't really care (a lot) about the variance and subtlety of exchange rates.  They are in the business to make a product, sell it and reap profits. The bank, as the central depository of the company's money, is naturally an
intermediary in the currency operations of the company.  Decades ago, it was a matter of a simple phone call from a banker in one country to another banker in another country.  Banks that have an international presence can simply make a branch to transfer branches.  Remember that banks are in business to make
money like any other business.  So when the bank bought foreign currency at the same price, they naturally added their margin to it before selling it to another customer.  This margin is called a spread.  For all intents and purposes, this has been and remains a reasonable cost. From our previous example, Mitsubishi
receives the Japanese yen as payment for the Eclipse, and is now able to pay its employees who built the car.  The car owner is happy, Mitsubishi is happy, and Mitsubishi factor workers are happy.  Banks that facilitated currency transactions are also happy because they have earned a tidy small profit (spread) to handle
the transaction, as well as for taking the associated risks inherent in foreign currency. One of the consequences of dealing all this currency business is that bank traders soon developed the ability to speculate on the direction of future exchange rates. With a better understanding of how the market works, the bank can
give the customer a quote adding a spread to the current rate, but actually delay or hedge until a better bet comes along.  At the same time, banks were able to dramatically increase net profit.  One of the unfortunate end results, however, was that the method of redistribution of liquidity made it impossible to complete
some forex operations. Only for this reason should the foreign exchange market be available to non-bank participants.  Naturally, banks wanted to be able to fulfill more orders in the forex market, which would allow them to profit from less experienced participants (who provided better distribution of liquidity) and that
allowed them to fulfill their hedge orders from their international clients.  Forex Market Structure We now know why the foreign exchange market exists, so let's see how forex trading actually eases. At the very top of the forex market are transactions that are collectively called Operations.  Interbank is not, as some people
may believe, an exchange.  Rather, it is the collection or compilation of agreements between the big banks of the money center and between them in the world. An example (yes, another) could make it easier to understand this thing that we call the Interbank Market.  In most large offices or businesses, perhaps even in
your own home, there may be several computers that are interconnected using a simple network cable.  Now every computer works no matter where it needs a resource, program, or file from one of the other computers.  When this happens, pc A will contact the B computer (or C or D, etc.) and request permission to
access the resource you need.  If the owner or operator of the B computer allows it, and if the B computer functions as it should, then the required file or program may be available.  Within minutes, the Computer A request is complete.  It works in the same way in the forex market; just replace computer A and Computer
B for Bank A and Bank B, and let the resources replace the currency.  Now you have the shenanigans for relationships that exist in the interbank system. In the same context, if you've ever tried to find resources from a computer that isn't merged by a computer network, you're probably well aware of what a laborious,
inefficient, sometimes useless effort it can be.  You have to search every independent computer until you find your resource, copy it and then download it to your own computer.  As for the prices and foreign exchange reserves of forex, the same problem exists in the interbank market system.  If a bank in Taiwan
sometimes deals business with a firm in Sao Paulo they have to exchange their currency.  In this case, it can be quite difficult to determine what the proper exchange rate between the new Taiwanese dollar and the Brazilian Real should be.  Because of situations such as this, the Electronic Brokers Service (EBS) and
Reuters have created their services.  For simplicity we will call this service ESB. In a sense, EBS serves as a blanket for interbank communications.  Through the EBS service, interbank participants can see how much currency is available, and the price (s) other interbank participants are willing to pay.  It is important to
understand that EBS itself is not a market and is not a market maker.  The EBS system is just an application that allows bank members to see offers and offers from other members. The second level of the forex market essentially exists in each individual bank.  If you call your local Citibank branch, they can arrange for
you to exchange the U.S. dollar for the foreign currency of your choice.  In all likelihood, they are likely to simply move the right currency from one bank branch to another This is known as a single batch of micro-exchange, so you are pretty much at their mercy as it relates to the exchange rate you cited. You can either
take their good offer or shop around for the best bet. Anyone who trades in the forex market should consider paying their bank visit at least once to have an idea of their quotes. Of course, it will be very enlightening, if not utterly shocking, to see how profitable these deals are... for your bank. The third level is the retail
market. Established currency brokers such as Forex.com, Oanda and FXCM, etc. or any broker wishing to set up a retail transaction must first find a liquidity provider. The vast majority of these forex brokers sign an agreement with one bank. This bank agrees to provide liquidity only under certain conditions: that is, only if
they can simultaneously hedge it on EBS, including the desired spread. These spreads will be highly competitive and this is because this volume will be much larger than any one bank patron ever trades. Keep in mind banks are in business to make money, and third-tier providers will almost never exactly match what
actually exists on the interbank system. Banks collect spreads, and no agreement between them and the forex retailer will change their priority. Think of retail forex as a kind of casino. Most participants are virtually unaware of trading effectively or successfully, and, as expected, they are consistent losers. A forex broker
has the advantage of a home because of the inherent distribution system and the normal distribution of profit probability. Which leads, is a system that plays one loser against one winner and collects distribution. If there is a dis-equilibrium in their internal order book, the broker can hedge exposure with his second-tier
liquidity provider. While this may not sound good, there are significant benefits for speculators who work with them. Because it is internal, many functions can be provided, such as high leverage in an account with a small balance, non-standard contract size and transactions without commission, which may be unavailable
by any other means. EcN or Electronic Communications Network works similarly to a second-tier bank, but it exists rather on the third level. ECN will usually establish a liquidity agreement with more than one second tier bank. Instead of internally matching book orders, it just passes the quotes through from the banks, as
they are, to be traded. You can look at it as EBS, kind of designed for little guys. While there may be several advantages to the model, it still does not Interbank. Understand this, the banks are either going to make their desired spread, or they won't even bother trying. Trying. in banking and market conditions, this may
take a pattern of price shading or wider spreads. For its efforts, ECN collects a commission for each transaction. In addition to the commission factor, other shortcomings should be considered by the speculator before using ECN. For example, most of them offer significantly less leverage and only allow a full lot of trades.
Under certain market conditions, the bank can withdraw its liquidity, which will leave traders without the opportunity to enter our positions at the chosen price. Trading Mechanics Given that there is over $2 trillion a day traded in the forex market, it is easy to believe that there will always be enough liquidity in the market to
do what needs to be done. Sadly, the belief does not deny the truth that for every buyer in the market, there must also be a seller, otherwise no transaction can occur. If the order is too large to handle at the current price, then the price should go to a point where there is enough open interest to cover the transaction.
Every time you see a price move even one item, it is a sign that the order has been executed or executed, which has consumed open interest at the existing price. Prices can't move any other way. As we said earlier, each bank lists in the Electronic Broker how much and at what price the bank is ready to make
transactions in this currency. It is important to note that interbank members are not obliged to make a deal if they believe that it is not in their interest. Remember that the Interbank does not have market makers; only speculators and hedgers. You may notice that there is usually an open interest of different sizes at
different prices. Each of these units represents an existing limit order; In this example, then, each unit is representative of $1 million in currency. Knowing this information, say, a market order for a sale placed for 38.4 million, the spread would instantly expand from 2.5 to 4.5 pips simply because there would be no orders
that were between the price of 1.56300 and the price of 1.56345. The spread has not been increased by the broker, the bank or the market maker; it was a natural byproduct of the order for sale that was placed. Provided that there are no additional orders, the spread will still remain so large. Fortunately, at some point in
time, someone somewhere will look at the price somewhere between these two digits as the ideal opportunity and place an order. Such an order will either consume (delete) interest, or increase it; the actions it takes will largely depend on whether it is a market order or a limit order, respectively. You may wonder what
might have happened if a $2 million sales order had been placed, just a fraction of a second after 38.4 million orders were being placed? This order will be completed at 1.5630. You may ask a question was this order slipped? Because no one was ready to accept the flip side of the deal (at 1.56320). It's not that someone
tried to trick the trader; again, it was just a sweaty product stream of orders. The more interesting question would be what if all the listed orders were canceled suddenly? In this case, the spread will increase until there are bets and offers. Now, it could be 5, 8,10 or even, say, 100 pips. It will expand to any difference
between the offer price and the offer price. No one came to establish the spread; they just refused to make a deal at all costs between her. You can't force order into an existence that just doesn't exist. No matter which market is under consideration, or which broker is trying to facilitate the transaction, it is almost
impossible to avoid both spreads and slippages. In the trading world they are just a fact of life. Speculator Effects Trading is often rightly described as a zero amount kind of game. If Trader Alpha sells a product or valuable value of Trader Beta and the price goes up, then Trader Alpha just lost money on the transaction.
However, if the price of a valuable price goes down, then Trader Alpha has made money on trader Beta's mistake. Even in such a huge market as the Forex market, every transaction should have both a buyer and a seller, and, necessarily, one of the participants will lose money. As a rule, this is essentially irrelevant for
participants in the general sphere of forex trading. But there may be certain situations where this becomes essential, and one of those situations is a media event. Lately there has been a lot of talk about how during some impressive news events, it is (or should be) illegal, immoral or in some cases, just evil for a broker or
bank or other liquidity provider to cancel or withdraw your order (which increases the spread) or to slip the order to be executed (as if it was really what they wanted in the first place) more than normal. Cancellations and slip orders occur for specific reasons that have absolutely nothing to do with anyone trying to screw
everyone else. Let's look at an example that will help explain why these things happen. In anticipation of the release of the economic report, some traders tend to come into position (one way or another) in anticipation of news. As this becomes inevitable, banks in the interbank market will pull or remove their speculative
orders for fear of significant losses. Technical traders will also pull their orders, as it is common practice that they avoid news in general. Macro traders and hedge funds are already located, otherwise they are waiting until after the news release to make a decision, depends on the outcome. Result. that is the liquidity that
is needed to maintain a hard spread will come from? Moving to the second level, the bank is ready to provide liquidity to a retail broker or ECN only if it can immediately hedge positions in the Interbank with, of course, the necessary spread.  If interbank spreads expand as a result of reduced liquidity levels, the bank will
have to expand the spreads applicable to their downstream. In the third tier, ECNs simply pass along the banks' offerings, so that spreads will continue to expand for their customers.  A retailer that guarantees spreads of 2 to 5 pips has just created a huge hole in its risk profile as it can no longer hedge its net exposure. 
In return, alternating spread retailers expand their spreads into matching banks, otherwise they will face the same kinds of problems that fixed spread brokers are dealing with. What happens if the number doesn't hit that its expected hit?  How many traders are going into this with positions wrongly chosen, who will have
to exit this position as soon as possible?  How many macro traders or hedge funds instantly abandon their macro orders?  And how many retail traders have issued stride orders?  What figures will they wait to hear about the miss and fulfill their market orders? And with tech traders sitting on the sidelines, who in their right
mind would be stupid enough to take a different position on all these orders? The simple answer is no one will be so stupid.  Within 5 seconds of hitting the news, this is just one direction of the market, anyway.  And this long pin bar that you see on the chart is the total amount of two prices - one shortly before the
announcement and one right after that.  However, many pips between them gap. Unsurprisingly, slippage occurs at this point in time. The conclusions of each level of the foreign exchange market have clear advantages and disadvantages. Depending on your priorities, you need to choose between the restrictions and
restrictions you can accept and those you can't.  This should continue, but you can't always get everything you want. If you focus only on slippages and spreads, natural by-products of the order flow, you pursue a useless ideal and elude huge opportunities to benefit from the true inefficiency of the market.  News and
media events, but one of the cases where a large number of participants are improperly located and it is quite easy to profit from their stupidity.  If a forex trader really wants to take profitability to the next level, they should spend their time focusing on how best to identify these positions, and trading in order to the price
movement they will inevitably cause. No one will argue that a currency broker is the best buddy of a foreign trader, but they still can and provide an invaluable service and their efforts need to be properly compensated.  By taking a forex broker for what he is, and what he has to offer, learning to work with him given the
limitations of their relationship, traders will have access to a wealth of opportunities that they could never have imagined. Present. foreign exchange market conclusion pdf. conclusion of foreign exchange market in india
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