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A to Z of Forex Terms
Decoding the Market: Your Comprehensive A to Z of Forex Terms

Welcome to your essential guide through the intricate language of the foreign exchange
market. The Forex market, the largest and most dynamic financial arena globally, operates
with its own unique vocabulary. For traders aiming to navigate these waters successfully, a
thorough understanding of this terminology is not just beneficial, but crucial. This “A to Z of
Forex Terms” is designed to be your go-to resource, offering clear and concise definitions for
the myriad of terms you will encounter. Mastering this financial lexicon will empower you to
interpret market analysis, execute trades with greater confidence, and ultimately, enhance your
trading proficiency. Let’s embark on this journey through the A to Z of Forex Terms, equipping
you with the knowledge to thrive.

The Complete A to Z of Forex Terms

A

Account Balance: The total amount of funds in a trader’s account, reflecting profits,
losses, and deposits/withdrawals.
Aggressor: A trader who initiates a trade by taking the current best price available
(buying at the ask or selling at the bid), thereby removing liquidity.
Appreciation: An increase in the value of one currency relative to another due to
market demand or economic factors.
Arbitrage: The practice of simultaneously buying and selling a currency (or other asset)
in different markets to profit from minor price discrepancies. This is a key concept in
understanding market efficiency, and while opportunities are rare in modern Forex, the
principle is part of our A to Z of Forex Terms.
Ask Price (Offer Price): The price at which a broker or seller is willing to sell a currency
pair. This is the price a trader pays to buy the base currency.
AUD (Australian Dollar): The official currency of Australia.
Aussie: A common slang term for the Australian Dollar (AUD).
Average True Range (ATR): A technical indicator that measures market volatility by
decomposing the entire range of an asset price for that period.

B

Backtesting: The process of testing a trading strategy on historical price data to assess
its past performance and potential future viability.
Balance of Payments (BOP): A systematic record of all economic transactions
between residents of a country and the rest of the world over a given period.
Balance of Trade (BOT): The difference between the value of a country’s exports and
imports for a specific period. A positive balance is a trade surplus; a negative balance
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is a trade deficit.
Bar Chart: A type of price chart that displays the open, high, low, and close (OHLC)
prices for each period.
Base Currency: The first currency quoted in a currency pair (e.g., EUR in EUR/USD).
The exchange rate shows how much of the quote currency is needed to buy one unit of
the base currency. Understanding this is fundamental in our A to Z of Forex Terms.
Basis Point: One-hundredth of one percent ($0.01%$). Typically used when discussing
interest rates.
Bear Market: A market condition characterized by a prolonged period of declining
prices, often accompanied by widespread pessimism. A “bear” is a trader who expects
prices to fall.
Bearish: An outlook or sentiment that anticipates falling prices.
Bid Price: The price at which a broker or buyer is willing to buy a currency pair. This is
the price a trader receives when selling the base currency.
Bid-Ask Spread: The difference in pips between the bid price and the ask price. This
represents the primary cost of trading.
Big Figure: The whole number part of an exchange rate quote, or the first few digits,
often assumed in verbal communication between dealers (e.g., if GBP/USD is
$1.2560$, “25” might be the big figure discussed if the $1.$ part is understood).
Bollinger Bands®: A technical analysis tool developed by John Bollinger, consisting of
a moving average plus two standard deviation bands plotted above and below it. They
are used to measure volatility and identify potential overbought/oversold levels.
Broker: An individual or firm that acts as an intermediary between buyers and sellers in
the Forex market, usually for a commission or by profiting from the bid-ask spread.
Bull Market: A market condition characterized by a prolonged period of rising prices,
often accompanied by widespread optimism. A “bull” is a trader who expects prices to
rise.
Bullish: An outlook or sentiment that anticipates rising prices.
Buy Limit Order: A pending order to buy a currency pair at a specified price or lower, if
the market reaches that price.
Buy Stop Order: A pending order to buy a currency pair at a specified price or higher,
typically used to enter a trade once a certain price level (e.g., resistance) is broken.

C

Cable: A well-known slang term for the GBP/USD (Great British Pound/US
Dollar) currency pair, dating back to when exchange rates were transmitted via
transatlantic cable. This historical term is a staple in any A to Z of Forex Terms.
CAD (Canadian Dollar): The official currency of Canada.
Candlestick Chart: A type of price chart that displays the open, high, low, and close
(OHLC) prices for each period as a “candlestick.” The body shows the open-close
range, and wicks show the high-low range. Widely used for pattern recognition.
Carry Trade: A strategy where a trader sells a currency with a relatively low interest
rate and buys a currency with a higher interest rate, aiming to profit from the interest
rate differential (swap).
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Central Bank: A national financial institution that manages a country’s monetary policy,
currency issuance, and money supply (e.g., the Federal Reserve in the U.S., the
European Central Bank).
CFD (Contract for Difference): A derivative product where traders speculate on the
price movements of an underlying asset (like Forex pairs) without actually owning the
asset.
Chart Pattern: Distinct formations on a price chart (e.g., head and shoulders, triangles,
flags) that technical analysts use to predict future price movements.
Chartist: A trader or analyst who uses charts and technical analysis as their primary
tool for making trading decisions.
CHF (Swiss Franc): The official currency of Switzerland and Liechtenstein.
Clearing: The process of settling a trade, including confirming the details and
transferring funds and ownership.
Closed Position: A trade that has been exited by an offsetting transaction, realizing any
profit or loss.
Commission: A fee charged by some brokers for executing a trade, often a per-trade or
per-lot charge.
Confirmation: A signal from a secondary indicator or price action that supports an
initial trading signal or analysis.
Consolidation: A period in the market where prices trade within a relatively narrow
range, indicating indecision or a pause in the prevailing trend.
Contagion: The spread of market disturbances – often negative – from one country or
financial market to others.
Correlation (Currency Correlation): The statistical measure of the relationship between
two currency pairs, indicating how they tend to move in relation to each other (e.g.,
positive, negative, or no correlation).
Counter Currency (Quote Currency): The second currency listed in a currency pair
(e.g., USD in EUR/USD). It indicates how much of the counter currency is needed
to buy one unit of the base currency.
Counterparty Risk: The risk that the other party in a financial transaction (e.g.,
the broker) will default on its obligations.
CPI (Consumer Price Index): A key economic indicator that measures the average
change in prices paid by urban consumers for a basket of consumer goods and
services, used as a measure of inflation.
Cross-Currency Pair (Minor Pair): A currency pair that does not involve the US Dollar
(e.g., EUR/GBP, AUD/JPY).
Currency Pair: The quotation of two different currencies, where one currency’s value is
quoted against the other. All Forex trading involves currency pairs.
Currency Risk: The potential for loss arising from adverse changes in exchange rates.

D

Day Trading: A trading strategy where positions are opened and closed within the
same trading day, aiming to profit from intraday price fluctuations.
Dealer: An individual or firm that acts as a principal or counterparty to a transaction. In
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Forex, dealers often act as market makers.
Dealing Desk: A department within a brokerage firm that executes trades and manages
the firm’s risk. Some brokers operate a “No Dealing Desk” (NDD) model.
Deficit: A shortfall or negative balance. For example, a trade deficit means a country’s
imports exceed its exports.
Deflation: A sustained decrease in the general price level of goods and services, the
opposite of inflation.
Delivery: The actual physical transfer of currencies in a Forex transaction, although
most retail Forex trading is speculative and does not involve physical delivery.
Delta: A measure of an option’s sensitivity to changes in the price of the underlying
asset. While more common in options, understanding risk parameters is part of a
broader financial A to Z of Forex Terms.
Demo Account: A practice trading account offered by brokers that allows traders to
experience live market conditions with virtual money, without risking real capital.
Depreciation: A decrease in the value of one currency relative to another.
Derivative: A financial instrument whose value is derived from the value of an
underlying asset (e.g., currencies, commodities, stocks). CFDs are a common
derivative in Forex.
Divergence: In technical analysis, a situation where the price of an asset moves in the
opposite direction of a technical indicator (e.g., RSI, MACD), potentially signaling
a trend reversal or weakening momentum.
Dividend: A distribution of a portion of a company’s earnings to its shareholders. Not
directly applicable to Forex spot trading but relevant if trading stock CFDs.
Dovish: A stance by a central bank that favors accommodative monetary policy, such
as lower interest rates, to stimulate the economy. This is often seen as negative for the
currency’s value.
Drawdown: The reduction in account equity from a peak to a subsequent trough,
representing the percentage loss during a specific period.
Dynamic Support and Resistance: Support and resistance levels that change over
time, often represented by moving averages.

E

ECB (European Central Bank): The central bank for the Eurozone countries.
Economic Calendar: A schedule of upcoming economic data releases, central bank
meetings, and other significant events that can influence currency prices. An
indispensable tool for fundamental analysts and a key entry in this A to Z of Forex
Terms.
Economic Indicator: Statistical data that reflects the economic health of a country (e.g.,
GDP, inflation rate, unemployment rate, retail sales).
ECN (Electronic Communication Network) Broker: A type of Forex broker that provides
direct access to liquidity from various market participants, typically offering tighter
spreads and transparent pricing.
Efficient Market Hypothesis (EMH): A theory suggesting that asset prices fully reflect
all available information, implying it’s impossible to consistently “beat the market.”

                             4 / 16

https://forexalgos.com/forex-robots-glossary/dealing-desk/
https://forexalgos.com/forex-robots-glossary/dealing-desk/
https://forexalgos.com/forex-robots-glossary/balance/
https://forexalgos.com/forex-robots-glossary/trade/
https://forexalgos.com/forex-robots-glossary/deflation/
https://forexalgos.com/forex-robots-glossary/inflation/
https://forexalgos.com/forex-robots-glossary/demo-account/
https://forexalgos.com/forex-robots-glossary/account/
https://forexalgos.com/forex-robots-glossary/divergence/
https://forexalgos.com/forex-robots-glossary/technical-analysis/
https://forexalgos.com/forex-robots-glossary/technical-indicator/
https://forexalgos.com/forex-robots-glossary/trend/
https://forexalgos.com/forex-robots-glossary/central-bank/
https://forexalgos.com/forex-robots-glossary/policy/
https://forexalgos.com/forex-robots-glossary/drawdown/
https://forexalgos.com/forex-robots-glossary/account/
https://forexalgos.com/forex-robots-glossary/equity/
https://forexalgos.com/forex-robots-glossary/central-bank/
https://forexalgos.com/forex-robots-glossary/central-bank/
https://forexalgos.com/forex-robots-glossary/economic-calendar/
https://forexalgos.com/forex-robots-glossary/central-bank/
https://forexalgos.com/forex-robots-glossary/economic-indicator/
https://forexalgos.com/forex-robots-glossary/inflation/
https://forexalgos.com/forex-robots-glossary/unemployment-rate/
https://forexalgos.com/forex-robots-glossary/ecn-electronic-communication-network-broker/
https://forexalgos.com/forex-robots-glossary/broker/
https://forexalgos.com/forex-robots-glossary/liquidity/


Forex Algos
https://forexalgos.com

Elliott Wave Theory: A technical analysis theory that describes market price
movements as a series of repetitive wave patterns.
EMA (Exponential Moving Average): A type of moving average that gives more
weight to recent price data, making it more responsive to new information than a
Simple Moving Average (SMA).
Equity: In a trading account, equity represents the current value, calculated as
the account balance plus or minus any unrealized profits or losses from open positions.
EUR (Euro): The official currency of the Eurozone member countries.
Exchange Rate: The price of one country’s currency expressed in terms of another
country’s currency.
Exotic Pair: A currency pair that includes one major currency and one currency from
an emerging or smaller economy (e.g., USD/TRY, EUR/ZAR). These pairs are often
less liquid and have wider spreads.
Expert Advisor (EA): A software program used on trading platforms (like MetaTrader)
that automates trading strategies based on pre-set rules.

F

Fed (Federal Reserve System): The central bank of the United States, responsible for
its monetary policy.
Fibonacci Retracement: A popular technical analysis tool that uses horizontal lines to
indicate potential support and resistance levels based on key Fibonacci ratios (e.g.,
23.6%, 38.2%, 50%, 61.8%, 100%).
Fill: The execution of a trade order.
Flat (Square): A trading position where all trades have been closed, and the trader has
no market exposure.
Floating Exchange Rate: An exchange rate system where a currency’s value is
determined by supply and demand forces in the Forex market, without direct
government intervention to fix it at a specific level.
FOMC (Federal Open Market Committee): The monetary policy-making body of the
U.S. Federal Reserve. Its meetings and announcements are closely watched by Forex
traders.
Foreign Exchange (Forex, FX): The global, decentralized market for trading
currencies. This entire A to Z of Forex Terms is dedicated to understanding its
language.
Forward Contract: A customized agreement between two parties to buy or sell an asset
at a specified price on a future date. Unlike futures, forwards are not standardized
and trade over-the-counter (OTC).
Fundamental Analysis: A method of evaluating currency values by examining
underlying economic, social, and political factors that influence supply and demand
(e.g., interest rates, GDP growth, inflation, employment data).
Futures Contract: A standardized, legally binding agreement to buy or sell a specific
quantity of an asset (like a currency) at a predetermined price on a specified future
date. Traded on regulated exchanges.
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G

Gap: A significant difference between the closing price of one trading period and the
opening price of the next, often occurring over weekends due to major news events.
GBP (Great British Pound): The official currency of the United Kingdom.
GDP (Gross Domestic Product): The total monetary value of all finished goods and
services produced within a country’s borders in a specific time period. A
primary indicator of economic health.
Gearing: Another term for leverage, indicating the use of borrowed capital to increase
potential returns (and risks).
Good ‘Til Canceled (GTC): An order instruction that keeps a pending order active until
it is either executed or manually canceled by the trader.
Good for the Day (GFD): An order instruction that keeps a pending order active until
the end of the current trading day (typically when the market for that instrument closes).
Greenback: A common slang term for the US Dollar (USD).

H

Hawkish: A stance by a central bank that favors tighter monetary policy, such as
higher interest rates, usually to combat inflation. This is often seen as positive for the
currency’s value.
Hedge/Hedging: A trading strategy employed to reduce or offset the risk of adverse
price movements in an asset by taking an opposite position in a related asset.
High: The highest price reached by a currency pair during a specific trading period.
Hit the Bid: To sell at the current bid price.

I

Ichimoku Kinko Hyo (Ichimoku Cloud): A comprehensive technical indicator that
defines support and resistance, identifies trend direction, gauges momentum, and
provides trading signals.
Inflation: The rate at which the general level of prices for goods and services is rising,
leading to a decline in the purchasing power of a currency. Central banks often target
specific inflation rates.
Initial Margin: The amount of collateral required by a broker to open a leveraged
trading position. It’s a percentage of the total trade value.
Interbank Market: The global network through which financial
institutions trade currencies and other financial instruments directly with each other. It
forms the backbone of the Forex market.
Interest Rate: The cost of borrowing money, or the return earned on saved money,
usually expressed as an annual percentage. Central bank interest rates are a major
driver of currency values.
Interest Rate Differential: The difference in interest rates between two countries’
currencies. This is a key factor in carry trades.
Intervention (Currency Intervention): Action taken by a central bank or government
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to influence the value of its currency by buying or selling it in the Forex market, or
through verbal statements.
Intraday: Within the same trading day. Intraday trading refers to positions opened and
closed on the same day.
Investor Sentiment: The overall attitude or mood of investors towards a particular
market or asset.

J

Japanese Candlesticks: See Candlestick Chart. Originating from Japan, this charting
technique is a cornerstone of modern technical analysis.
JPY (Japanese Yen): The official currency of Japan.
Jobber: A colloquial term for a trader who makes quick, small profits from minor price
fluctuations, similar to a scalper.

K

Key Reversal: A chart pattern that may signal the end of a trend, characterized by a
new high (in an uptrend) or new low (in a downtrend) followed by a close near the
opposite end of the period’s range.
Kiwi: A common slang term for the New Zealand Dollar (NZD).
Knock-in/Knock-out Option: Types of barrier options that either become active
(knock-in) or expire worthless (knock-out) if the underlying asset’s price reaches a
predetermined barrier level. More common in institutional Forex.

L

Lagging Indicators: Technical indicators that provide signals after a trend or event
has already started, used for confirmation rather than prediction (e.g., moving
averages, MACD crossovers). This A to Z of Forex Terms includes many types of
indicators.
Leading Indicators (Economic): Economic statistics that tend to change before the
overall economy changes, used to forecast future economic activity (e.g., PMI, building
permits).
Leading Indicators (Technical): Technical indicators designed to anticipate future
price movements before they occur (e.g., RSI, Stochastic Oscillator showing
overbought/oversold conditions).
Leverage: The ability to control a large position size with a relatively small amount of
capital (margin). While leverage amplifies potential profits, it equally magnifies potential
losses and is a critical risk factor.
Limit Order: A pending order to buy or sell a currency pair at a specified price or better.
A buy limit is placed below the current market price, and a sell limit is placed above.
Liquidity: The ease with which an asset can be bought or sold in the market without
causing a significant change in its price. Major currency pairs typically have
high liquidity.

                             7 / 16

https://forexalgos.com/forex-robots-glossary/candlestick-chart/
https://forexalgos.com/forex-robots-glossary/technical-analysis/
https://forexalgos.com/forex-robots-glossary/chart/
https://forexalgos.com/forex-robots-glossary/trend/
https://forexalgos.com/forex-robots-glossary/trend/
https://forexalgos.com/forex-robots-glossary/event/
https://forexalgos.com/forex-robots-glossary/stochastic-oscillator/
https://forexalgos.com/forex-robots-glossary/leverage/
https://forexalgos.com/forex-robots-glossary/position/
https://forexalgos.com/forex-robots-glossary/margin/
https://forexalgos.com/forex-robots-glossary/leverage/
https://forexalgos.com/forex-robots-glossary/limit-order/
https://forexalgos.com/forex-robots-glossary/pending-order/
https://forexalgos.com/forex-robots-glossary/buy/
https://forexalgos.com/forex-robots-glossary/sell/
https://forexalgos.com/forex-robots-glossary/currency-pair/
https://forexalgos.com/forex-robots-glossary/buy/
https://forexalgos.com/forex-robots-glossary/sell/
https://forexalgos.com/forex-robots-glossary/liquidity/
https://forexalgos.com/forex-robots-glossary/liquidity/


Forex Algos
https://forexalgos.com

Long Position: A trading position where a trader buys a currency pair with the
expectation that its value will increase. Going “long” means buying.
Loonie: A common slang term for the Canadian Dollar (CAD) or the
USD/CAD currency pair.
Lot: A standard unit of trading in Forex. Common lot sizes are standard lot ($100,000$
units of base currency), mini lot ($10,000$ units), micro lot ($1,000$ units), and
nano lot ($100$ units).
Low: The lowest price reached by a currency pair during a specific trading period.

M

MACD (Moving Average Convergence Divergence): A popular trend-following
momentum indicator that shows the relationship between two exponential moving
averages (EMAs) of an asset’s price.
Maintenance Margin: The minimum amount of equity that a trader must maintain in
their margin account to keep a leveraged position open. If equity falls below this level, a
margin call may occur.
Major Pairs: The most actively traded and liquid currency pairs in the Forex market, all
of which include the US Dollar (e.g., EUR/USD, USD/JPY, GBP/USD, AUD/USD,
USD/CHF, USD/CAD, NZD/USD).
Margin: The amount of money required in a trading account to open and maintain a
leveraged position. It is not a fee or cost of trading but rather a security deposit held by
the broker. This is a crucial term in any A to Z of Forex Terms.
Margin Call: A notification from a broker to a trader that their account equity has fallen
below the required maintenance margin level. The trader must either deposit more
funds or close losing positions to meet the margin requirement.
Market Maker: A dealer or financial institution that quotes both bid and ask prices for a
financial instrument, ready to buy or sell at those prices, thereby providing liquidity to
the market.
Market Order: An order to buy or sell a currency pair immediately at the best available
current market price.
Market Sentiment: The overall prevailing attitude or feeling of traders and investors
towards a particular market, currency, or asset. It can be bullish, bearish, or neutral.
MetaTrader 4/5 (MT4/MT5): Popular trading platforms widely used by retail Forex
traders, offering charting tools, technical indicators, and automated trading capabilities
(Expert Advisors).
Micro Lot: A lot size equal to $1,000$ units of the base currency.
Mini Lot: A lot size equal to $10,000$ units of the base currency.
Minor Pairs (Cross-Currency Pairs): Currency pairs that do not involve the US Dollar
but consist of other major currencies (e.g., EUR/GBP, GBP/JPY, EUR/CHF).
Momentum: The rate of acceleration of an asset’s price or volume. Momentum
indicators (like RSI, Stochastic) help identify the speed of price changes.
Monetary Policy: Actions undertaken by a central bank to manage the money supply
and credit conditions to foster price stability and maximum employment. Key tools
include interest rates and quantitative easing.
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Moving Average (MA): A widely used technical indicator that smooths out price data by
creating a constantly updated average price over a specific period. Used to
identify trend direction and support/resistance levels.

N

Nano Lot: A lot size equal to $100$ units of the base currency. Offered by some
brokers for very small position sizes.
Net Position: The difference between a trader’s total open long (buy) positions and total
open short (sell) positions in a particular currency or across their account.
News Trading: A strategy that involves making trading decisions based on the
anticipated or actual impact of economic news releases and other significant events.
No Dealing Desk (NDD): An execution model where a Forex broker passes client
orders directly to liquidity providers (interbank market) without intervention from
a dealing desk. ECN and STP brokers are typically NDD.
Non-Farm Payrolls (NFP): A key US economic indicator released on the first Friday of
each month, measuring the change in the number of employed people, excluding
agricultural workers, government employees, private household employees, and
employees of non-profit organizations. It often causes significant market volatility. This
is a major event noted in any A to Z of Forex Terms related to fundamental analysis.
NZD (New Zealand Dollar): The official currency of New Zealand.

O

Offer Price (Ask Price): The price at which a seller or market maker is willing to sell a
currency. This is the price a trader pays to buy.
OHLC (Open, High, Low, Close): The four main data points for a
price bar or candlestick representing the opening, highest, lowest, and closing prices
for a specific trading period.
One-Cancels-the-Other Order (OCO): A pair of conditional orders where the
execution of one order automatically cancels the other. Often used to place a stop-loss
and a take-profit order simultaneously.
Open Position: An active trade that has been initiated but not yet closed by an
offsetting transaction. It is subject to market fluctuations and can result in profit or loss.
Order: An instruction given to a broker to buy or sell a currency pair at a specific price
or at the market price.
Oscillator: A technical analysis indicator that fluctuates between two extreme values (or
around a central line), used to identify short-term overbought or oversold conditions
(e.g., RSI, Stochastic, MACD histogram).
OTC (Over-the-Counter): A decentralized market where trading occurs directly
between two parties, without the supervision of a formal exchange. The spot Forex
market is primarily an OTC market.
Overbought: A market condition indicated by technical oscillators where prices are
considered to have risen too high too quickly and may be due for a corrective pullback
or reversal.
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Overnight Position: A trading position that remains open beyond the end of the trading
day and is carried over to the next. Such positions are typically subject to rollover/swap
fees or credits.
Oversold: A market condition indicated by technical oscillators where prices are
considered to have fallen too low too quickly and may be due for a corrective rally or
reversal.

P

Parity: An exchange rate where two currencies have equal value (e.g., EUR/USD =
$1.0000$).
Pending Order: An order placed with a broker to buy or sell a currency pair at a specific
price that has not yet been reached by the market (e.g., limit orders, stop orders).
Pip (Percentage in Point): The smallest unit of price movement in a currency pair. For
most pairs quoted to four decimal places, one pip is $0.0001$. For JPY pairs quoted to
two decimal places, one pip is $0.01$. Understanding pips is crucial and a core part of
this A to Z of Forex Terms.
Pipette (Fractional Pip): One-tenth of a pip. Some brokers quote currency pairs to five
decimal places (or three for JPY pairs), where the last digit represents the pipette.
Pivot Point: A technical analysis indicator used to identify potential intraday support
and resistance levels based on the previous period’s high, low, and close prices.
Political Risk: The risk that political instability, government changes, or policy shifts in
a country could adversely affect the value of its currency or investments.
Position: The total amount of a currency owned or owed by a trader. An open position
is an active trade.
Position Sizing: The process of determining the appropriate number of lots to trade for
a given position, based on account size, risk tolerance, and the stop-loss distance. A
key component of risk management.
Price Action: The movement of a currency’s price over time, as depicted on a chart.
Price action analysis involves studying historical price movements to identify patterns
and predict future trends without relying heavily on indicators.
Profit Target: A predetermined price level at which a trader plans to close a
profitable trade, often using a Take Profit order.
Pullback (Retracement): A temporary, short-term move in the opposite direction of the
prevailing trend, often seen as a buying opportunity in an uptrend or a selling
opportunity in a downtrend.
Purchasing Power Parity (PPP): An economic theory that states the exchange rate
between two currencies should equalize the prices of an identical basket of goods and
services in each country.

Q

Quantitative Easing (QE): An unconventional monetary policy tool where a central bank
injects liquidity into the money supply by purchasing assets (like government bonds) to
stimulate the economy, often when interest rates are already near zero.
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Quote: An indicative market price, normally used for information purposes only. In
Forex, it’s the price of one currency in terms of another (the exchange rate).
Quote Currency (Counter Currency): The second currency listed in a currency pair. Its
value indicates how much is needed to purchase one unit of the base currency.

R

Rally: A period of sustained upward price movement, often following a decline or
consolidation.
Range: The difference between the highest and lowest prices of a currency pair during
a specific trading period. “Range-bound” trading occurs when prices fluctuate between
well-defined support and resistance levels.
Rate (Exchange Rate): The value of one currency expressed in terms of another.
Recession: A significant, widespread, and prolonged downturn in economic activity,
typically characterized by negative GDP growth, rising unemployment, and reduced
consumer spending.
Resistance Level: A price level on a chart where selling pressure is historically strong
enough to prevent prices from rising further. Traders often look for prices to bounce off
resistance or for breakouts above it.
Retail Sales: An economic indicator that measures the total receipts of retail stores,
providing insight into consumer spending patterns.
Retail Trader: An individual, non-professional trader who buys and sells financial
instruments for their own account.
Retracement (Pullback): A temporary reversal in price movement that goes against
the prevailing trend but does not change the underlying trend. Fibonacci retracement
levels are often used to identify potential retracement zones.
Reversal: A change in the direction of a prevailing price trend (e.g., an uptrend
changing to a downtrend, or vice versa).
Risk Management: The set of strategies and techniques used by traders to protect
their capital and limit potential losses. Key elements include using stop-loss orders,
appropriate position sizing, and managing leverage. A critical topic within this A to Z of
Forex Terms.
Risk-On/Risk-Off Sentiment: Market environments where investors are either
increasing (risk-on) or decreasing (risk-off) their appetite for higher-risk assets.
Currency markets often reflect this sentiment.
Risk/Reward Ratio: A comparison of the potential profit of a trade to its potential loss.
For example, a 1:3 risk/reward ratio means a trader is risking $1$ to potentially make
$3$.
Rollover (Swap Fee): The interest paid or earned for holding a Forex position open
overnight (past the market closing time, usually 5 PM ET). It’s based on the interest
rate differential between the two currencies in the pair.
RSI (Relative Strength Index): A popular momentum oscillator developed by J. Welles
Wilder that measures the speed and change of price movements to identify overbought
or oversold conditions. It ranges from 0 to 100.
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S

Scalping: A very short-term trading strategy where traders aim to make numerous
small profits from tiny price movements throughout the day. Scalpers often hold
positions for only seconds or minutes.
Sell Limit Order: A pending order to sell a currency pair at a specified price or higher, if
the market reaches that price.
Sell Stop Order: A pending order to sell a currency pair at a specified price or lower,
typically used to enter a short trade once a certain price level (e.g., support) is broken,
or to limit losses on a long position.
Sentiment Indicators: Tools or data that gauge the overall mood or attitude of market
participants (e.g., Commitment of Traders report, fear & greed indexes).
Settlement: The process by which a trade is finalized, involving the actual exchange of
currencies or payment. For spot Forex, settlement usually occurs two business days
(T+2) after the trade date.
Short Position (Selling Short): A trading position where a trader sells a currency pair
with the expectation that its value will decrease. The trader aims to buy it back later at a
lower price to profit from the difference. Going “short” means selling.
Simple Moving Average (SMA): A type of moving average calculated by adding the
closing prices for a certain number of periods and then dividing by that number of
periods. It gives equal weight to all prices in the period.
Slippage: The difference between the expected execution price of an order and the
actual price at which the order is filled. Slippage can be positive or negative and often
occurs during periods of high market volatility or low liquidity.
Spot Market: A market where financial instruments, such as currencies, are traded for
immediate delivery (typically settlement within two business days). The vast majority of
retail Forex trading is in the spot market.
Spot Price: The current market price at which a currency pair is bought or sold for
immediate settlement.
Spread (Bid-Ask Spread): The difference between the bid price (at which a trader
can sell) and the ask price (at which a trader can buy) for a currency pair. This is a
primary cost of trading. The spread is a fundamental concept covered in this A to Z of
Forex Terms.
Standard Lot: A lot size in Forex trading equivalent to $100,000$ units of the base
currency.
Sterling: A common slang term for the Great British Pound (GBP).
Stochastic Oscillator: A momentum indicator developed by George Lane that compares
a particular closing price of an asset to its high-low range over a period of time, used to
identify overbought and oversold conditions.
Stop-Loss Order: An order placed with a broker to close a position automatically when
the price reaches a predetermined level, designed to limit a trader’s potential loss on
that position.
STP (Straight Through Processing) Broker: A type of No Dealing Desk (NDD) broker
that routes client orders directly to its liquidity providers (banks or other brokers) for
execution.
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Support Level: A price level on a chart where buying pressure is historically strong
enough to prevent prices from falling further. Traders often look for prices to bounce off
support or for breakdowns below it.
Swap Fee (Rollover Fee): The interest paid or earned for holding a
Forex position open overnight. See Rollover.
Swing Trading: A trading style that attempts to capture gains in an asset over a period
of a few days to several weeks. Swing traders often use technical analysis to identify
“swings” in price momentum.
Swissy: A common slang term for the Swiss Franc (CHF).

T

Take Profit (T/P) Order: A pending order placed to automatically close a
profitable position when the price reaches a specific target level.
Technical Analysis: A method of forecasting future price movements by analyzing
past market data, primarily price and volume. It involves using charts, patterns,
indicators, and oscillators. This is a vast field covered by many entries in our A to Z of
Forex Terms.
Technical Indicator: A mathematical calculation based on an asset’s price, volume, or
open interest, used by technical analysts to predict future price movements (e.g.,
Moving Averages, RSI, MACD).
Thin Market: A market condition characterized by low trading volume and liquidity,
which can lead to wider spreads and increased volatility. Often occurs during holidays
or off-peak trading hours.
Tick: The smallest possible price increment movement for a trading instrument. In
Forex, this usually refers to a pip or pipette.
Tight Market: A market condition with narrow bid-ask spreads, generally indicating
high liquidity and active trading.
Trade Balance: See Balance of Trade.
Trading Plan: A comprehensive set of rules and guidelines that a trader develops to
govern their trading decisions, covering aspects like strategy, risk management, money
management, and trading psychology.
Trading Platform: Software provided by brokers to traders that allows them to view
price charts, place orders, manage positions, and access trading tools
(e.g., MetaTrader 4/5, cTrader).
Trailing Stop: A dynamic stop-loss order that is set at a defined percentage or dollar
amount below (for long positions) or above (for short positions) the current market
price. It “trails” the price as it moves in a favorable direction, helping to lock in profits
while still protecting against reversals.
Transaction Cost: The expenses incurred when buying or selling a financial instrument.
In Forex, these primarily consist of the spread and/or commissions.
Trend: The general direction in which a market’s price is moving (e.g., uptrend,
downtrend, or sideways/ranging). Identifying trends is a core aspect of many trading
strategies.
Trendline: A line drawn on a chart connecting a series of lows (in an uptrend) or highs
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(in a downtrend) to help visualize and confirm the prevailing trend and identify
potential support/resistance areas.
TRY (Turkish Lira): The official currency of Turkey.

U

U-Shaped Recovery: A type of economic recession and recovery that resembles a
“U” shape on a chart, characterized by a gradual decline followed by a period of
stagnation before a gradual recovery.
Unemployment Rate: The percentage of the total labor force that is jobless but actively
seeking employment and willing to work. A key economic indicator.
Unrealized Profit/Loss (Floating Profit/Loss): The profit or loss on an open
trading position that has not yet been closed. It becomes a realized profit or loss once
the position is closed.
Uptrend: A market trend characterized by a series of successively higher highs and
higher lows in price.
USD (United States Dollar): The official currency of the United States of America and
the world’s primary reserve currency.
US Dollar Index (USDX, DXY): An index that measures the value of the US dollar
relative to a basket of six major foreign currencies (EUR, JPY, GBP, CAD, SEK, CHF).

V

V-Shaped Recovery: A type of economic recession and recovery that resembles a
“V” shape on a chart, characterized by a sharp decline followed by a quick and strong
rebound.
Volatility: The degree of variation or fluctuation in the trading price of a financial
instrument over time. High volatility means prices can change dramatically and rapidly.
Measured by indicators like ATR or standard deviation.
Volume: The total number of units (or contracts) of a financial instrument traded during
a specific period. In Forex, true volume can be difficult to ascertain due to its
decentralized nature, but tick volume is often used as a proxy.
VPS (Virtual Private Server): A remotely hosted server that traders can use to run their
trading platforms (especially for automated strategies like EAs) 24/7 without
interruption, even when their own computer is off.

W

W-Shaped Recovery (Double-Dip Recession): A type of economic recession and
recovery that resembles a “W” shape on a chart, characterized by a decline, a brief
recovery, another decline, and then a final recovery.
Whipsaw: A market condition where a security’s price moves sharply in one direction
and then quickly reverses and moves sharply in the opposite direction. This often
occurs in volatile, directionless markets and can trigger stop-loss orders prematurely.
Working Order: A pending order (such as a limit or stop order) that has been placed
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with a broker but has not yet been executed because the specified market conditions
have not been met.

X

XAG/USD: The trading symbol for Silver priced against the US Dollar. While not
a currency pair, precious metals are often traded on Forex platforms.
XAU/USD: The trading symbol for Gold priced against the US Dollar. A very popular
instrument on Forex trading platforms. This A to Z of Forex Terms primarily focuses
on currencies, but related tradable assets are worth noting.

Y

Yard: A slang term in financial markets, particularly among institutional traders,
referring to one billion units. For example, “a yard of yen” would mean one billion
Japanese Yen.
Yield: The income return on an investment, often expressed as an annual percentage.
In Forex, yield can be relevant to carry trades where traders earn the interest rate
differential (swap).
YoY (Year-over-Year): A method of comparing data for one period (e.g., a quarter or a
month) with the corresponding period from the previous year. Commonly used for
economic indicators to show growth or decline.

Z

ZAR (South African Rand): The official currency of South Africa.
Zero-Sum Game: A situation where one participant’s gain is equivalent to another’s
loss, so the net change in wealth or benefit is zero. Speculative Forex trading is often
described as a zero-sum game (before accounting for broker costs).
Zone (Support/Resistance Zone): A price area or range on a chart that acts as support
or resistance, rather than a single, precise price level. Traders often look for reactions
within these zones.

Conclusion: The Ongoing Journey of Forex Knowledge

Navigating this A to Z of Forex Terms is a significant step in building your trading expertise.
The Forex market is rich with specific language, and understanding these terms is fundamental
to interpreting market news, engaging with analyses, and making informed trading decisions.
However, the learning journey doesn’t end here. The market is ever-evolving, and continuous
education is key. Use this guide as a constant companion, and strive to deepen your
understanding of each concept. The more fluent you become in the language of Forex, the
more confident and capable you will be as a trader on the global stage.
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