4 Forex Brokerage Part 2

Leverage

Leverage to trade the forex is available from 30:1 all the way up to 400:1. 100:1 leverage means that for each dollar you put up you get $100 of value:

http://www.flickr.com/photos/24447896@N08/
Price Alarms

All traders who are part of Forexearlywarning should set up a platform with desktop price alarms. Price alarms can be obtained from most brokers. You can quickly set up price alarms with a Metatrader platform:

http://www.flickr.com/photos/24224310@N05/2300226721/
Price alarms are very important for trade planning and monitoring the market, don’t spend all day looking at the forex. If you want more exotic price alarm setups like price alarms to a wireless device or cellphone or email price alarms they are all available just do some research. Or set up a WIFI unit at your residence and move your laptop around.

Forex.com, my partner, offers email and SMS alerts.

Fresh cross alarms are also available on the FX Solutions charting platform.

Trading with Microlots

A microlot is 0.1 minilots. Trading real money microlots are the intermediate step I recommend as a bridge between pepertrading and trading large amounts of real money. Trading 2 microlots to start then 4-6 microlots of real money has been widely reported to me to be very successful at getting traders a strong feel for the forex including gaining them valuable money management and profit taking skills.

Don’t be greedy, trade microlots first then move onto the larger amounts of $$ when you are ready. It works, trading with microlots and a 50 pip stop and a trading plan is on of the greatest teachers on the forex.

http://www.flickr.com/photos/24447896@N08/
Rollover Interest and Swaps

This is the daily amount paid into or subtracted from your account based on the positions you hold. Most brokers pay at 500 EST and the amount triples on Wednesday to account for Saturday and Sunday. It can be paird in dollars and cents or as an adjustment to the lot price.

The swap payment amounts very widely from broker to broker. Some brokers pay a lot of swap on one pair and another broker may charge for the exact same pair. Do alot of research here it adds up by year end.

One broker may pay 50 cents per day on a pair and another broker will pay $15.00 a day on the same pair for one lot.

Pip Payout/Pip Cost

This is the amount of money you are paid for one pip of movement. If the USD is on the right it is $1 for one minilot or or $10 for one regular lot for pairs like EUR/USD or GBP/USD are examples. Payouts range from about $0.65 to about $1.50 for all 20 pairs for one minilot and it varies over time if the USD is not on the right.

Example if you are up 50 pips on the USD/CHF and your profit is $40 then the payout is around 80 cents per pip.

Papertrading and Demo Accounts

Most brokers offer demo accounts that last 30 days. This is really bad because they are discouraging holding on for the long term and encouraging more frequent trading, which at the end of the day benefits them. A couple of brokers offer permanent demo accounts that you do not have to keep re-registering every thirty days. When the long term trend is in place you must have a way to test holding on for the long term and demo accounts like this will facilitate this.

Order Challenges

If you get a bad fill on an order you can contact the broker and issue an order challenge. If you have not read the brokers agreement about challenging a fill don’t even bother calling them. All that matters is what is in writing and the procedures are governed by the brokerage agreement. If you think you got a bad fill take screenshots of a price chart and the order screen and the time of the fill. This is your documentation. Contact the broker and have them check the fill. If it is an obvious error they will issue an immediate adjustment. If there is still a problem you have to go to a manager but hopefully it wont go that far. Keep your documentation handy but don’t mention it unless needed. Also be nice to the broker yelling and screaming wont work either. Keep your emotions in check.

Sunday Night Gaps at the Market Open

The forex market opens on Sunday ahead of when most brokers will allow trading. If some news or something unexpected happens over the weekend price gaps can occur at the brokers market open on Sunday to reflect any difference between the maket open and broker platform open. Please consult your broker to see how they handle stop execution on these gaps.

If the overall financial markets are unstable gaps occur frequently and can be large. If markets in general are stable price gaps can be very small or just a few pips. 

Recently with the USD and other worldwide economies crashing price gaps were very large. Also when the G8 or G20 has their weekend meetings there can be gaps on Sunday nights open.

Charting Packages 

Some forex brokers have lousy or nonexistent charting packages, some have charting packages that are functional to good, and some have outstanding charting packages loaded with features (i.e. Accucharts)

Charting packages like Accucharts have cool features like fresh crossover alerts, trading off the charts, end user customization. Great stuff.

Currency Options Brokers

When choosing a currency options broker always choose one that offers plain vanilla puts and calls, the same type traded on the stock market and commodities market. No exotic options which are a bad idea and pretty useless.

http://www.forexearlywarning.com/currencyTraders.cfm
Broker Phone Etiquette

Put your brokers phone number on your cell phone, especially if you have a real job and have to manage trades away from the computer. At some point when the lights go out you will need it. Speak to your broker in advance about how to call in an order and to get instructions on phone etiquette when closing out trades or moving stops. You can move stops and close out lots or partial lots by phone.

Always trade with a stop in case the lights go out!! 

Introducing Brokers 

An introducing broker is someone who takes a fee every time you trade. They are a middleman. For example Globaltec Solutions is an introducing broker for MB trading. This means that Globaltec receives compensation every time you trade through MB. 

Many of the smaller IB firms are gone because the NFA has forced new requirements on the IBs simultaneously with raising the net capital requirements on the brokers.

Forexearlywarning never has or never will be an introducing broker, we do not accept compensation from brokers, instead we pass the IB fees onto our clients in th form of rebates. The broker rebates we offer are the best in the business.

Final Word About Brokers

Who do I use for a Broker?? 

I don’t know only you do, but this course will help you to ask the right questions to determine what is best for you.

How many brokers should I have?? 

Probably 3 to get everything you want, no law against it.

Is there a perfect broker?? 

No, there is not a prefect broker with 100% insured accounts, 400:1 leverage, embedded options trading, every alert system in creation, guaranteed executions and stops, the best charting package and best rollovers/swaps, it doesn’t exist, stop dreaming. 

To get everything you want you will probably need 3 brokers anyway. You can set up a live account with the minimum deposit and use the features of some brokers without actually trading here if you need to. Most traders will wind up with 3 brokers anyway. You need to have a backup broker anyway in case one brokers platform malfunctions. Just set everything up and stop worrying about it.

The Problem

Brokers are concerned with how many accounts they sign up and how many trades are made and how much they have in customer assets. Profit, that’s it and nothing else. Try to find a broker that wants to make their clients a success. If a broker opens up 200 live accounts and 100 people blow up their account and they keep 100 accounts this is the statistic they use to measure their success, they opened up 100 new accounts. The 100 people who lost, who cares!!! If you don’t believe me read their quarterly or annual statements. 

“We are the best broker on the planet and so-and-so rated us #1” WHO CARES

No discussion of client success.

If you blow up your account brokers don’t care, but at some point I don’t think this will be the case due to competition. I have been lucky enough to find two brokers that care about whether or not your account is growing and should be partnering with both of them in 2009. When was the last time your broker called you and asked you how trading was going?? Once again I think I have found some brokers who do care.

