2019/20

E-BOOK
PREPARED BY
KNIGHTSBRIDGE TRADING ACADEMY

USEFUL TRADE INFORMATION

USEFUL TRADE INFORMATION

For legal reasons we are obliged to state the following:
Disclaimer: To the fullest extent permitted by law, The author and
publisher are providing this written material, its subsidiary elements
and its contents on an ‘as is’ basis and make no (and expressly
disclaim all) representations or warranties of any kind with respect to
this material or its contents including, without limitation, advice,
recommendations, warranties. merchantability and fitness for a
particular purpose. The information is given for entertainment
purposes only. In addition, the author and publisher do not represent
or warrant that the information accessible via this material is
accurate, complete or current. To the fullest extent permitted by law,
neither the author or publisher or any of his affiliates, partners,
directors, employees or other representatives will be liable for
damages arising out of or in connection with the use of this material.
This is a comprehensive limitation of liability that applies to all
damages of any kind, including (without limitation) compensatory,
direct, indirect or consequential damages, loss of data, income or
profit, loss of or damage to property and claims of third parties.

Copyright Knightsbridge Trading Academy Limited
All rights reserved.
No reproduction, copying or transmission of this publication may be
made without written permission. No paragraph of this publication
may be reproduced, copied or transmitted without written
permission, or in accordance with the Copyright Act 1956 (amended).

This content is provided for education purposes only, and the author,
publishers and/or distributors are not responsible for any actions
taken as a result of reading this course.
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INTRODUCTION
KNIGHTSBRIDGE TRADING ACADEMY

At Knightsbridge Trading
Academy, our aim is to develop
the trading skills of our students
by equipping them with the latest
strategies and technology. Our
programmes will help you learn to
earn from the elite traders, CISI
accredited tutors, brokers and
financial analysts in the industry,
who have worked for some of the
most prestigious financial
institutions in the world.
Our tutors have a combined
experience of over 75 working
years in the financial sector.
Their mission is to improve clients’
understanding of trading and
investing, along with their general
understanding of financial
markets. Knightsbridge Trading
Academy – in association with the
London Stock Exchange Group
Academy – has developed a
programme designed to improve
investment strategies using
fundamental and technical
analysis, investment psychology,
risk management, asset allocation
and how to interpret news.

ACCREDITED BY THE BRITISH ACCREDITATION
COUNCIL FOR INDEPENDENT FURTHER AND
HIGHER EDUCATION AS A SHORT COURSE
PROVIDER REF: KNI001EUROPEAN
TRADEMARK NUMBER: NO 017713033
ALL ONLINE AND CLASSROOM TRADING
PROGRAMMES ACCREDITED BY THE
CHARTERED INSTITUTE OF SECURITIES AND
INVESTMENT (CISI) AND THE BODY OF
CONTINUED PROFESSIONAL DEVELOPMENT
(CPD)
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A BRIEF RUNDOWN OF

FX IN GENERAL

"THE FX MARKET IS THE MOST LIQUID
MARKET IN THE WORLD"

You will already know or have heard
that the Foreign Exchange is a trilliondollar market. The most important
metric in the FX market is the Exchange
Rate between any two given
currencies.
It’s quite clear that due to sheer daily
volumes being traded, the FX market is
the most liquid market in the world.
This means that if you own an asset in
this global market (major currencies
such as EUR: Euro, GBP: British Pound,
USD: US Dollar, JPY: Japanese Yen) you
can be relatively certain that you will
be able to exchange it for its market
value almost instantly.
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Now, here are a few developments that
have led us to the FX market in the way
w e k n o w i t t o d a y.
Bretton Woods
The Latin American Debt Crisis
The Asian Financial Crisis
World events like these above are
symptoms of the Bretton Woods and the
currency wars that continue to this very
day. Each new day that passes,
competition between currencies
continue.It’s our job to trade the bits inbetween, keep our eye on the news and
make sure we’re on the right side of the
moves that comes as a result of these
mini-currency disputes. It’s a constant a
battle.
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GETTING STARTED
Please remember that it’s important to
go at your own pace. What we are
helping to teach you is a skill that you
can use and continually develop for a
lifetime; therefore it doesn’t matter
whether you take 30 minutes to get
started or several weeks.
GO AT YOUR OWN PACE.
FEEL COMFORTABLE WITH IT.

APPROPRIATENESS

When looking to transact on the
financial markets, individuals should
have a concise objective of what it is
they are setting out to achieve.
Individuals that wish to speculate on
CFDs and FX for example should not
have in mind the idea of capital
preservation as they are taking a much
higher risk with their equity.Clients
looking to subscribe to the services of
Enigma Strategy should already have
some degree of background knowledge
on trading and the financial markets as
a whole. If they do not, then there is
supplementary educational courses
provided on our website that may be of
more use than a direct leap into
speculative trading.

WATCH A SHORT INTRODUCTION TO TECHNICAL
ANALYSIS HERE

Want to
change your
career?
Increase your
trading
knowledge?
Click video
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GENERAL PRINCIPLES
OF DERIVATIVE TRADING

CFDs
When going long or short on a CFD
contract in an equity, it is important to
realise that you are not purchasing that
company as an asset in any way, shape
or form. What you are in fact doing is
speculating indirectly on the share
price of that equity rising or
falling. Purchasers would not be
entitled to attend any AGMs. The
purchase is facilitated by the broker
whom you hold your trading account
with as such trading is done “Over The
Counter” (OTC), not on a central
exchange or at a physical location such
as you would find with traditional stock
markets.
EXCHANGE RATES
Regarding exchange rates, there is a
plethora of factors that can affect
these. Whether it be Donald Trump
sending out a tweet or the next
extension of Brexit announced, you can
be sure that the value of a currency will
move in response one way or another.
Two of the main factors affecting
exchange rates are the interest rates of
the two juxtaposing countries as well
as the comparative economic growth.
For example, if the US reports higher
than anticipated GDP growth in Q3
whereas the UK reports a shortfall to
analyst predictions, it can be
reasonably assumed that the dollar will
increase in value against the pound.
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"TWO OF THE MAIN
FACTORS AFFECTING
EXCHANGE RATES
ARE THE INTEREST
RATES OF THE TWO
JUXTAPOSING
COUNTRIES"
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GENERAL PRINCIPLES
OF DERIVATIVE TRADING

LEVERAGE (MARGIN)

The allure of trading FX and CFDs can
largely be attributed to the availability
of leverage provided by brokers.
Although the European Securities and
Markets Authority have capped retail
consumer leverage at 1:30 for countries
within the EU jurisdiction, there is
much higher leverage available from
brokers far less scrutinised. Consumers
should be wary of said brokers as the
jurisdictions they operate within
provide less consumer protection.

"LEVERAGE IS
COMMONLY
REFERRED TO
AS MARGIN..."

KTAFX.COM

Leverage is commonly referred to as
“margin” can be explained in a very
simple manner such as follows:
If an Index has an ask price of £1,000
and a trader buys 2 contracts, the cost
of the transaction is £2,000 plus
commission and fees. This trade would
require at least £100 in liquid cash at a
traditional broker offering 1:20
leverage. A CFD trade will show a loss
equal to the size of the spread at the
time of the transaction so, if the spread
is £2.50, the Index needs to gain £2.50
or 0.25% for the position to reach
breakeven excluding the earlier
mentioned fees. If the Index rallied to a
bid price of £1,050, it can be sold for a
£100 gain or 5% profit.
If you have a margin account and your
equity level has fallen below the firm's
maintenance margin requirements, the
brokerage has every right to sell your
OTC CFD position(s) without contacting
you or obtaining your permission. Most
often, firms are not required to give you
a margin call, so if they give one, they
are doing so as a customer courtesy.
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GENERAL PRINCIPLES
OF DERIVATIVE TRADING

STOP LOSSES & MARKET ORDERS

A stop-loss, also known as a stop order,
is a type of computer-activated,
advanced trade tool. The order
specifies that an investor wants to
execute a trade for a given security, but
only if a specified price level is
reached during trading.

"A MICRO LOT IS
1,000 OF THE BASE
CURRENCY, A MINI
LOT IS 10,000, AND
A STANDARD LOT IS
100,000"

Stop-losses differ from a
conventional market order. With market
orders, the investor specifies that they
wish to trade a given number of
shares/contracts of a security at the
current market-clearing price. Using a
market order, the investor wishes to
execute immediately but cannot
specify the execution price. However,
the stop-loss allows an investorspecified limit price.
TRADING “LOTS”

When trading, you will often come
across the term “lots”. This is not a
general term to describe an abundance
of something; when trading currencies,
there are micro, mini, and standard
lots. A micro lot is 1,000 of the base
currency, a mini lot is 10,000, and a
standard lot is 100,000. For example, a
standard lot of GBP is equivalent to
£100,000.

KTAFX.COM

USEFUL TRADE INFORMATION

Question 1:
If you were to trade half a standard lot size with 1:10
leverage in a traditional brokerage account, how
much equity would you need in your account?
A)

£1,000

B)

£2,000

C)

£5,000

Question 2:
The S&P 500 has a sell price of $2,998 and a buy price
of $3,000. You buy one contract equal to $30 per
point. The price falls to a sell price of $2,996 and you
decide to close the trade. What is your loss?
A)

$60

B)

$30

C)

$15

*See answers at the end of the book.
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Moving Your Stop Loss to Breakeven is
simple, you simply change the level in
the ‘Stop Loss’ box on account and type
in the level at where you entered the
trade in the first place.
If you decide to hold on in the trade,
for every 100-pip move, it makes sense
to keep moving your Stop-Loss the
same amount. This locks in profit along
the way until the market reacts, swings
back and takes you out.
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Even if you have a setup that looks
promising and you’re eager to quickly
get in, sometimes you really do have to
refrain. This is the part of trading that
very few people like and even fewer can
do.
Despite when all looks good and you
have something telling you to enter the
trade because something about it
jumps right out at you, you exercise
discipline and restraint by sticking to
your trading strategy and rules.
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Answers:
Question 1: C.
Half a standard trading lot is equal to £50,000. At 1:10 leverage you would need
to have £5,000 on account to attain this level of market exposure.
Question 2: A.
Each point (integer) is equal to $30 as specified. A fall of two points is therefore
equal to $60 which is the loss.

Got any
Questions?
DON'T BE SHY! E-MAIL US AT
SUPPORT@KTAFX.COM
AND A TEAM MEMBER WILL BE HAPPY
TO ASSIST YOU.
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