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RISK WARNING: CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage. 72.6% of 
retail investor accounts lose money when trading CFDs with INFINOX. You should consider whether you understand how CFDs 
work and whether you can afford to take the high risk of losing your money.

The information on this site is not directed at residents of the United States, Belgium or any particular country outside the UK and 
is not intended for distribution to, or use by, any person in any country or jurisdiction where such distribution or use would be 
contrary to local law or regulation.

Infinox Capital Ltd (“INFINOX) is registered in the United Kingdom at Birchin Court, 20 Birchin Lane, London, EC3V 9DU, United 
Kingdom under company number 06854853 and is authorised and regulated by The Financial Conduct Authority under 
registration number 501057.
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What is Forex?

It is the global market that allows the exchange of one currency for another.

If an American investor wants to make a large investment in Germany, for 
example, he will need to exchange his dollars for euros.

As two currencies are traded at the time of exchange, trades on this market are done in pairs. That is, the trader will buy a certain 
currency and, at the same time, define the sale of another.

The FX is the largest financial market in the world. To get an idea of its magnitude, the New York Stock Exchange (NYSE) moves 
daily around 70 billion dollars. The daily volume of Forex is around 5 trillion dollars, ie 70 times the volume of the NYSE.

In addition to its size, the market is open 24 hours a day and 5 days a week, closing only during the weekend. Therefore, unlike 
the stock market, the foreign exchange market does not close at the end of each business day. Instead, trades move to different 
financial centers around the world depending on the local time zone.

What is traded in forex?

Currencies! 

While there are potentially many currencies that you can trade with, you will likely focus on "major currencies"
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Currency symbols are represented by 3 letters, in which the first two identify the name of the country and the third letter 
identifies the name of the currency of that country.

Take CAD for instance. CA stands for Canada, while D stands for dollar.

Currency Pairs

Forex trading is the simultaneous purchase of one currency and the sale of another. In the previous example, the American 
investor bought Euros using the dollars he had. In other words, he sold the dollars to buy the euros.

In this way, quotes are always presented in pairs. For example, the euro and the US dollar (EUR / USD) or the pound sterling and 
the Swiss franc (GBP / CHF).

Major Currency Pairs

The most liquid and widely traded currency pairs are called majors. All have the USD as a common feature, they are:

• EURUSD
• USDJPY
• GBPUSD
• USDCHF
• USDCAD
• AUDUSD
• NZDUSD

Cross-Currency Pairs

Currency pairs that don’t contain the U.S. dollar (USD) are known as cross-currency pairs. Some examples: 

• EURUSD
• USDJPY
• GBPUSD
• USDCHF
• USDCAD
• AUDUSD
• NZDUSD

Exotic Currency Pairs

Exotic currency pairs represent developing countries as well as several developed European countries and are traded less 
frequently.

• USDBRL (Brazil)
• USDHKD (Hong Kong)
• USDZAR (South Africa)
• USDMXN (Mexico)
• USDNOK (Norway)
• USDSEK (Sweden)
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Forex Market

Unlike other financial markets such as the New York Stock Exchange (NYSE) or the London Stock Exchange (LSE), the 
foreign exchange market is neither physically nor centrally located. This means that the local forex market is spread all over 
the world, with no central location.

Another characteristic of Forex is that liquidity is extremely high. But what is liquidity? liquidity is the ability of an asset to be 
converted into effective cash quickly without any loss in value. A liquid market environment such as forex allows large 
volumes of trading to take place with very little effect on the price.

Why Trade Forex

As we have seen, the forex market is huge in volume and liquidity. In addition, traders can count on the facility to operate at 
flexible times and various combinations of currency pairs. These factors, among others, make the forex market an excellent 
option for traders.

What are CFDs?

CFD or Contract for Difference is a financial instrument used to make a profit on the price change of an asset without 
having to own it. In other words, CFD is a two-party agreement to exchange the difference between the buy and sell price 
of a particular asset.

The CFD trader doesn’t have to buy a particular stock, index or commodity to sell it more expensively in the future. Instead, 
he performs the operation based on his judgment that the value of the asset will rise or fall. If the trader correctly predicts 
the outcome of a trade, the seller pays the difference between the price of the asset at the start and end of the deal. On the 
other hand, if he misses the forecast and the asset moves in the opposite direction, the trader is expected to pay this 
difference.

Contrary to stock and futures transactions, where the broker is simply an intermediary, CFD transactions are always 
negotiated with the broker's counterparty. Which allows greater agility and quality in the negotiations. This type of operation 
is called over-the-counter (OTC). You can trade different assets with CFDs, such as; Stocks, Stocks indexes, Commodities, 
Forex, Bonds & ETFs or ETCs.
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What are CFDs?

For example, if the value of a XYZ share is $ 30 at the opening of a contract and $ 31 at the close of the contract, then the 
difference would be 1. If the investor acquired 1000 CFDs and predicted that the share value would rise, then the profit made 
was 1000 x 1 = $ 1,000. That is, he profits from a stock increase without having to buy it.

CFD’s Margin x Asset trading

First we need to understand what margin is.

Starting Margin: This is the minimum account amount to open the position. It is often called a deposit margin or simply deposit.

Maintenance Margin: This is extra money that may be required if the position goes against planned. This margin is required to 
finance the present value of the open position covering any current losses.

To better understand, in the case of XYZ's assets, in order to profit from the same operation in the traditional stock market, the 
investor should disburse 1,000 shares at $ 30, i.e. take into account a released balance of $ 30,000. In the case of CFD's the 
margin required is on average 5% of the value of the transaction, i.e., this trader to perform the CFD operation needs to take into 
account, 5% of US $ 30,000, which is US $ 1,500.

How to measure and leverage CFD's profits?

Continuing in the previous example, if the share price jumped from $ 30 to $ 31 at the end of the period and considering the 
required margin of each account, the profit from CFDs was 66.6% versus 3.33%. from stocks.
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This shows the ability to operate leveraged with this instrument, profiting from larger positions even without taking full value 
into account.



RISK WARNING: CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage. 72.6% of retail 
investor accounts lose money when trading CFDs with INFINOX. You should consider whether you understand how CFDs work and 
whether you can afford to take the high risk of losing your money.

The information on this site is not directed at residents of the United States, Belgium or any particular country outside the UK and is 
not intended for distribution to, or use by, any person in any country or jurisdiction where such distribution or use would be contrary 
to local law or regulation.

Infinox Capital Ltd (“INFINOX) is registered in the United Kingdom at Birchin Court, 20 Birchin Lane, London, EC3V 9DU, United 
Kingdom under company number 06854853 and is authorised and regulated by The Financial Conduct Authority under registration 
number 501057.
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