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Buying On Dips & Selling On Rallies
The highest probability trading with the smallest risk to capital would be to trade in agreement with the strong trend. By starting on a long term chart interval and then using shorter interval charts to find preferred entry and exit zones for trades, you will see more of your trades end up profitable even if your timing was a little bit early or late. In short, this is continuance trading: finding an established trend and trading the continuance, or waves or EMBEDDED TRENDS of that trend.

Therefore, the best strategy is to trade continuances in agreement with the underlying trend or swing found on long interval charts. If the market is thrusting up, buy dips. If the market is thrusting down, sell rallies.
Channel Trading 
Occasionally we will see a day or string of days in the market where we really see no direction. Many times this will be true of only 1 or 2 of the major currency pairs at a time however sometimes it holds true for all of them at once. A lack of direction, however, does not necessarily mean that there is a lack of movement. When we see currency pairs moving up and down within a certain range, we can use a strategy called channel trading to buy and sell these currency pairs again an again.

Channel trading is used when we see a pair form similar tops and bottoms consecutively, thus creating a channel. The strategy then becomes buy low; sell high. We look for entries long near the bottom of the channel and can reverse the trade to a short position at the top. Channel trading can really be used on any time frame. We can channel trade on 15 or 30 minute trends as well as daily trends. Using a 15 or 30 minute light, we may be able to go long and/or short in a single currency pair 5 times in one or two days. Using a daily trend for channel trading, we may go long and/or short several times with in a couple weeks or a month.

Once a channel is identified, we must then use much shorter-term lights for our entry. For example, if we used a 30 minute light to identify a 40 PIP channel on the EUR/USD, we may want to use 1, 3, and 5 minute lights for our entry. We must then only look for entry at the bottom of that channel and place stop loss orders just below the lows of the channel. If we are using a 1 day (short term) light or even a 1 week (mid term) light to find a channel of several hundred Pips’, our strategy remains the same. We want to use a set of 3 shorter-term entry lights and only look for entry points at the very bottom and top of the channel for long and short positions, respectively. The entry lights used with a 1 day or 1 week foundation may be 5, 15, and 30 minutes, possibly even smaller numbers. This way, we can get a good entry or exit signal right at the bottom or top and place a stop loss just outside of the high or low of that channel. This reduces risk in the trade.

With this strategy we use a price near the top of the channel for a limit order on a long trade and a price near the bottom for a short trade. We want to trail our stops within the channel to protect the profits on the table. A channel will only last for so long before it consolidates or experiences a break out.
Channel Trading: Part 2
With the EUR/USD and some of the other major pairs finding some longer-term support and resistance levels recently, I believe this training may be very appropriate in upcoming weeks. Because we are seeing such weak economic conditions around the world, currency pairs are more likely to stay in channels due to lack of investor confidence in either direction. This does not mean, however, that we must day trade the pairs. Some of the channels can be 300 to 500 Pips’ and may run a few days or a week in either direction. We see some of the best potential in swing trading larger channels. We simply wanted to refresh your awareness of this strategy as it may be implemented in your own trading and alerts.

Occasionally we will see a day or string of days in the market where we really see no direction. Many times this will be true of only 1 or 2 of the major currency pairs at a time however sometimes it holds true for all of them at once. A lack of direction, however, does not necessarily mean that there is a lack of movement. When we see currency pairs moving up and down within a certain range, we can use a strategy called channel trading to buy and sell these currency pairs again an again.

Channel trading is used when we see a pair form repeat tops and bottoms consecutively, thus creating a channel. The strategy then becomes buy low; sell high. We look for entries long near the bottom of the channel and can reverse the trade to a short position at the top. Channel trading can really be used on any time frame. We can channel trade on 15 or 30 minute trends as well as daily trends. Using a 15 or 30 minute light, we may be able to go long and/or short in a single currency pair 5 times in one or two days. Using a daily trend for channel trading, we may go long and/or short several times with in a couple weeks or a month.

Once a channel is identified, we must then use much shorter-term charts for our entry. For example, if we used a 30 minute chart to identify a 40 PIP channel on the EUR/USD, we may want to use 1, 3, and 5 minute chart for our entry. We must then only look for entry at the bottom of that channel and place stop loss orders just below the lows of the channel. If we are using a 1 day chart or even a 1 week chart to find a channel of several hundred Pips’, our strategy remains the same. We want to use a set of 3 shorter-term entry charts and only look for entry points at the very bottom and top of the channel for long and short positions, respectively. The entry charts used with a 1 day or 1 week foundation may be 5, 15, and 30 minutes, possibly even smaller numbers. This way, we can get a good sell signal right at the bottom or top and place a stop loss just outside of the high or low of that channel. This reduces risk in the trade.

With this strategy we use a price near the top of the channel for a limit order on a long trade and a price near the bottom for a short trade. We want to trail our stops within the channel to protect the profits on the table. A channel will only last for so long before it consolidates or experiences a break out.
Using Entry Orders Properly
Entry Orders allow a trader to set an order to trade if a specific price level is met. The trade is activated only when that price is met. Stops and Limits can be set in advance as well. The order can be cancelled at any time with no charge.

We use a limit order to enter trades by setting a price to buy above the market’s price or setting a price to sell short below the market’s price. The reason we do this is to avoid missing a trade because the market moves too quickly and we are unable to get in at a price we want. Because many firms will guarantee a limit price, we can simply set an entry here and let the market work its magic.

On most trading platforms that many of you trade with, we use the ENTRY button in the tools at the top of the page. When we click the button, we can then choose the currency pair we wish to trade, choose buy or sell, the amount of lots we want, and an exact rate at which to buy or sell that pair. We can also set stop and limit levels in advance with this type of order.

These orders work great for the break out strategy. If we see a resistance level at 1.1350 on the EUR/USD and we have a great looking bullish trend, we will look to set a buy limit at about 1.1360 or 1.1365. We like to leave a bit of room for price spikes through that resistance so that we don’t buy in just before it falls. However, once we have 10 or 15 Pips’ of movement beyond that resistance, we can feel comfortable that the pair will continue moving long toward the next ceiling.

Just the opposite is done with short sales. If we want to sell a break in support we can set a sell order just below that support and we will then be short at that level and looking for the next floor.

These Entry orders also work well for buying dips and selling rallies. Looking at the longer-term trends, we can use entry orders to avoid missing bounces and failures. Sometimes bounces and failures are so sharp, we miss them and are forced to chase prices or miss the trade. If we see a strong 1 day or 180 minute trend, we can look to buy on dips on 30 and 60 minute charts. However, we will not always know what the bottom will be. In this instance, we can use several entry orders near support levels to buy into this trade with the longer-term trends.

Again, the opposite works for selling short on rallies. We sell short with limit orders to sell at resistance levels on 30 and 60 minute charts. You will notice when using this strategy, the 180 minute or 1 day chart will still look good in the direction you are trading and you will see entry charts such as 5, 10, and 15 minutes showing strong commitment in your direction.

This is a more sophisticated way of. It is also a great way to set up swing and position trades. Many of you may find yourselves scrambling to get into trades when the market runs. This strategy can help alleviate this problem.
Fundamentals in Detail
Since this week and much of last has seen nothing but anticipation of the FOMC meeting for possible interest rate cut, I thought it would be a good idea to visit this topic in a little more detail.

We have touched on Fundamentals briefly in the past but today we will look at the main indicators that really set the FOREX in motion. The big categories are: Economic Indicators, Inflationary Indicators, Employment Indicators, and Consumer Spending Indicators.

Economic Indicators

The Gross National Product is said to be the most significant economic indicator and many agree that it strongly measures the economic performance as a whole. DNP refers the gross national product as a sum of all goods and services produced by United States residents, either in the US or abroad. On the other hand the Gross Domestic Product refers to the sum of all goods and services produced in the United States, either by domestic or foreign companies. The GDP figures are more popular outside the United States.

Consumer spending is more psychological in nature and measure consumer confidence rather than actual spending. Consumer spending is made possible by personal income and discretionary income, so consumer confidence is important for those who have discretional income to switch to buying from saving.

Government spending is very important in that its sheer size and impact on the economic is tremendous, but it is also very influential. Due to special expenditure such as military, it boosts the unemployment rate, GDP and promotes Investment spending.

Inflation Indicators

the rate of inflation is the rise in overall prices, and gauging inflation is a vital macroeconomic task. Traders watch inflation very closely, because one of the ways to fight inflation is raising interest rates. Higher interest rates tend to support the local currency. Usually, traders use seven indicators to measure inflation. They are: 
· Producer Price Index (PPI) 

· Consumer price Index (CPI) 
· GNP Deflator 

· GDP Deflator 
· Employment Cost Index (ECI) 
· Commodity Research Bureau’s Index (CRB Index) 
· Journal of Commerce Industrial Price Index (JoC) 
Employment Indicators

the employment rate is an economic indicator which is significant in the Forex market due to its forecast in multiple economic areas. The rate of employment normally measures the stability and soundness of an economy, however; in addition the indicator is used as a major component in calculation of the GNP and GDP.

Consumer Spending Indicators

Retail sales are an important indicator as it shows the strength of consumer demand as well as consumer confidence. In the United States this indicator is more important compared to other countries such as Japan due to the US economy being more focused on consumers. A higher retail sales figure creates an economic process of forward motion in the manufacturing sector. Some months are significant for this indicator to show positive figures, those moths are September, November and December.

Consumer sentiment is a survey of households that is designed to measure individual tendency for spending. The University of Michigan and National Family Opinion Conference Board conduct the two studies in this area. This index measured by the Conference Board is sensitive to the job market, whereas the University of Michigan is not.

Trading on News

We strongly recommend that you do not trade just before an announcement, rather wait to see the market reaction and possibly enter into a position at that point. No matter how sure you may be or the so-called-experts may predict, economic data may be inline with expectations or it may be way off. The safe trade is to wait it out, or if you are in a position already, set your “Stops” with very little room to reverse on you.

Market Terminology 
Today’s training topic is somewhat of a glossary for traders. In the alert service we use some words and phrases that new and experienced traders may not be familiar with. Some of these terms are very basic while others will be new to almost all of you. As the alert service is growing at an extremely fast pace, we feel it is important that you all have the following terms available for your reference.

PIP – Price Interest Point. The last digit in a currency pair’s price. Pips’ are also referred to as “ticks” or “points.”

Lot – We refer to $100,000 as 1 lot. We can control 1 lot in our account with $1,000 of our money at 1% margin.

Long – Buy

Short – Sell

Bullish – Sentiment is for a move higher

Bearish – Sentiment is for a move lower

Rally – An upward movement of prices after a decline. 

Retracements – A move in the opposite direction of the trend. These moves are normally a fraction in size of the previous move with the trend. After retracements, we look for the pair to follow back in the direction of the trend. 

Support – An area where a pair that is moving down may stop. We look for bounces higher from support levels, whether with the trend or on a retracements.

Resistance – An area where a pair that is moving up may stop. We look for failures at resistance levels for the pair to move lower. 

Bid & Ask – When buying currency pairs we buy at the ask and sell at the bid. The difference in price is known as the spread.

Catching a bid – An individual currency is being moving higher. When we see the dollar gain strength in all majors we could say “the dollar is catching a bid.”

Cover a short – Covering a short means that we are closing a short trade.

Selling Resistance – Often used in range trading, this refers to selling short at or very close to a resistance level.

Buying Support – This refers to buying at or very close to a support level.
Multiple Positions 
Money Management rules tell us longer-term trades should be traded with smaller positions as they will generally require the trader to use a larger stop loss. Short-term trades, on the other hand, are normally entered with a little larger of a position with smaller stops and limits. Therefore, the number of lots we are trading is relevant to our account size and will not be relevant to many of you. Everyone is trading with a different amount and should trade according to his or her account size. 

Please assume that our trading is done with multiple lot positions. In shorter-term trading as well as choppy markets, we will often use multiple positions to exit trades at different target levels. This allows us to lock in profits with a portion of our trade at each target level. This strategy may also be implemented with stop loss levels. We may, on a long position, use two different stop loss levels using two support levels. We will then, at the end of the day, take the average profit or loss of each trade.

Please note that it is at your discretion how many lots you enter for each trade. If you feel comfortable only using the closest stop or limit level for your entire position, please feel free to use only one. If you prefer to stay with longer-term projections, you can choose to only use the larger stop and limit levels. Most trades will include two or three of each, stop and limit levels. This gives us maneuverability in trading and allows you to have more flexibility as well. I feel this is a step in advancing your sophistication in trading and will help with profitability.
Short Selling
Most of us, through the FOREX or other financial markets, have easily grasped the idea of buying and selling. We have always been told that the way to make money is to “buy low; sell high.” Although this is true, we can make money in the market doing just the opposite as well. How do we do this? We simply sell a currency pair when it is high and buy it back when it is low. It is as easy as it sounds. I will explain how.

When we buy a currency pair, we are truly buying the base or first currency and selling the second. For example, when we buy the EUR/USD we are buying the Euro and selling the dollar. We do this when we feel that the Euro should be going up against the dollar. On 4x Made Easy we would be looking for our arrows to be green and the lines moving upward to make this trade. However, if we felt that the dollar was going to move up against the Euro, we must take the opposite action with this pair. Because there is no USD/EUR pair to buy, we must sell short the EUR/USD pair when we think the dollar will move higher against the Euro. When we sell this pair short, we are simply selling the EUR and buying the USD. One of the least confusing ways to remember which action to take is to know that buying or selling pertains to the first or base currency of a pair. Buying the EUR/USD means that we’re buying the Euro. Selling that pair means that we are selling the Euro and, hence, buying the dollar. This will help you when you hear about dollar strength or dollar weakness and it is not specific to a pair. You will then know which way to go in a pair with that information.

We know that in a standard 100K account we must only use $1000 of our own money in order to control $100,000 of currency. This is a 1% margin requirement, which means we are required to put up only 1%. This holds true in both buying and short selling. What this means for us, is that there is no additional risk taken when short selling as opposed to buying a currency pair. Many people avoid selling short in the stock markets because there is additional risk taken when using this strategy. In the currency market selling short is only as risky as buying.
Buying Long vs. Short Selling
Most of us, through the FOREX or other financial markets, have easily grasped the idea of buying and selling. We have always been told that the way to make money is to “buy low; sell high.” Although this is true, we can also make money in the market doing just the opposite. How do we do this? We simply sell a currency pair when it is high and buy it back when it is low. It is as easy as it sounds. Here is how.

When we buy a currency pair, we are truly buying the base or first currency and selling the second. For example, when we buy the EUR/USD we are buying the Euro and selling the dollar. We do this when we feel that the Euro should be going up against the dollar.

HINT: However, if we felt that the dollar was going to move up against the Euro, we must take the opposite action with this pair. Because there is no USD/EUR pair to buy, we must sell short the EUR/USD pair when we think the dollar will move higher against the Euro. When we sell this pair short, we are simply selling the EUR and buying the USD. One of the best ways to remember which action to take is to know that buying or selling pertains to the first or base currency of a pair. Buying the EUR/USD means that we’re buying the Euro. Selling that pair means that we are selling the Euro and, hence, buying the dollar. This will help you when you hear about dollar strength or dollar weakness and it is not specific to a pair. You will then know which way to go in a pair with that information.

We know that in a standard 100K account we must only use $1000 of our own money in order to control $100,000 of currency. This is a 1% margin requirement, which means we are required to put up only 1%. This holds true in both buying and short selling. What this means for us, is that there is no additional risk taken when short selling as opposed to buying a currency pair. Many people avoid selling short in the stock markets because there is additional risk taken when using this strategy. In the currency market selling short is only as risky as buying.
Identifying Trades In Advance
We want to discuss, in detail, identifying trades BEFORE they happen. 

Looking for trades in advance simply means that we look at a currency pair while the market is calm and identify trades that we may want to enter for the next market move. It sounds very basic because we are simply using trends along with support and resistance levels. However, so many traders only trade when the market is running and chase trades for entry.

The first thing we want is a calm market. We do not want to search for a trade one minute after an important economic announcement. Normally, the market will be moving substantially if the news is important. We should wait for the market to settle down and look at our charts then.

The next thing we need to do is identify the trend. If we have just seen a big market movement, we need to see if the trend has changed or is in danger of a reversal. If the trend has changed, we must confirm this with new support or resistance. If we see a major move within our current trend, we must have one of two things: 

1. we need to see a retracements or pullback in the pair.

2. We need to see flatness indicating a new level of support or resistance.

In the first scenario, we would look for a pullback to a level of support if we were looking for a trade long. One good way to identify a support after a rally is to look for the previous highs. We can use 10 to 30 minute charts to find these last peaks. Usually the previous peaks are old resistance levels from the pair’s move up and will be a new support. We can use previous lows for a short trade using this same technique. Once identify this level we want to wait for this level to be reached before looking to enter. 

In the second scenario, we are talking about a good move with the trend and no retracements. If there is no retracements after a great move up with a bullish trend, we look for flatness to show us a new support. This flat area is then seen as the new support.
Building Long Term Positions
When we talk about building positions in the market, we are most often talking about longer-term trades. However, sometimes in day trading we can use this strategy as well. Building positions serves two main purposes:

1. We can increase a trade size as a position moves profitable for us if we feel there is further room for movement in that direction.

2. We can lower our average entry price by adding lots to a losing trade if the trade begins to move back in our direction.

In the first instance, we are talking about adding to a position that has become profitable and appears to have further potential. Many times this is referred to as buying on dips or selling on rallies however this is not always the case. When buying on dips we would wait for our position to retrace, once profitable, and add to it when it began to move in our favor again.

Another time we may add to a profitable position is a break in a support or resistance level. If we were long in the EUR/USD at 1.1920 and were able to have a strong break in the 1.1970 resistance, we may consider adding to the position once that break is confirmed. The old resistance may very well act as new support. Stop losses on the original position can also be raised at this point. Our new target would be the next resistance level. Buying on dips is more of a swing to position trade strategy, while adding to positions on breakouts can be seen in day trading as well as swing and position trades.

The other main reason we build into positions is to lower our average entry price on losing trades that still have potential. Here we would build into a long trade at a lower price if we experienced a pullback or retracements before we became profitable. For example, we enter the EUR/USD long at 1.1950 and have a stop loss set at 1.1900. We know support is at 1.1910. Shortly after we enter this trade, the pair drops to support and bounces back. When the pair bounces back we go long at 1.1925, doubling our position in the long EUR/USD trade. The pair maintains upward momentum and dies out near our initial 1.1950 entry. We exit all lots at 1.1940. What does this mean for us as far as profit/loss? We lost 10 Pips’ on the first trade, but MADE 15 Pips’ on the second trade. Overall, we averaged a 5 PIP profit because we built into our position when we went negative.

NOTE: When we build into a losing trade it is because we find support on a long trade or resistance on a short trade.

We do not just continue to build on a losing position that shows us no sign of recovery. Doing so can prove detrimental to your account. Also, we do not necessarily double our position every time we add lots to a trade. Please be sure you are not over-leveraged when adding lots to your trade.
Swing Trade Strategy Using Trend Channels
The following strategy is implemented to play longer-term trends for swing to position trades. We are looking to follow major and intermediate trends and use 30, 60, and 90 min charts for entry points. We are going to accomplish this using trend regression channels to find the current movement. If auto trend channels are not used, we simply draw trend channels on each chart using the high and low of current move up or down.

The strategy is to enter on each bounce or failure using 30, 60, and 90 min channels. If the 30 is broken after entry, the 60 min channel should contain the break. If not, the 90 should.
Trading Cross Currency Pairs
We are discussing trading cross currency pairs in today’s training alert. If the USD does not have a clear trend we simply look to other major currencies paired together. We will often find more defined trends here. We can also use cross pairs when we do have a good direction in the dollar. Some examples of cross pairs are EUR/JPY and EUR/GBP.

When we talk about trading cross pairs, we want to keep in mind that we need buyers and sellers to move the market. We prefer to primarily deal with the major cross pairs that have a high level of liquidity and volatility. We will find some of the best liquidity in the pairs listed in the above paragraph and in other cross pairs that include the EUR, JPY, or GBP.

We can, many times, find good cross currency pairs by identifying price action in the dollar pairs. For example, last year we notice that the Euro was very strong against the dollar, while at the same time the dollar was gaining strength against the yen. Therefore, if we know the EUR/USD is moving up and the USD/JPY is moving up, the EUR/JPY should be doing great.

Other times we may experience independent trading throughout the majors. For instance, if the EUR/USD is going up and the GBP/USD is heading down, the USD is heading in opposite directions. It is, in this example, losing against the Euro while gaining against the pound sterling. We can then conclude that the direction of the EUR/GBP should be very bullish. The Euro is stronger than the dollar and the sterling is weaker than the dollar. This should result in a very strong EUR/GBP, even if the dollar pair trends are not as strong.
Exit Strategies 
Due to high levels of volatility in recent weeks and months in the FOREX market, exiting trades at the “right time” has become increasingly difficult. We all know that buying pressure and selling pressure move the market; but what is behind the buying and selling? The answer is Greed and Fear. Greed will, perhaps, keep a trader in a position longer than he/she should be because we want to make every PIP on every trade.

On the opposite side of the story, fear will cause us to exit a trade shy of its full potential because we are scared of losing the money we have on the table. Although we cannot call tops and bottoms on every trade or any trade for that matter, we can use a system of exit strategies to help us exit trades at the most opportune times.

The first thing we need to focus on is our initial limit order price when we enter a trade. Ideally, we would be taken out of every trade at our limit order price. Unfortunately, this is not a realistic expectation. What we can do however is make sure our limit order prices are realistic. This means that we cannot enter a Super Active long trade and place a limit order 150 Pips’ and 3 resistance levels higher. This is unrealistic. In this case we would want to use a near-term resistance level for our profit target or limit order.

If we were to enter the same pair for a Swing Trade, we would use a higher, more significant resistance level. Setting realistic limit orders will greatly increase your chance of being limited out of trades, which is especially important when you are not frequently monitoring trades.

Once we have set a stop loss and realistic limit level set, we hope to see the trade moving in our favor. Trailing stop losses are the next exit strategy. We want to trail our stops with each move in our direction. This does NOT mean that every PIP the trade moves up, we move our stop up by 1. This means that we want to raise our stops each time we see a correction or retracements and the pair returns to our trend. For example, if we are long, we want to raise our stop loss after the pair retraces downward and begins to move up again. We know that trends do not move continuously without a correction or retracements, especially in the longer-term. Therefore, we simply raise stops to just below the new low each time one is created on a move up. The opposite holds true for a short trade.

On a short trade, we move the stop loss down each time the pair rallies higher and begins to fall again. We move the stop to just above the new peak.

Lastly, we must exit trades manually many times when we get less movement from the pair than expected or the trend turns against us. While some of this will come from experience, much of it can be taught.

In a choppy market, manually exiting a trade is a very common occurrence, especially in day trading. For instance, if we are long in a trade and the pair stops shy of our limit order and begins to fall; what could we do? Look at the near-term resistance level. Is this level very close to the current price? If so, we may want to exit this trade. If there is simply some profit taking within the move up and we have room between us and resistance, we want to leave the trade open to allow it to play out the trend we are riding.
In a Super Active trade, we may also want to keep an eye on 3 and 5 minute charts and watch for an active move in the opposite direction. Once this occurs, we may want to exit the trade. The third indication that we may want to manually exit our long position would be a break in the previous low. However, trailing stop loss orders should cover you here as we want them to be just below the previous dip in the pair’s price.
Hedging
Today’s topic comes from several traders asking me how they can protect their capital even with a losing trade. Stop Limits are always the first option when you enter a trade to protect your capital, however; being able to protect even the amount you will lose within your stop would be the ultimate is money management. Large Corporations and Banks have used Hedging as a big part of protecting their assets and minimizing or eliminating risk of exchange rate fluctuations.

How would Hedging help you in your everyday trading?

Hedging is an important tool, but by all mean not easy. I say that right from the start because I do not recommend this trading style until you are very familiar with the FOREX Market and your ability to make quick executions. While there are many different ways to use Options and Future Contracts against your losses, we are going to talk about Parallel and Inverse Currency Pairs in the FOREX Spot Market.

There are several currency pairs that work in very similar patterns, and learning their characteristics can help you turn a losing trade into a profitable one. Essentially, most of our trading is with the major currency pair such as EUR, GBP, CHF, JPY, CAD and AUD. All those currencies are paired with the US Dollar, which makes up the 6 major pairs we trade.

Looking at a couple of example, we can take the EUR/USD and compare it with USD/CHF. Whether you look at a long, short or super active trend, you will see an inverse pattern. While one is trending long, the other is short. These are what would be considered Inverse currency pairs. On the other hand, if you compare EUR/USD with GBP/USD, you will notice they trend very similar in the same direction, and we call that Parallel trending currency pairs.

Examples: If I decided to go Long the EUR/USD and noticed that the trend started retracing, I might consider going short the GBP/USD or Long the USD/CHF. What I’m doing at this point is Shorting the US Dollar in my original position, but then going Long the US Dollar while it regains some ground. Retracements may be only a few pips, nevertheless, by hedging, I am protected in case on a trend reversal rather than a small retracements.

Some traders like to Double-Up or Double-Down. What this means is that if their trade starts turning the wrong direction, they automatically enter a position twice as large in the opposite direction to offset their losses. By doubling the position, they can regain their losses with only now half of the movement, and still gain a profit or close with little or no loss. If you are using a trading station that allows you to Hedge, you can do this directly with the same currency pair, however, most of the trading stations do not have this feature and we must turn to the Parallel or Inverse Pair to start hedging.

By setting your stops and limits on both the positions with 1:2 or 1:1.5 Risk to Reward Ratio, hedging should help you with minimizing risk and allow more of your positions to end profitable. 

Again, if you are a beginner in the FOREX, I would strongly recommend you do not try to hedge your positions. It takes some time to properly identify a larger retracements or trend reversal from just normal behavior of the market, and you do not want to start losing money from both ends.
Protecting Your Profits and Trading Log
1. Protecting Your Profits

Protecting your profits is another factor that helps to insure consistent success. If you’re a longer-term trader such as a Swing Trader or Position Trader, it is important to protect your profits by using a trailing stop loss.

For example, let’s say you are taking a long position (Buying) in the USD/JPY and you are looking for a larger return than $400.00. Now let’s say your goal is $800.00 rather than $400.00 and you’re currently sitting at a $500.00 profit. Most professional traders would take this opportunity to trail their Stop Loss to lock in a portion of these profits so that you have no chance of taking a loss. But remember your goal was $800.00 or a loss of lets say $400, a 2 to 1 RRR. Now, let us assume that the market for whatever reason starts making a large move against your position, if you protected at least a portion of the trade or moved your stop pass the break even position, you would have avoided at least 1 loss.

This works just as well in short term trading, it is important to allow you trade develop but if you can tell that it is going to retrace more than your spread of 4-5 pips, I would even lock in a few pips and re-enter on a entry signal.

2. Keep a Trading Log

keeping a log of trades is like taking a snapshot in time. You’ll find that after making your first analysis, market conditions develop so rapidly that it can be difficult to remember exactly what you saw in the beginning that caused you to enter the market. By recording just a few notes about each trade you make and the technical picture you see, you will sharpen your skills in recognizing strong trade setups.

As a convenience, most trading software keeps track of all the detailed information of your trades, including times, open prices, closing prices, etc. A detailed trading log, along with good trading software reports, offers the trader a complete picture of trades for later analysis. Once you start noticing what works well for you and what does not, you can duplicate your success and minimize your losses.
Using News Sources to Enhance Trading
In the FOREX market we have a wealth of information available to us. Even better, most of this info is free of charge. We can find information on various web sites and from FX broker/dealers. In our experience, we find the best information and commentary comes directly from FX trading platforms.

Many of you are familiar with FXCM and have an account with them. Some of you use various other broker/dealers such as Gain Capital. The majority of broker/dealers in the FX market will offer a free news source with their trading platforms. We suggest trading through a broker that offers this feature. Most of the news sources are real-time, with no delay or lag time. This is imperative as news can move the market quickly.

Many times we will be able to see a forecast or projection for economic numbers that will be announced. Use this information to see what the sentiment is or what is expected by the market. Although these projections are not always in line with actual numbers, they can help us see what other traders and analysts are thinking. We also want to take advantage of streaming news that will not necessarily be listed as a major announcement. Catching news here as well as commentary can keep ‘us in the loop’ with the sentiment of the market in real-time. This is can be very helpful in pointing out something you may have missed when entering a trade on a certain pair.

In a general sense, improvement in US economic numbers such Home Sales, Auto Sales, GDP, etc. will help strengthen the dollar. This holds true for economic indicators around the world. We know that when interest rates of an underlying currency are lowered or raised that it can affect that currency a great deal. Normally a rate cut will make the underlying currency less attractive to investors, while a rise in rates will usually draw buyers.

Beyond there we have such announcements as Consumer Confidence and Michigan Sentiment numbers to watch for. These numbers will actually take a survey confidence and sentiment on the economy. These numbers normally yield some type of reactionary movement.
In the financial markets, we often see technical and fundamental analysis line up. Therefore if we see a trade developing based on technical levels and a solid trend, we can enter this trade even if there is a news announcement due in the near future.

A move will sometimes begin with the trend before new is announced and continue with this trend afterward. Although many times we will see a retracements in a good trend right before a news announcement, which is expected to send the pair back in the direction of trend. Because nothing goes straight up or straight down, these retracements are sometimes necessary before an announcement to give the pair room to run with the trend.

Movements just before a news announcement can work both ways. Getting into a position prior news announcements allows us to catch, what often is, a very large, quick move. However, please recognize the common denominator in each situation is that the news is working WITH the trend. This best describes how fundamental and technical analysis can line up. We will see the news confirm what the charts are already showing us.
Utilizing Multiple Lot Positions
Many of us have now been trading long enough that we feel comfortable venturing into trades with more than one lot. Some of you may be reading this and thinking that your account is too small to trade more than one lot at a time. For those who feel this way because you have only a few thousand dollars in your trading account, you might consider a mini account. You can still trade as many lots as you desire however you can now have maneuverability within trades due to smaller lot sizes. If you are trading a 100K account with less than $7,000 or so, you are not going to have the ability to enter multiple lots without over-leveraging yourself.

Multiple lot trading is simply that; trading with more than one lot. This can be done in two main ways. We can either enter our original position with multiple lots or add lots to an initial trade as we reach certain profit or loss levels. Multiple lot trading can help in both entering and exiting the market. There is increased risk. But, it can take profits to a whole new level.

Building into Trades

When entering a position with multiple lots we have, obviously, increased both our profit and loss potential. If we use three lots instead of one, a 30 PIP move would yield 90 Pips’ of profit or loss. This is a very basic concept. If we use the strategy of adding lots throughout at trade, we can build into a strong position as it breaks through support or resistance levels in our favor. This can add to the total profits. On the other hand, if the trade moves against us we can add to our position at a more favorable price and better the average entry price for the entire trade.

Multiple positions become even more important when we are looking to exit a trade. We know that there are numerous levels of support and resistance that stem from a pair’s price at any given time. The price of the EUR/USD may be 1.2050 with support levels every 50 PIPS down and resistance levels every 50 Pips’ above. Some support and resistance levels are minor and some are major. This information comes into play when entering limit orders for trades. For example, let’s assume that we have bought the EUR/USD at 1.2000 on an Active setting for a day trade. We see near-term resistance (minor) at 1.2050 with a more significant resistance level at 1.2100. If we enter the trade with two lots, we may want to take profits on half of our trade at 1.2050, raise our stop loss up, and let the other lot attempt to reach 1.2100.

Why would we do this? We know that 1.2050 is a resistance level however we feel that the pair could reach 1.2100 that day. Since we do not know for sure if the pair will break through or fail the first resistance, we lock in some profits and let the remaining position attempt a break through. At this example, we would most likely raise stops to at least our entry point of 1.2000 and eliminate risk completely. Now, we can feel comfortable knowing that our remaining position can do us no harm and we have left the upside potential open.

We want to target more than one profit zone so that we do not have all of our eggs in one basket, especially while the market is so volatile. We are normally entering trades with multiple lots as we want to make use of our margin capabilities. We simply want to avoid over-leveraging our accounts.
Trailing Stop Losses
We trail stop loss orders by moving our stop to a level closer to the current market price as a trade works in our favor. A trailing stop loss can allow us to turn a good trade into a great trade. As markets move, so do support and resistance levels along with price ranges. Therefore, we adjust our stops to new market levels. We will discuss the techniques behind using trailing stop losses in different types of markets.

In a well trending market, we will find trailing stop losses to be fairly easy. In trending markets, we see a major trend and retracements within that trend. The way to play a trailing stop in this situation is to move the stop after each retracement.

Suppose we short the EUR/USD at 1.2500 and have a stop loss at 1.2545. When the pair reaches 1.2440, it finds support and retraces to 1.2485. At 1.2485, the pair begins to move lower again. These small moves are normally very clear on 15, 30, and 60 minute charts. When the pair begins to fall from 1.2485, we move our stop down to just above 1.2485. Maybe we will make the new stop 1.2495. This leaves room for the pair to test its new resistance without being stopped out. If the pair breaks through resistance and changes direction, we are stopped out quickly just 10 pips higher and for a small profit.

If we are trading longer-term, we try to give the pair more room so we do not smother a good trend with too tight of a trailing stop loss.

If the market is in a sideways pattern and we are range trading, trailing stops is a bit more difficult. In a range bound market, we often see large moves in one direction followed by 100% retracements in the opposite direction. Therefore, our trailing stop strategy changes from that of a trending market.

Suppose we see a range on the GBP/USD of 1.8500 – 1.8700. We often see range bound pair’s trade heavily on “50” and “00” figures. This means that support and resistance is often found at numbers ending in “00” or “50”. Now suppose we short the GBP/USD at 1.8675 and set a stop just above 1.8700. We can expect some type of minor support to come into play at 1.8650, but should see a move further toward the bottom of the range. We would, most likely, move our stop into slight profits around 1.8660 if 1.8650 gave way as old support should now act as new resistance. We can continue to use this strategy all the way down to the bottom of the range or until the pair reverses direction.

Hint: The most important point is to always be looking for new ranges in the market as well as new support and resistance levels to work with.

Trailing stops is a great way to lock in profits, yet allow a trade to produce its full potential. The above examples are not to be followed to exact figures, but more for an understanding of how we work trailing stops in different types of markets. We can also use the Money Management in PremiereTrade™ AI to identify new stop loss levels as the market moves in our favor. We simply recalculate the data with the new market prices and the work is done for us. Use the above examples to know when to recalculate the money management figures.
Triangles & Channel Breakouts
Triangles: First we draw an imaginary line at the bottom trend line placed across at least two points horizontally. The highs do not have to be exact, but should be within reasonable proximity of each other. The upper descending trend line is formed by at least two low points connected by a trend line that angles downward and to the right. These highs should be successively lower and there should also be a few time frames apart. There should be at least 2-3 points touching the trend lines.
Channel breakouts: are found when a price breaks through support or resistance after it has bounced off of that level several times. We have looked at how to identify support and resistance, a channel is when we notice that there are 2-3 points where support and resistance held in a sideways trend. We could then draw an imaginary line at tops and bottoms and wait for the price to break through on either side.
Understanding Margin in Greater Detail
Buying and selling in the FOREX is a little different than buying and selling in, for example, the stock market. When we buy a stock we place a trade using our money. If we want 100 shares of a $50 stock, we put up $5,000 to own that stock. The only other option we have is to put up half and have our broker put up the other half. We will explain how this is possible in a moment.

In the FOREX, we can put up $1,000 to control $100,000 of currency (in a standard 100K account). We are able to attain such leverage in this market because of a thing called margin. In this case, our margin requirement is only 1%. In the stock purchase example we were using a 50% margin, the standard margin requirement in the purchasing equities (stocks). Hence the reason we experience such amazing returns in the FOREX as opposed to other investment vehicles.

Your margin requirement is simply the amount you must place of the 100% total purchased or controlled amount. If our margin requirement is 2% on a $100,000 lot of currency (standard 1 lot trade), we must use $2,000 of our own money. In our FOREX trading accounts, we can choose a margin rate between 1⁄2% and 100%. If we are at the minimum 1⁄2%, we control $200 for every $1 we put up. If we trade at 100% margin, we are then forfeiting all leverage and are trading our money dollar for dollar.

Generally, only those with very large sums of money will trade near 100%. A standard 100K account is defaulted to 1% and a mini account is defaulted to 1⁄2%.

This next part is very important, especially for those of you who have not yet traded in the FOREX. We must now understand how this margin works in a real trade with our money. Do not mistake a margin requirement for a purchase amount. If, in a 100K account with a 1% margin, we purchase 1 lot of the EUR/USD, we put up $1,000 of our own money. Realize that this does not mean you can only lose $1,000. Each PIP is worth $10 when trading the EUR/USD. Therefore, if the trade dropped by more than 100 Pips’ (100x10=1000), you are now down more than $1,000. We can potentially let this trade fall until our USABLE MARGIN (money left in our account as cash) drops to 0. At this point the trade will be closed automatically.
Effective Stop Loss Settings
As the saying goes, never set limits on nickels, dimes or quarters. This means prices ending in 5’s, 10’s, 25’s, 50’s, 75’s or 100's. Major resistance levels tend to set up right on these price points. A pair will almost always fall right to one of these numbers causing the majority of positions to be closed out. By setting your levels 2-3 pips below these points when they arise using the money management calculation, you allow your trade a small margin. This may help to avoid the dreaded stop out right before major retracements to profitable levels. If the trade continues its trend, you still have a calculated stop limit in place and it will take you out as it was supposed to. 

The additional 2-3 pips are a low cost premium for the insurance they can sometimes provide.
	Support & Resistance
Support and resistance levels are very important in trading. These are levels where we look for price containment. There are both minor and major support and resistance levels and deciphering between the two can help a trader maximize profits and minimize losses. The basic definition of support is the price or area where we look for a pair that is moving down to find some ground. Resistance is the price or area where we expect a pair that is moving up to hit a ceiling.

Support levels are always going to be BELOW the current market price. If the EUR/USD is trading at 1.2000, we cannot see support at 1.2100. This would not make sense. Resistance, meanwhile, is always found ABOVE the current market price. If a pair is moving higher and breaks through a resistance level, we will look for old resistance to act as new support. For example, if the EUR/USD is rallying and breaks through resistance at 1.2000, we will look for this old level of resistance to now act as support. A break in support works the same way. If the EUR/USD fell below a 1.1900 support level, we would look for that level to act as a new resistance.

OLD SUPPORT = NEW RESISTANCE
OLD RESISTANCE = NEW SUPPORT
Those charts are 15 minute, 60 minute, 180 minute, and short-term (1 day). While we find near-term support and resistance (S&R) levels on 15 and 60 minute charts, long-term S&R levels are found on the 180 minute and 1 day charts. Near-term S&R levels are usually our minor S & R 1 levels, while the longer-term charts give us more significant S & R 2 levels. Of course, sometimes we will be able to see the same level on a 15 minute and 180 minute chart at the same time. Use the following link to see examples of both minor and major support and resistance levels.

We can see on the top chart (short-term) that major support and resistance levels are identified at the tops and bottoms on this chart. We can use highs and lows on longer-term charts as a good source of major support and resistance. When we look for the resistance at the top of the chart, it is important to use the HIGHEST price in your scrolling pop-up data. When we are looking for support at the bottom of the chart we want to use the lowest price in our scrolling pop-up data.

Now let’s look at the 60 minute and 15 minute charts to determine near-term (minor) support and resistance levels. These levels are broken more frequently, which is why we refer to them as minor or insignificant. Looking at the 60 and 15 minute charts, we see that each little dip or on the way down is minor support and each small, failed rally top is minor resistance. There can be several minor support and resistance levels very close to the current price of a currency pair. Because longer-term traders do not pay much attention to these levels, they are penetrated easily in good moving markets.

We want to use support and resistance levels in conjunction with the major trend. If we are in a bullish trend and want to go long (buy) a currency pair, we should look for a bounce off a support level to enter. If we are very close to a resistance, however, we can wait for a break in resistance and buy just above it, which is called a breakout. If we are selling short in a downward trend, we want to sell near resistance or a break in a support level.

Hint: If we don’t know where support and resistance are, we can get caught buying into resistance levels or selling right above a support level. Although the levels may be broken, we are adding unnecessary risk to our trade. Therefore, we do not want to buy a pair very close to major resistance or short a pair too close to a major support level. 
.


Capital & Leverage
Due to Money Management being such a large topic,

1. Trade with Sufficient Capital

One of the worst mistakes traders can make is attempt to trade without sufficient capital. It doesn’t mean that you have to have a lot of money and this market in particular allows traders with smaller capital to still make a great return. Many times it is not the account size that matters but the type of account that is being used. A trader with limited capital not only will be a worried trader, always looking to minimize losses beyond the point of realistic trading, but will also frequently be taken out of the trading game before he can realize any sense of success trading their system.

As a trader in the FOREX Market, you have a choice with most brokers to either have a Regular Account of Mini. We recommend that you start with a Mini Account and get used to trading with smaller lots. Once you get comfortable trading with real money, it is wise to use a Mini Account up to $10,000. Beyond that amount, a Regular Account might be the better way to go. Here is a quick rundown between a Regular and Mini Accounts.

Regular Account-(100K) this account allows you to trade with lots sizes equal to $100,000. Each lot is worth a $100,000 in currency and costs you $1000. That is 1% Margin. If you are at a 2% margin then it would cost you $2,000 to place a 1 lot trade (Usually with account over $100,000 a 2% margin is recommended). Please remember that you have the ability to use higher margin to offset risk if you are not comfortable with 1-2% margin.

Mini Account- Is just what is sounds like, everything works the same as a Regular account but you do not have to invest with a minimum of $1000 per lot, rather you can start trading with as little as $50. A Mini Account usually has a 0.5% margin and this means you can trade with as little as $50, yet you still control $10,000 worth of currency.

2. Never over Leverage Your Account

Leverage is another key to making money in the FOREX. 100 to 1 leverage is the normal amount that most Brokerages allow investors to trade with. Think about that for a moment, it’s really incredible! The broker has loaned you $99,000 dollars secured only by your $1,000. This huge leverage is what allows you the potential to make the kind of returns that the FOREX offers. But, it also enables us to loose some or all of our money if we trade foolishly.

Leverage is a wonderful money making tool but when abused it can lead to financial destruction as well.

A very conservative yet effective method of trading is to never leverage more than 10-15% of your account on any 1 trade and 25-30% on all positions combines. So, with $10,000 you realistically should only trade 1 Lot per position and 2-3 Lots total. The compounding factor of money is a very powerful thing but due to most people's desire to get rich quick and take unnecessary risks; they tend to focus more on the dollar signs than on proper trading principles. If you truly want to make consistent profits and make exceptional returns on your hard earned money, take it from some one who’s been there, follow these simple but effective Money Management rules.

A good rule of thumb is to keep your leverage at 10-20% or less. More aggressive traders will trade with as high as 30% but be sure you have the money to trade. If you’re starting with a mini account, start by trading only 1 position of a 10th of a lot. Your not able to make huge money, as the position sizes are only 1 10th of a normal account but the percentage of returns will quickly allow you to start trading larger sums of money and in the end will allow you the success you seek.
Accept Losses & Trading With Money You Can Afford To Lose
1. Accept Losses

Losses are going to happen in the course of trading. Since no trading system is 100% accurate, even the flawless application of a trading system will create some losses. Develop the ability to admit to your losses. Sometimes traders will remove their stops and let their losses run. They do this because they are unwilling to admit that their forecast of market direction or their timing of entry into the market was incorrect. Losses can occur primarily for two reasons. The first reason is when the trader fails to follow established tested rules and guidelines of a trading system. The second reason is when the trading system fails to encompass unexpected changes in market conditions. In either case, by anticipating the reasons for most of the losses you’re going to take, you can put precautions into place beforehand to help reduce losses in the future.

2. Always Trade with Money you can afford to lose

trading with money you cannot afford to lose is a very foolish thing to do, yet it is common among the beginning traders. When trading, be sure to trade only with money that will not affect your lifestyle. You're trying to improve your lifestyle, not hamper it. When a trader trades with money that they can afford to lose they tend to be more focused and more disciplined. They are not worried about any single loss. Simply, they are looking forward to the overall return. Don’t borrow money to trade on. With this being said, don’t use your life savings and, don’t use the money that you would typically use to pay your monthly bills. This is just a road to disaster. These types of traders have the same mentality that gamblers have. Remember, Traders are not Gamblers. If you must compare trading to gambling then compare yourself to the casino owners. As a disciplined trader you trade with probabilities on your side so that in the end, like the casino owners, you will come out way ahead. Successful traders use risk capital to trade.
Economic Fundamentals
Any news that has a bearing on the economy, whether it is directly or indirectly, is considered fundamental. This news may include the economy, changes to interest rates, political elections, or natural disasters. In order to navigate through the changing universe of fundamentals, news is classified into one of four categories: economic factors, financial factors, political factors, and crises.

Economic indicators by far provide the most information of all the fundamental factors. Unlike the Financial, Political and Crisis factors, economic factors occur in a steady stream, at certain times, and more often. Being aware of these economic announcements is very important to make informed decision on entering, exiting, or adjusting your positions. Traders around the world have their eyes glued to the monitors when economic data is announced, but knowing when they come out is only have there, forecasting the proper trend will generate true profits.

Economic data is generally released on a monthly basis except the Gross Domestic Product and Employment Cost Index, which are released quarterly. While several indicators are released weekly, very few have an impact on the FOREX market. All indicators are announced in pairs, the first number is the new released number and the second one is the pervious number for comparison. It is important to remember that most reports are released between 8:30 AM and 10:00 AM (EST).
Risk to Reward & Stop Limits
1. Risk to Reward

Most beginning traders believe that a good entry into the market is the key to success. Unfortunately most are very wrong. Money Management is by far the most important criteria of trading, no matter what you are trading. Every successful trader will agree that managing your trades correctly is the #1 key to consistent profits.

A risk-to-reward ratio compares the potential for reward against the potential for loss. A trader must view his trade as a business transaction. We identify risk by counting the pips between the forecasted entry price and the forecasted price at which one would exit the market in a losing trade. We identify reward by counting the pips between the forecasted entry price and the forecasted price at which one would exit the market in a winning trade. Using the Money Management section in PremiereTrade™ AI offers powerful tools to calculate the best risk to reward.

To effectively manage risk, we look to find high probability trades that have a 1 to 1.5 or greater risk-to-reward ratio, this is largely dependent on the time frame you are looking to trade. The longer time chart such as a day, week or month requires you to be willing to accept a larger draw down. For example, if you are using an active setting and your profit potential is only 30 pips, you might want to set your stop loss at about 15 pips from entry. However with a longer time frame, your profit potential will be 200 pips and you will need to set your stops at around 100 pips. The reason we need to set larger stop limits with a longer time frame is due to small trends with large trends.

Retracements on a short time interval is much smaller compared to a long term interval. Your trade is going to recycle and in order for you not to be stopped out you have to absorb the loss of the retracements; therefore you need to appropriately calculate the risk to reward.

2. Always, Always use Stop Limits

Stops are orders in the market placed a distance from your entry price, in the event market prices turn and dramatically move opposite from the anticipated direction. The idea behind a stop is to prevent a loss from “running” too far and thereby consuming excessive capital in one single trade. Too often traders are so convinced of where they believe market prices are headed, they lose their sense of reality and begin to trade on hope. They choose not to trade with a stop, or remove their stop, hoping that market direction will eventually turn their way and their loss will turn into a win. However, by the time they finally realize that such will not be the case, and that their hope was an illusion, they have risked far more than they wanted to at the outset of their trade, and the result is a devastating, excessive loss.

Be wise and follow the experts: always use stops. Most traders in past history even the greatest ones have always suffered the most in a time of quick uncertainty, like the September 11 terror attacks in New York. Catastrophic events will have a tremendous affect on the market, using a stop will allow you to be taken out of the market and sit on the side until things even out a bit. You can always get back in, but once all your money is gone it is gone, and all markets have inherent risk.

This is not just for the FOREX market it is for all markets that you trade, if stock traders were following the same strategy by using stops most of the traders that I have spoken to over the last few years would have been far better off and have more capital to enter the market again.

FINANCIAL DICTIONARY REFERENCES



12(b)-1 Fee – Fee assessed shareholders by the mutual fund for some of its promotional expenses. A 12b-1 fee must be specifically registered as such with the Securities and Exchange Commission and the fact that such charges are levied must be disclosed.

13 Week Treasury bill – The T-Bill index (IRX) is based on the discount rate of the most recently auctioned 13-week U.S. Treasury Bill. The new T-bill is substituted weekly on the trading day following its auction, usually a Monday.

A
Account – The record of transactions, charges, credits and debits with or by a broker in respect to customers’ money deposited with the broker. In some cases a broker may offer practice accounts, also know as dummy accounts, paper accounts or virtual accounts, in which client can trade with “play” money in a similar fashion to using real money that they have deposited. The purpose of practice accounts is to teach new traders a method of trading without having to risk any money.

Account Balance – The sum of all deposits, interest income and realized gains less all withdrawals, realized losses and incidental fees.

Account History – Display log of all transactions opened and closed with a broker.

Accumulation – The first phase of a bull market. When most investors are discouraged with the market and earnings are at their worst, some investors start buying shares or accumulating a position.

Actual EPS, CPS or DPS – Reported annual Earnings per Share (EPS - trailing 12 months), cash flow (CPS) or Dividends per Share (DPS) for a company for the fiscal year indicated. For companies that report on a quarterly basis, this information will contain the sum of the actual earnings, cash flow or dividends for the previous four quarters. For companies that report semi-annually, the field will contain the sum of the previous two semi-annuals actual.

Adjustments – Certain events such as a stock split or a stock dividend (i.e. a 3-for-2 stock split). An adjusted option may cover more than the usual 100 shares. For example, company ZXY just purchased company YXX. ZXY’s shares were trading at $34.12 and they paid $8.53 per share for YXX. The YXX shares are worth one-forth the value of the ZXY shares so share holders of YXX will receive one share of ZXY for every four shares of YXX that they hold. Current options of YXX must be offered until they have expired. Since the shares were worth one-forth of the value that they represent after the merger, one contract will now represent 25 shares of stock and not 100. This is typically referred to as a non-standard option.

After Hours Best Ask – The price at which someone who owns a security offers to sell a NASDAQ security during the current day’s After Hours market; also known as the asked price. Investors may trade in the After Hours market (4:00-6:30 p.m. Eastern Time for NASDAQ stocks and 4:00-8:00 p.m. Eastern Time for NYSE and AMEX stocks). Participation by market makers and ECNs is strictly voluntary and as a result, this session may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders. NASD Rule 3350 (the short sale rule) will initially not apply from 4:00 to 8:00 p.m. Eastern Time.

After Hours Best Bid – The price a prospective buyer is prepared to pay at a particular time for trading a NASDAQ security during the current day’s After Hours market. Investors may trade in the After Hours market (4:00-6:30 p.m. Eastern Time for NASDAQ stocks and 4:00-8:00 p.m. Eastern Time for NYSE and AMEX stocks) on the NASDAQ stock market. Participation by market makers and ECNs is strictly voluntary and as a result, this session may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

After Hours High – The after hours high represents the highest price a person purchased this security during the current day’s After Hours trading session. Investors may trade in after Hours market (4:00-6:30 p.m. Eastern Time for NASDAQ stocks and 4:00-8:00 p.m. Eastern Time for NYSE and AMEX stocks). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

After Hours Last Sale – An electronic entry by a NASD member firm representing the price involved in a transaction of a NASDAQ security during the current day’s After Hours session. The trade report must be submitted to NASDAQ within 90 seconds after the execution of the trade. Investors may trade in the After Hours market (4:00-6:30 p.m. Eastern Time for NASDAQ stocks and 4:00-8:00 p.m. Eastern Time for NYSE and AMEX stocks). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

After Hours Low – The after hours low represents the lowest price a person purchased this security during the After Hours trading session. Investors may trade in the After Hours market (4:00-6:30 p.m. Eastern Time for NASDAQ stocks and 4:00-8:00 p.m. Eastern Time for NYSE and AMEX stocks). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

After Hours Volume – An electronic entry by an NASD member firm representing the number of shares involved in a transaction of a NASDAQ security during the current day’s After Hours session. The trade report must be submitted to NASDAQ within 90 seconds after the execution of the trade. Investors may trade in after Hours market (4:00-6:30 p.m. Eastern Time for NASDAQ stocks and 4:00-8:00 p.m. Eastern Time for NYSE and AMEX stocks). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

After Hours Percent Change – After hours percent change represents the percent increase/decrease between the last sale and the market close. See also Market Close.

Agreement – The customer agreement, including all annexes thereto and all documents and authorizations executed by customer in connection with the maintenance of customer’s account (regardless of when such documents and authorizations are executed), as amended from time to time.

All-or-None Order (AON) – A type of option order, which requires that the order be executed completely or not at all. An AON order may be either a day order or a good-till-cancelled order.

Alpha – The premium an investment earns above a set standard. This is usually measured in terms of the Dow Industrials or the S&P 500. How the stock performs independent of the market.

American Depositary Receipt (ADR) – A security, created by a U.S. bank, that evidences ownership to a specified number of shares of a foreign security held in a depositary in the issuing company's country of domicile. The certificate, transfer and settlement practices for ADRs are identical to those for U.S. securities. U.S. investors often prefer ADRs to direct purchase of foreign shares because of the ready availability of price information, lower transaction costs and timely dividend distribution.

American Stock Exchange (AMEX) – The second-oldest U.S. stock exchange, located on Wall Street in New York City. Started as an alternative to the NYSE, the AMEX originating on the curb outside the NYSE, where brokers traded stocks that failed to meet the Big Board's listing requirements. Considerably smaller in market capitalization and trading volume than NASDAQ and the NYSE, the AMEX conducts trading through a centralized specialist system and is home primarily to small and medium-sized companies.

American-Style Option – An option that can be exercised at any time prior to its expiration date. See also European-Style Option.

AMEX Composite – The American Stock Exchange introduced a new AMEX Composite Index with a new ticker symbol, XAX, on January 2, 1997. The XAX is a market capitalization-weighted, price appreciation index, and replaces the AMEX Market Value Index (XAM) which, since its inception, has been calculated on a "total return basis" to include the reinvestment of dividends paid by AMEX companies. The new AMEX Composite Index is more comparable with other major indexes, which reflect only the price appreciation of their respective components.

Analyst – A person with expertise in evaluating financial investments. An analyst performs investment research and makes recommendations to institutional and retail investors to buy, sell or hold. Most analysts specialize in a single industry or business sector. A stock market analyst is someone who predicts the earnings period. Analysts also rate companies, such as buy, hold, outperform, etc.

Announcement Date – The date on which a company's directors meet to announce the date and amount of the next dividend payment. This statement includes the dividend's size, ex-dividend date and payment date.

Annuities – Offered by insurance companies, an annuity comes in many varieties and offers tax-deferred compounding until withdrawn. Because annuities are designed for retirement savings, there is a 10 percent federal tax penalty if you withdraw money before age 59. A fixed annuity offers retirement income compounded at a fixed rate, and a variable annuity is invested in mutual fund-types of portfolios with variable retirement payments based on the performance of the investment. One feature all annuities offer is the option to receive income payments for life, even if your investment runs out of money.

Arbitrage – The simultaneous buying and selling of two or more different, but closely related, securities in different markets to take advantage of price disparities.

Ask (Offer) Price – Ask is the market selling price, the price at which the market is prepared to sell a specified currency pair, stock or option. At this price, the trader can buy the security.

The price at which someone who owns a security offers to sell it; also known as the asked price. See also Best Ask.

Assets – Any possessions that has value in an exchange.

Assignment – Assignment is the term for the receipt of an exercise notice by an option writer (seller) that obligates him to sell (in the case of a call) or purchase (in the case of a put) the underlying security at the specified strike price.

At-The-Money – An option whose strike price is equal to the price of the underlying security.

Average Daily Share Volume – The number of shares traded per day averaged over a period of time, usually one year.

Average Maturity – The average time to maturity of securities held by a mutual fund. Changes in interest rates have greater impact on funds with longer average life.

B
Backspread – A delta-neutral spread composed of more long options than short options on the same underlying instrument. This position generally profits from a large movement in either direction in the underlying instrument.

Back-testing – A strategy is tested or optimized on historical data and then the strategy is applied to new data to see if the results are consistent.

Balance – The amount held in a customer’s account calculated for closed transactions (currently, open positions are not included). If there are no open positions, the balance and equity will be equal.

Base Currency – The first currency in a currency pair. The currency against which the exchange rate is applied. Usually, it stands first in the codes of currency rates. It shows how much the base currency is worth as measured against the second currency. For instance, if the USD/CHF rate equals 1.6215, then one USD is worth 1.6215 CHF.

Bear Market – An extended period, from six months to several years, during which stock prices trend downward and any upward movement is, by comparison, slight and of short duration.

Bear Spread – An option strategy with maximum profit when the price of the underlying security declines. Maximum loss occurs if the underlying security rises in price. The strategy involves the purchase and simultaneous sale of options. Puts or calls can be used. A higher strike price is purchased and a lower strike price is sold. The options have the same expiration date.

Beat the Street – When a company reports quarterly earnings above what brokerage firms expected.

Beginning Net Asset Value – The market value of a fund share on a predetermined start date.

Best Ask – The price at which someone who owns a security offers to sell it; also known as the asked price. Please note, the New York Stock Exchange and the American Stock Exchange do not provide ask information on a delayed basis. See also Ask Price.

Best Bid – The price a prospective buyer is prepared to pay at a particular time for trading a unit of a given security. Please note, the New York Stock Exchange and the American Stock Exchange do not provide bid information on a delayed basis. See also Bid Price.

Beta – A measure of the volatility of a stock relative to the overall market. A beta of less than one indicates lower risk than the market; a beta of more than one indicates higher risk than the market. A stock with a beta greater than one will rise faster or decline faster than the overall market. A stock with a beta lower than one will rise slower or decline slower than the overall market.

Bid Price – Bid is the market buying price, the price at which the market is prepared to buy a specified currency pair, stock or option. At this price, the trader can sell a security.

The price a prospective buyer is prepared to pay at a particular time for trading a unit of a given security. See also Best Bid.

Big Figure Quote – A currency rate without the last two digits. Examples: USD/JPY rate of 122.05/122.10, the Big Figure Quote is 122. EUR/USD rate of 0.9325/0.9330, the Big Figure Quote is 0.93.

Black Box – A proprietary, computerized trading system whose rules are not disclosed or readily accessible.

Black Scholes Option Pricing Model – A model used to estimate the price of an option.

Bonds – A debt instrument issued for a period of one year or more, used to raise capital for the issuer by borrowing money from investors. Bonds pay the investor interest on the loan until it is paid back at maturity.

Box Spread – Option arbitrage in which a profitable position is established with no risk. One spread is established with call options. The other spread is established using put options.

Breadth (market) – Relates to the number of issues participating in a market move. The move can be either up or down. As a rally develops, and the number of advancing issues is declining, the rally is suspect. As a decline develops, and the number of declining issues falls, the decline becomes suspect.

Breakdown – When a stock drops below a specified moving average.

Break-even point(s) – The stock price(s) at which an option strategy results is neither a profit nor a loss. While a strategy's break-even point(s) are normally stated as of the option's expiration date, a theoretical option pricing model can be used to determine the strategy's break-even point(s) for other dates as well. 
Breakout – The end of a trend, signaled by a stock’s price increasing or declining past the price at which the trend began. When a stock rises above a specified moving average.

Broker – A person acting as an agent for making securities transactions. An "account executive" or a "broker" at a brokerage firm deals directly with customers. A "floor broker" on the trading floor of an exchange actually executes someone else's trading orders.

Bull Market – An extended period, from six months to several years, during which stock prices trend upward, and any downward movement is, by comparison, slight and of short duration.

Bull Spread – An options strategy in which the maximum profits are attained if the underlying security rises in price. Either calls or puts can be used. The lower strike price is purchased and the higher strike. The options have the same expiration date.

Business Day – Any day on which commercial banks are open for business in the principal financial centers of the countries where securities are traded.

Butterfly Spread – An options strategy combining a bull and bear spread. Three strike prices are used. The lower two strike prices are used in the bull spread and the highest two strike prices are used in the bear spread. Either puts or calls can be used. This strategy has limited risk and limited profit.

Buy-Write – A covered call position in which stock is purchased and an equivalent number of calls written at the same time. This position may be transacted as a spread order, with both sides (buying stock and selling calls) executed simultaneously. For example, buying 500 shares XYZ stock and selling 5 XYZ May 60 calls.

C
Calendar – An options strategy where a trader sells a shorter-term option and buys a longer-term option. Both options have the same strike price. For example, a March 50 call might be sold and a May 50 call purchased.

Calendar Combination – An options strategy where a trader opens a call calendar spread and put calendar spread at the same time. The strike price of the calls is higher than the strike price of the puts.

Call Option – A contract that gives the buyer of the option the right, but not the obligation, to take delivery of an underlying security at a specific price within a certain time.

Call Price – The price at which a bond or preferred stock can be called in by the issuing authority.

Candlestick Charts – A charting method originally developed in Japan. The high and low are described as shadows and plotted a single line. The price range between the open and close is plotted as a rectangle on the single line. If the close is above the open, the body of the rectangle is white. If the close of the day is below the open, the body of the rectangle is black.

Capital Gains Distribution – Payments to mutual fund shareholders of profits from the sale of securities in a fund's portfolio. Capital gains distributions (if any) are usually made annually.

Capitalization Rate (cap rate) – Price per share multiplied by the number of outstanding shares.

Capitalization Weighted Index – A stock index that is computed by adding the capitalization of each individual stock and dividing by a predetermined divisor. Stocks with the greatest market value have the greatest impact on the index.

Cash Equivalents – A short-term instrument such as a money-market account or a certificate of deposit that provides minimal growth opportunity but is designed to keep pace with inflation.

Cash Settled – The closing out of contracts with the exchange of cash based upon the difference in the value of when the position was opened and the value of when it is closed, rather than the delivery of a security.

CBOE –The Chicago Board Options Exchange.

Chaikin Oscillator – An oscillator created by subtracting a 10-day EMA from a 3-day EMA of the accumulation/distribution line.

Charting – Another name for technical analysis. See also Technical Analysis.

Class of Options – A term referring to all options of the same type -- either calls or puts -- covering the same underlying stock.

Cleared Funds – Funds unencumbered and freely available sent in to settle a trade.

Close – The end of a market’s trading day. Further trading is not conducted until the open of the next trading day, although there is activity during after market trading for several hours through electronic computer networks.

Closed Position – An investment that has been ended.

Closing Price – The price at which a security finishes at the end of the trading day.

Closing Transaction – A reduction or elimination of an open position by the appropriate offsetting purchase or sale. An existing long position is closed by a sales transaction. An existing short position is closed by a purchase transaction.

Collar – A protective strategy in which a call option is sold and a put option is purchased. Both actions are taken against a previously owned long stock position. The options may have the same strike price or different strike prices and the expiration months may or may not be the same. For example, if the investor previously purchased XYZ Corporation at $46 and it rose to $62, a "collar" involving the purchase of a May 60 put and the selling of a May 65 call could be established as a way of protecting some of the unrealized profit in the XYZ Corporation stock position. The reverse -- a long call combined with a written put -- might also be used if the investor has previously established a short stock position in XYZ Corporation. See also Fence.

Collateral – An asset pledged as security to ensure payment or performance of an obligation.

College Savings Plans – Passed in 1996, the Qualified State Tuition Program allows every state to develop its own “529” plan, named for the IRS Section that regulates the plan. Contributions are typically state-tax deductible and the investment earns interest free of federal taxes when used to pay qualified higher education expenses. Since this type of investment is specifically designed for college, distributions not used for college expenses (tuition, room, board, books, supplies and computer equipment) may get hit with a 10 percent penalty when withdrawn. However, should your child receive a college scholarship and not need the money you’ve saved, you can rename the beneficiary or tap the account penalty-free.

Combination – A trading position involving out-of-the-money puts and calls on a one-to-one basis. The puts and calls have different strike prices, but the same expiration and underlying stock. A long combination is when both options are owned and a short combination is when both options are written. For example, a long combination might be buying 1 XYZ May 60 call and buying 1 XYZ May 55 put.

Commission – The fee levied by an institution to undertake a trade.

Common Stocks – The basic form of equity ownership in a corporation.

Confirmation – A notification sent by a dealer to the customer describing the terms of a trade. At least two indicators or indices corroborate a market turn or trend. In the case of the stock market, with respect to Dow Theory, it would be the Dow Industrials and the Dow Transports.

Consensus Rating – The average of several analysts’ recommendations for a single entity. As many brokers have different ratings systems, their recommendations must be standardized so a consensus can be calculated. The I/B/E/S ratings are calculated using a standard set of recommendations, maintained by I/B/E/S, each with an assigned numeric value:

1. Strong Buy 

2. Buy 

3. Hold 

4. Under-perform 

5. Sell 

Each recommendation received from the analysts is mapped to one of the I/B/E/S standard ratings. Assigning a numeric value to the broker text enables I/B/E/S to calculate a consensus recommendation. This consensus recommendation appears as the mean (average) of the assigned values.

Contingent Order – An order given to a trading desk to buy stock and sell a covered call option. It is given as one order.

Contract – An Over the Counter (OTC) agreement between a broker and a customer to buy or sell a security.

Consolidation – A period of limited price fluctuations following a period of more pronounced price fluctuations, signaling a relative balance between supply and demand.

Contract Size – The amount of the underlying asset covered by the option contract. This is 100 shares for one equity option unless adjusted for a special event, such as a stock split or a stock dividend, or otherwise special by the listing exchange.

Conversion Arbitrage – The simultaneous purchase of a stock, the purchase of a put and the sale of a call. It is a risk-less transaction.

Convertible Security – One security that is convertible into another. It is generally used with convertible preferred stock and convertible bonds. There is a specific rate at which the security can be converted.

Counter Currency – The second listed currency in a currency pair. See also Currency Pair.

Cover – The act of buying back in a closing transaction an option that was originally written.

Covered – Writing an option when the writer also owns the underlying security on a one to one ratio. A short call is covered if the underlying security is owned. A short put is covered if the underlying security is also short in the account. A short call is covered if a long call of the same underlying security is owned in the same account with the same or lower strike. A short put is covered if a long put of the same underlying security is owned in the same account with the strike price equal to or greater than the strike than the strike of the short put.

Cover Short – A buying back of stock, hopefully at a lower price, that was sold earlier in the day by the same trader. If the stock goes down after the trader executes a short sell, the trader makes a profit when he buys back those shares. If the stock goes up, such a short sell can still result in a loss. See also Short.

Credit – Money received in an account either from a deposit or a transaction those results in increasing the account's cash balance.

Credit Spread – A spread strategy that increases the account's cash balance when it is established. A bull spread with puts and a bear spread with calls are examples of credit spreads.

Cross Currency Pairs – A foreign exchange transaction in which one foreign currency is traded against a second foreign currency.

Cross Rate – An exchange rate between two non-U.S. currencies.

Cup and Handle – A pattern on bar charts. The pattern can be as short as seven weeks and as long as 65 weeks. The cup is in the shape of a “U” and the handle has a slight downward drift. The right hand side of the pattern has low trading volume.

Currency Pair – The two currencies that make up a foreign exchange rate, i.e. USD/CHF.

Currency Symbols –

· AUD – Australian Dollar 

· CAD – Canadian Dollar 

· EUR – Euro 

· JPY – Japanese Yen 

· GBP – British Pound 

· CHF – Swiss Franc 

· USD – U.S. Dollar 

Currency Trading – The act of exchanging the legal tender of one country for another.

Curvature – A measure of the rate of change in an option's delta for a one-unit change in the price of the underlying stock. See also Delta.

Curve Fitting – Developing rules that map known conditions.

Customer – The party that executes an agreement with a broker.

Customer Account Application – The application submitted by a person wishing to use a broker to assist them in the trading process. It will include all applicable addenda thereto. The customer account application is incorporated by reference into and constitutes an integral part of the customer agreement.

Cycle – The expiration dates applicable to the different series of options. Traditionally, there are three cycles.

1. Cycle 1 is January / April / July / October 

2. Cycle 2 is February / May / August / November 

3. Cycle 3 is March / June / September / December 

D
Daily Cut-Off – The point in time for each business day selected by a broker to signify the end of the business day.

Daily Range – The difference between the high and the low during one trading day.

Date of Record – The date on which a shareholder must officially own shares in order to be entitled to a dividend.

Day Order – A type of option order, which instructs the broker to cancel any unfilled portion of the order at the close of trading on the day the order, is first entered.

Day Trade – A position (stock or option) that is opened and closed on the same day.

Days to Cover – Calculated as the aggregated short interest for the month divided by the average daily share volume traded for the period between short interest settlement dates.

Debit – Money paid from an account either from a withdrawal or a transaction those results in decreasing the cash balance.

Debit Spread – A spread strategy that decreases the account's cash balance when established. A bull spread with calls and a bear spread with puts are examples of debit spreads.

Debt to Equity Ratio – Long-term debt divided by shareholders' equity, showing relationship between long-term funds provided by creditors and funds provided by shareholders. High ratio may indicate high risk; low ratio may indicate low risk.

Decay – A term used to describe how the theoretical value of an option "erodes" or reduces with the passage of time. Time decay is specifically quantified by theta.

Deleted – A security no longer included in the NASDAQ Stock Market.

Delivery – The process of meeting the terms of a written option contract when notification of assignment has been received. In the case of a short equity call, the writer must deliver stock and in return receives cash for the stock sold. In the case of a short equity put, the writer pays cash and in return receives the stock.

Delivery Cut-Off – The point in time that signifies the end of the trade date. The trade date of any contract entered into after the daily cut-off shall be the next business day. The daily cut-off will occur at 5 p.m. Eastern Time (2 p.m. Pacific Time).

Delta – The amount an option will change in price for a one point move in the underlying security.

Delta Neutral – An options strategy designed so the position is insensitive to movements in the underlying security. It can be composed of options/options or options/underlying security. It is a careful calculation of offsetting long and short positions.

Demo Trading System – Free interactive online demonstration sub-system of a broker's actual trading system. These sub-systems allow brokers to provide customer with a service where the customer can practice trading in a very realistic environment. It allows the customers to gain experience without having to risk real money.

Diagonal Spread – An options strategy in which the purchased options have a longer maturity than the written options. The purchased options also have different strike prices. Examples of diagonal spreads are diagonal bull spreads, diagonal bear spreads and diagonal butterfly spreads.

Did Not Meet Expectations – When a company reports quarterly earnings below what brokerage firms expected.

Discount – An option is trading at a discount if it is selling for less than its intrinsic value. If a future is trading for less than the price of the underlying security, it is considered to be trading at a discount.

Distribution Date – The date on which the payout of realized capital gains on securities in a fund portfolio occurs.

Divergence – When two or more averages or indices fail to show confirming trends.

Diversification – The acquisition of a group of assets in which returns on the assets are not directly related over time. Proper investment diversification is intended to reduce the risk inherent in particular securities. An investor seeking diversification for a securities portfolio would purchase securities of firms that are not similarly affected by the same variables. For example, an investor would not want to combine large investment positions in airlines, trucking and automobile manufacturing because each industry is significantly affected by oil prices and interest rates.

Dividend – Distribution of earnings to shareholder, prorated by the class of security and paid in the form of money, stock, scrip or, rarely, company products or property. The amount is decided by the board of directors. Mutual fund dividends are paid out of income, usually on a quarterly basis from the fund's investments.

Doji – A session in which the open and close are the same (or almost the same). Different varieties of doji line (such as a gravestone or long-legged doji) depend on where the opening and close are in relation to the entire range. Doji lines are among the most important individual candlestick lines. They are also components of important candlestick patterns.

Dollar-Cost Averaging – Many types of investments, such as the 401(k) plans and mutual funds, use automatic bank drafts to deduct money from your paycheck or bank account each month, eliminating the check-writing process. With automatic investing, you use a dollar cost averaging strategy of investing the same amount of money at regular intervals, like every month or quarter. For example, say you decide to invest $100 a month for six months. The share price of your investment will most likely fluctuate each month; so let’s say you pay $6, $9, $10, $9, $8 and $10 per share respectively during the six month period. With this strategy, investment contributions are spread out over time and you are able to buy more shares when prices are low and less shares when prices rise. Over the long haul, you’ll end up buying more shares at a lower cost.

Dollar Value – The amount of U.S. currency, which at any moment would be generated by the conversion of the relevant foreign currency into U.S. dollars by a broker.

Dow Jones Industrial Average – The Dow Jones Industrial Average index (DJIA) is a price-weighted average of 30 actively traded blue chip stocks, primarily industrials but including American Express Co. and American Telephone and Telegraph Co. Prepared and published by Dow Jones & Co., it is the oldest and most widely quoted of all the market indicators. The components, which change from time to time, represent between 15 percent and 20 percent of the market value of NYSE stocks. The DJIA is calculated by adding the closing prices of the component stocks and using a divisor that is adjusted for splits and stock dividends equal to 10 percent or more of the market value of an issue as well as substitutions and mergers. The average is quoted in points, not in dollars.

Down – The downward movement in the price of a stock, bond, commodity or market.

Down on Unusual Volume – Refers to a decrease in price for securities exhibiting unusual volume.

Dual Listed – For the purpose of this Web site - a company which lists its securities on both the NASDAQ stock market and the New York Stock Exchange.

E
EBITDA – Earnings before interest, taxes, depreciation and amortization.

Early Exercise – Prior to expiration, the exercise or assignment of an option.

Earnings – The amount of profit a trader realizes on his trades.

Earnings Per Share (EPS) – The portion of a company's profit allocated to each outstanding share of common stock. Calculated as:
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This is the single most popular variable in dictating a share's price. EPS indicates the profitability of a company.

Effective Annualized Seven-Day Yield – Yield for seven-day period including the day reported, calculated by adding one to the base period return used in calculating the standard seven-day yield raising the total to the power of 365 divided by seven and subtracting one (NOTE: to be reported on Wednesday only).

Electronic Data Gathering, Analysis and Retrieval (EDGAR) – An electronic system implemented by the SEC that is used by companies to transmit all documents required to be filed with the SEC in relation to corporate offerings and ongoing disclosure obligations. EDGAR became fully operational in 1995. 

ECN – Electronic Communications Network – Independent execution systems set up by brokerage firms, matching new retail limit orders, with compatible orders already in the system.

Eligible Collateral – Collateral deemed acceptable to a broker as described in the broker's agreement contracts.

Eligible Foreign Currencies – Those foreign currencies which a broker in its sole discretion, may agree from time to time to buy from or sell to its customers.

Elliot Wave Theory – Originally published by Ralph Nelson Elliot in 1939, it is a pattern recognition theory. It holds that the stock market follows a pattern of five waves up and three waves down to form a complete cycle. Many technicians believe this pattern can hold true for as short a time period as one day. However, it is generally used to measure long periods of time in the market.

Employer-Sponsored Retirement Plans – For many, employer-sponsored plans provide the easiest ways to invest for retirement. Defined contribution plans such as the 401(k) and 403(b) features pre-tax contributions, with earnings growing tax-deferred until withdrawn. Many companies also match employee contributions by $.50 or $1 for each $1 contributed, up to a certain percentage of the contribution.

Ending Net Asset Value – The market value of a fund share on a predetermined end date.

Equity – The amount currently held in a customer’s account calculated as if all the opened positions will be closed at the current market quotes. The account is comprised of unrealized gains, less unrealized losses and plus or minus storage.

Equivalent Strategy – A strategy that has the same risk-reward profile as another strategy. For example, a long May 60-65 call vertical spread is equivalent to a short May 60-65 put vertical spread.

Equivolume Chart – Richard Arms created this type of chart. It measures the relationship between price and volume. Price is measured on the vertical axis and volume is measured on the horizontal axis.

Euro Zone – The group of 12 countries that combined their currencies into a single currency (Euro). They still have separate sovereignties, but also have a combined central bank (ECB), which handles economic policy issues for them as one group.

European-Style Option – An option that can be exercised only during a specified period of time just prior to its expiration. See also American-Style Option.

Execution – The actual buying and selling of stocks, bond or commodities – most often conducted through a stockbroker.

Excess Margin Deposit – The amount of funds or market value of collateral in excess of required margin. Excess margin deposit can be maintained in a non-segregated non-interest bearing, FDIC insured up to $100,000 account.

Ex-Dividend – Interval between the announcement of the dividend and the payment.

Ex-Dividend Date – The date on or after which a security begins trading without the dividend (cash or stock) included in the contract price.

Exercise – The right granted under the terms of a listed options contract. Call holders exercise their right to buy the underlying security. Put holders exercise the right to sell the underlying security. There is generally an exercise limit placed by the options exchange. This is to prevent a group of investors or an individual investor from cornering the market on an underlying security.

Exercise Price – The price at which the owner of an option can purchase (call) or sell (put) the underlying stock. Used interchangeably with striking price, strike or exercise price.

Expiration Date – The date by which an option must be exercised.

Expiration Friday – The last business day prior to the option's expiration date during which purchases and sales of options can be made. For equity options, this is generally the third Friday of the expiration month. Note: if the third Friday of the month is an exchange holiday, the last trading day will be the Thursday immediately preceding the third Friday.

Expiration Month – The month during which the expiration date occurs.

Expense Ratio – The proportion of assets of a mutual fund required to pay annual operating expenses and management fees. If a fund charges an annual fee of $.50 per $100 of net assets, the expense ratio will be .5 percent. The expense ratio is independent of any sales fees.

Exponential Moving Average – The EMA for day D is calculated as: EMAD=aPRD+(1-a)EMAD-1 where PR is the price on a day D and a (alpha) is a smoothing constant (o<a<1). Alpha may be estimated as 2/(n+1), where n is the simple moving average length.

F
Fair Value – Describes the worth of an options or futures contract. On a daily basis, fair value is published pertaining to the S&P futures. When fair value falls below a predetermined value, traders sell the cash index and buy futures. When fair value rises above a predetermined value, traders buy the cash index and sell futures.

Fair Market Value – The price for a financial instrument that is determined in an open market environment between a willing buyer and seller.

Family of Funds – Group of mutual funds managed by the same investment management company. Each fund typically has a different objective; one may be a growth-oriented stock fund, whereas another may be a bond fund or money market fund. Shareholders in one of the funds can usually switch their money into any of the family's other funds, sometimes at no charge. Families of funds with no sales charges are called no load families. Those with sales charges are called load families.

Fence – A protective strategy in which a written call and a long put are taken against a previously owned long stock position. The options may have the same strike price or different strike prices and the expiration months may or may not be the same. For example, if the investor previously purchased XYZ Corporation at $46 and it rose to $62, a "fence" involving the purchase of a May 60 put and the selling of a May 65 call could be established as a way of protecting some of the unrealized profit in the XYZ Corporation stock position. The reverse -- a long call combined with a written put -- might also be used if the investor has previously established a short stock position in XYZ Corporation. See also Collar.

Fill – An executed order; sometimes the term refers to the price at which an order is executed.

Fill-or-Kill Order (FOK) – A type of option order that requires that the order be executed completely or not at all. A fill-or-kill order is similar to an all-or-none (AON) order. The difference is that if the order cannot be completely executed (i.e. filled in its entirety) as soon as it is announced in the trading crowd, it is to be "killed" (i.e. cancelled) immediately. Unlike an AON order, a FOK order cannot be used as part of a GTC order.

Filled Trade – A trade that is fully executed on behalf of a customer’s account pursuant to an order. Once filled, an order cannot be cancelled, amended or waived by customer.

First Notice Day – The first day a buyer of a futures contract can be called upon to take delivery.

Fiscal Periods – Because not all companies have the same fiscal year end, a system was developed to identify unique fiscal periods for forecast data. The system uses FY1, FY2, etc. For comparison purposes, the SEC rounds off the quarter end dates to the nearest month end.

The following is how this labeling works:

· FY = fiscal year 

· Q = quarter 

· SAN = semiannual 

The most recently reported earnings number is denoted with a zero (0). Then, the first estimate year is denoted with a one (1), the year after that a two (2) and so on. For example, if FY0 corresponds to the December 2004 year end reported, then FY1 data refers to estimates for December 2005, FY2 refers to estimates for the December 2006 year end and so on. Use the same conventions for interim periods (quarter and semiannual).

Float – The number of shares outstanding for a particular common stock.

Floating Profit (loss) – Unrealized profit (loss) in an open position.

Floor Broker – A trader on the floor of an exchange who executes orders for people without access to the trading area.

Foreign – A non U.S. company with securities trading on the NASDAQ stock market.

Foreign Currency – The legal tender issued by and acceptable for the payment of obligations under the laws of one or more countries, other than the U.S.

Foreign Exchange Contract – A spot contract for the purchase or sale of a foreign currency.

Foreign Exchange Rate – The price relationships between two currencies that are freely determined by the forces of supply and demand.

Foreign Exchange Trading – Buying and selling foreign currencies.

Free Margin – Available funds in the client’s account not currently are used to support existing trading positions, which can be used to open new positions.

Front-Running – The practice of trading ahead of large orders to take advantage of favorable price movement. Brokers are prohibited from this practice.

Fundamental Analysis – Analysis based on economic and political factors. Analysis of a security that takes into consideration sales, earnings, assets, etc. See also Technical Analysis.

Futures – A contract to buy a commodity or security at a future date for a price fixed today.

G
Gamma – It measures the amount the delta changes for a one-point move in the underlying security.

Gap Down – This occurs when a stock market opens. Market makers feel negative news associated with a stock will change the demand and they set a lower price prior to market opening. Typically the opening price is lower that the lowest price traded during the previous session.

Gap Up –This occurs when a stock market opens. Market makers feel positive news associated with a stock will change the demand and they set a higher price prior to market opening. Typically the opening price is higher that the highest price traded during the previous session.

Good-till-Cancelled – An order placed with a broker meaning that it is good until either filled or cancelled. In practice, this order has to be re-confirmed periodically.

Gold – The CBOE Gold Index (GOX) is an equal-dollar-weighted index composed of 10 companies involved primarily in gold mining and production. The index is rebalanced after the close of business on expiration Friday on the March quarterly cycle.

Gross Basis – Open positions, calculated without the benefit of any netting between long and short positions.

Growth Fund – A more speculative mutual fund made up of growth or performance stocks expected to appreciate in price more than the broad market over an extended period.

Growth Rate Measures for EPS – Current year/last year percent growth shows the percent change between the current year's forecasted mean EPS estimate and the last reported actual EPS.

· Next year/current year percent growth shows the percent change between next year's forecasted mean EPS estimate and the current year's forecasted mean estimate. 

· Historical EPS growth percent (historical five year growth) shows the average annual EPS growth for the company over the past five years. 

· Five year growth median is the median annual growth forecast over the next five years. 

· Twelve month forward percent growth is the projected growth in the company's EPS over the next twelve months (PEG Ratio). 

H
Head & Shoulders Pattern – This can also be inverted. It is a reversal pattern and it is one of the more common and reliable patterns. It is comprised of a rally that ends a fairly extensive advance. It is followed by a reaction on less volume. This is the left shoulder. The head is comprised of a rally up on high volume exceeding the price of the previous rally and a reaction down to the previous bottom on light volume. The right shoulder is composed of a rally up that fails to exceed the height of the head. It is then followed by a reaction down. This last reaction down should break a horizontal line drawn along the bottoms of the previous lows from the left shoulder and head. This is the point at which the major decline begins. The major difference between a head and shoulder top and bottom is that the bottom should have a large burst of activity on the breakout.

Hedge/Hedged Position – A position established with the specific intent of protecting an existing position. For example, an owner of common stock may buy a put option to hedge against a possible stock price decline.

Held – A situation where a security is temporarily not available for trading (i.e. market makers are not allowed to display quotes).

High – The highest price paid for a security during a particular day’s trading.

Historical Data – The underlying in future and forward contracts, dealing with commodities rather than financial instruments.

Historic Volatility – A measure of actual security price changes over a specific period of time.

Holder – Any person who has made an opening purchase transaction, call or put, and has that position in a brokerage account.

I
IOC – Immediate-or-Cancel Order – An options order that gives the trading crowd an opportunity to take the other side of the trade. After being announced, the order will be either partially or totally filled with any remaining balance immediately cancelled. An IOC order, which can be considered a type of day order, cannot be used as part of a GTC order since it will be cancelled shortly after being entered. The difference between fill-or-kill (FOK) orders and IOC orders is that an IOC order may be partially executed.

Implied Volatility – A measurement of the volatility of a stock. Current price rather than the historical price is used. Generally, if the price of an option rises without a corresponding rise in the underlying equity, implied volatility is considered to have risen.

Index Option – An option whose underlying security is an index. An example would be the S&P 100 (OEX). A trader can buy index options and bet on the direction of the OEX.

Individual Volatility – The volatility percentage that justifies an option's price, as opposed to historic or implied volatility. A theoretical option-pricing model can be used to generate an option's individual volatility when the five remaining quantifiable factors (stock price, time until expiration, strike price, interest rates and cash dividends) are entered along with the price of the option.

Initial Margin Requirement or Opening Margin Requirement – The percentage of the purchase price of a security that can be purchased on margin.

Inside Day – A day in which the total ranges of price is within the range of the previous day’s range.

Inside Market – The highest bid and the lowest offer prices among all competing market makers in a NASDAQ security, i.e. the best bid and offer prices.

Institution – A professional investment management company. Typically, this term is used to describe large money managers such as banks, pension funds, mutual funds and insurance companies.

International Analyst Coverage – In many cases, non-U.S. related research coverage can be accessed on the homepage of respective companies.

Inter-Market Spread – A spread using futures contracts in one market spread against futures contracts in another market. An example would be the Yen spread against the Deutschemark.

In-the-Money – A call option with a strike price below the underlying equity or a put option with a strike price above the underlying equity.

Intrinsic Value – The amount by which an option is in-the-money.

IPO – Initial Public Offering – when a company wants to go public and issue shares.

IPO Date – The date the security starts publicly trading.

IRA – Designed for retirement savings, the traditional IRA is a tax-deferred retirement account that permits individuals to set aside up to $3,000 per year (will gradually rise to $5,000 in 2008), with earnings tax-deferred until withdrawn. The current “catch-up” contribution for individuals age 50 and over is an additional $550 a year, scheduled to increase to $1,000 a year in 2006.

With a Roth IRA, you may also make contributions up to $3,000 a year. While Roth IRA contributions are non-tax deductible, if you hold the account at least five years and are 59, you may withdraw the entire balance completely tax-free. There are certain withdrawal allowances for the Roth IRA, such as a first home purchase, but generally any withdrawal from the traditional or Roth IRA before age 59 will trigger a 10 percent Federal Early Withdrawal penalty.
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Lag – The number of data points that a filter, such as a moving average, follows or trails the input price data. Also, in trading and time series analysis, lag refers to the time difference between one value and another.

Last Sale Reporting – An electronic entry by NASD members to the NASDAQ of the price and the number of shares involved in a transaction in a NASDAQ security. The trade reported must be submitted to NASDAQ with 90 seconds of the execution of the trade.

Last Trading Day – The last business day prior to an option's expiration date during which purchases and sales of options can be made. For equity options, this is generally the third Friday of the expiration month. Note: if the third Friday of the month is an exchange holiday, the last trading day will be the Thursday immediately preceding the third Friday.

Leading Indicators – Systems used to predict the direction of a stock or the market.

LEAPS – Acronym for Long-Term Equity Anticipation Securities, which are long-term, listed options, with maturities that can be as long as two and one-half years.

Least-Square Method – A technique of fitting a curve close to some given points that minimize the sum of the squares of the deviations of the given points from the curb.

Leg – A term describing one side of a position with two or more sides. When a trader legs into a spread, he/she establishes one side first, hoping for a favorable price movement so the other side can be executed at a better price. This is, of course, a higher-risk method of establishing a spread position.

Leverage – The ratio of the amount used in a transaction to the required security deposit (margin).

Limit Order – An order to buy or sell at a fixed price. A person can also place a limit order with discretion. This enables the broker to buy or sell within a small range, usually one-eighth of a point.

Limit Up/Limit Down – Commodity exchange restriction on the maximum amount of movement up or down that a commodity can trade in a given day.

Limit Order – An order to buy or sell foreign currency, or pairs of currencies, at a specified price or exchange rate. A limit order to buy will generally be executed when the ask price equals or falls below the price or exchange rate specified in the limit order. A limit order to sell will generally be executed when the bid price equals or exceeds the price or exchange rate specified in the limit order. Customers should note, however, that market conditions may prevent execution of an individual customer’s limit order despite other activity at that price level.

Liquidity – The relative ease at which a stock can be sold for cash. Also, the ability of a stock to be traded at high volume without its price being substantially affected.

Liquidating Order – An order to close out one or more open positions.

Listed Option – A put or call traded on a national options exchange. In contrast, over-the-counter options usually have non-standard or negotiated terms.

Load Fund – A mutual fund that is sold for a sales charge by a brokerage firm or other sales representative. Such funds may be stock, bond or commodity funds, with conservative or aggressive objectives.

Local – A futures trader in the pit of a commodity exchange who buys or sells for his own account.

Long – The purchase of a security with the exception that it will go up within a particular time frame. When the security reaches a higher price, the trader can sell it at a profit. Of course, if the trader “went long” on a security which happen to go down instead of up, the trader could lose money.

Long Term Gain – A gain on the sale of a capital asset where the holding period was 12 months or more and the profit was subject to the long-term capital gains tax.

Long Position – In foreign exchange trading, when the base currency in the pair is bought, the position is said to be long in that currency. It is understood that when the base currency in the pair is “long,” the second currency will be “short.”

Loss – Incurred as a result of a transaction.

Lot – A unit to measure the amount of the deal. The value of the deal always corresponds to an integer number of lots.

Low – The lowest price paid for a stock during a particular day’s trading.

M

MACD – Moving Average Convergence/Divergence – The crossing of two exponentially smoothed moving averages that are plotted above and below a zero line. The crossover movement through zero line, and divergence generate buy and sell signals.

Maintenance Margin Requirement –The minimum margin balance necessary to maintain the open positions in a customer’s account.

Management's Discussion and Analysis (MD&A) – A key area looked at by analysts. An interpretive section of the prospectus and of the annual report, frequently called the financial review.

Margin – The amount of cash or other eligible collateral that a broker may require a customer to deposit or maintain in the customer’s account in connection with the customer’s trading activity. The minimum amount of money required to buy or sell a security. The investor is using borrowed money. The act of financing the purchase of securities partly with money borrowed from the brokerage firm.

Margin Account – A brokerage account that permits an investor to purchase securities on credit and to borrow on securities already in the account. Buying on credit and borrowing are subject to standards established by the Federal Reserve and by the firm carrying the account. Interest is charged on any borrowed funds only for the period of time the loan is outstanding.

Margin Call – A demand for the deposit of additional margin as described in customer agreement.

Mark to Market – The process of recalculating the value of the open positions in a foreign currency trading account, assuming all open positions were liquidated at current market rates.

Marked to Market – At the end of each business day the open position carried in an account held at a brokerage firm are credited or debited funds based on the settlement price of the open position that day.

Market Category – The market it trades on, NASDAQ, National Market (NNM) or NASDAQ Small Cap Market (SCM).

Market Capitalization (MCAP) – Price per share multiplied by the total number of shares outstanding; also the market’s total valuation of a public company.

Market Close – An electronic entry by NASD members to The NASDAQ stock market of the regular trading day's last reported trade. Investors may trade during the regular trading session from 9:30 am - 4:00 pm Eastern Time. Trades must be submitted to NASDAQ within 90 seconds of the execution of the trade by an NASD member firm.

Market Close Date – Date on which the closing Net Asset Value (NAV) was last calculated.

Market If Touched – An order with the floor broker, which becomes a market order if a trigger price is reached.

Market Makers – The NASD member firms that use their own capital, research, retail and/or systems resources to represent a stock and compete with each other to buy and sell the stocks they represent. There are over 500 member firms that act as NASDAQ market makers. One of the major differences between the NASDAQ and other major markets in the U.S. is NASDAQ's structure of competing market makers. Each market maker competes for customer order flow by displaying buy and sells quotations for a guaranteed number of shares. Once an order is received, the market maker will immediately purchase for or sell from its own inventory, or seek the other side of the trade until it is executed, often in a matter of seconds.

Market Maker Spread – The difference between the price at which a market maker is willing to buy a security and the price at which the firm is willing to sell it, i.e. the difference between a market maker's bid and ask for a given security. Since each market maker positions itself to either buy or sell inventory at any given time, each individual market maker spread is not indicative of the market as a whole. See also inside Market.

Market Order – An order to buy or sell the identified currency, or pairs of currencies, at the current market price. An order to buy is executed at the ask price; and order to sell is executed at the bid price.

Market-On-Close Order (MOC) – An option order that requires that an order be executed at or near the close of trading on the day the order is entered. A MOC order, which can be considered a type of day order, cannot be used as part of a GTC order.

Market Rate/Quote – The current quote of a currency pair.

Market Surveillance –The department responsible for investigating and preventing abusive, manipulative or illegal trading practices on the NASDAQ. Considerable resources are devoted to monitoring the NASDAQ. A vast array of sophisticated automated systems reviews each trade and price quotation on an on-line, real-time basis. Off-line computer-based analyses are conducted to evaluate trading patterns on a monthly, weekly and daily basis. 

Whenever any of these automated systems indicate unusual price or volume in a stock, NASDAQ market surveillance analysts determine if this was the result of legitimate market forces or perhaps a violation of rules. Among other things, analysts review press releases, review historical trading activity, interview brokers, market makers and NASDAQ-listed company officials. Market Surveillance continues its inquiries until unusual movements are adequately explained.

If legitimate market forces were at work the case is closed without action. If it appears rule violations have occurred, a disciplinary action is initiated. Where corporate insiders or members of the investing public are involved in a potential violation, the case will be referred to the SEC.

Market Value – For NASDAQ-listed securities, the price per share of the specified security multiplied by the number of shares outstanding for the specified security. The shares outstanding number used in this market value calculation is the number used by NASDAQ for index calculation and may not include all shares globally issued and outstanding. The dollar value, determined by the current foreign exchange rates that the customer would receive if the position were liquidated for immediate delivery in the relevant market.

Married Put Strategy – The simultaneous purchase of stock and put options representing an equivalent number of shares. This is a limited risk strategy during the life of the puts because the stock can always be sold for at least the strike price of the purchased puts.

Martingale – From roulette, a tactical system that requires doubling the bet after each loss, so you recoup the amount originally bet by winning once.

Material News – News released by a NASDAQ company that might reasonably be expected to affect the value of a company's securities or influence investor’s decisions. Material news includes information regarding corporate events of an unusual and non-recurring nature, news of tender offers, unusually good or bad earnings reports and a stock split or stock dividend. See also Trading Halt.

Maturity Date – The date on which the principal amount of a bond is to be paid in full. The date on which payment of a financial obligation is due.

Maximum Adverse Excursion – A historical measurement of the closed losing trades versus the closed profitable trades of a trading system. Used to determine the stop-loss level that will allow winning trades to remain. The extreme unfavorable price level reached for both profitable and unprofitable trades.

Mean – The mathematical average of a range of numbers (calculated by dividing the total of all the items in the range by the total number of items in the range).

Median – The middle number in a defined distribution. When looking at estimates, median refers to the estimate above and below which lie an equal number of estimates for the period indicated.

Meet Expectations – When a company reports quarterly earnings that are the same as what brokerage firms expected.

Momentum – The strength behind an upward or downward movement in price. Graphically, momentum is represented as a horizontal line that fluctuates above and below an equilibrium line.

Money Market Fund – An open-ended mutual fund that invests in commercial paper, banker's acceptances, repurchase agreements, government securities, certificates of deposit and other highly liquid and safe securities, and pays money market rates of interest. The fund's net asset value remains a constant $1 a share, only the interest rate goes up or down.

Morning Star – A bottom reversal pattern, according to Steve Nison, a signal that bulls have seized control. A mathematical procedure to smooth or eliminate the data fluctuates and to assist in determining buy and sell points. Moving average emphasizes the direction of a trend, confirm trend reversals and smooth out price and volume fluctuations or “noise” that can confuse interpretation of the market; the sum of value plus a selected number of previous values divided by the total number of values.

Most Active – Most active NASDAQ national market stocks.

Moving Average – The average price of a stock calculated over a number of days. A new average is calculated for the stock each trading day and plotted on a price and volume chart.

Mutual Fund – A mutual fund is comprised of money pooled by hundreds of investors, managed by a professional money manager and invested in a variety of securities based on the fund’s objective. Some mutual funds offer minimum investments as low as $50 a month.

When it comes to selecting a mutual fund, consider this:

1. Load vs. no load – In investment lingo, a load is the sales commission you pay an investment representative to advise you on which mutual fund to buy. It is a percentage of whatever amount you invest. 

2. Compare historical performance to expense ratios. A high-cost fund with good performance may present better value than a no-load with poor returns. 

3. Check management fees charged by various funds in the same asset class for an accurate comparison. 

4. Be aware that global funds typically charge higher management fees due to extensive research required. 

5. The Vanguard Mutual Fund Group is widely touted as one of the lowest cost fund groups on the market today. 
N

Naked Options – When a trader writes (sells) an option without owning the underlying security. It is a position with large risk.

NASDAQ Composite Index – The NASDAQ Composite Index measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ. The Index is market-value weighted. This means each company's security affects the index in proportion to its market value. The market value, the last sale price multiplied by total shares outstanding, is calculated throughout the trading day, and is related to the total value of the Index. 

Today the NASDAQ Composite includes over 5,000 companies, more than most other stock market indexes. Because it is so broad-based, the composite is one of the most widely followed and quoted major market indexes.

NASDAQ International LTD. – A subsidiary of the NASD headquartered in London, England. Its mission is to support NASD members in London, serve as a liaison to international companies seeking to list securities on NASDAQ, encourage foreign institutional participation in NASDAQ stocks, and to heighten the international image of the NASD and its markets.

NASDAQ International Service – An extension to the NASDAQ stock market's trading systems that allows early morning trading from 3:30 to 9:00 a.m. Eastern Time on each U.S. trading day. This NASDAQ service enables participants to monitor trades during London market hours. NASD members are eligible to participate in this session through their U.S. trading facilities or through those of an approved U.K. affiliate.

NASDAQ National Market Securities – The NASDAQ National Market consists of over 3,000 companies that have a national or international shareholder base, have applied for listing, meet stringent financial requirements and agree to specific corporate governance standards. To list initially, companies are required to have significant net tangible assets or operating income, a minimum public float of 500,000 shares, at least 400 shareholders and a bid price of at least $5. The NASDAQ National Market operates from 9:30 a.m. to 4:00 p.m. Eastern Time, with extended trading in Select Net from 8:00 to 9:30 a.m. Eastern Time and from 4:00 to 5:15 p.m. Eastern Time.

NASDAQ Close (NOCP) – The NASDAQ Official Closing Price (NOCP) is a process for identifying the NASDAQ market-specific closing price for NASDAQ-listed issues. The NOCP replaces the NASDAQ market-specific closing price that was based solely on the last reported NASDAQ trade. Subject to review by NASDAQ MarketWatch, the NOCP will equal the normalized price of the last trade reported to NASDAQ’s proprietary trade reporting system—Automated Confirmation Transaction ServiceSM (ACTSM )—with a last sale eligible sale condition modifier as of 4:00:02 p.m. Eastern Time. "Normalizing" the NOCP means it will be adjusted to the nearest prevailing inside quote whenever the last sale is reported away from the inside market. Market participants, data distributors and investors will be provided with the NOCP for all NASDAQ National Market and Small Cap securities.

Date of NOCP – This field refers to the date the NOCP was disseminated for a given stock. It is possible that the date will not be from the prior day; this indicates that the stock didn't trade on NASDAQ on the prior day. The NOCP is updated only when the stock is traded on NASDAQ.

NASDAQ Official Open Price – This process identifies the NASDAQ-specific opening prices for NASDAQ-listed issues.

Date of the NASDAQ Official Open Price – This field refers to the date the NASDAQ Official Open Price was disseminated for a given stock. It is possible that the date will not be from the current trading day; this indicates that the stock didn't trade on NASDAQ during the current trading day. The NASDAQ Official Open Price is updated only when the stock is traded on NASDAQ.

NASDAQ Small Cap Market Securities – The NASDAQ Small Cap Market comprises of over 1,400 companies that want the sponsorship of market makers, have applied for listing and meet specific and financial requirements. Once a company is approved and listed on this market, market makers are able to quote and trade the company's securities through a sophisticated electronic trading and surveillance system. The NASDAQ Small Cap Market operates from 9:30 a.m. to 4:00 p.m. Eastern Time, with extended trading in Select Net from 8:00 to 9:30 a.m. Eastern Time and from 4:00 to 5:15 p.m. Eastern Time.

NASDAQ-100 Index – The NASDAQ-100 Index includes 100 of the largest non-financial domestic companies listed on the NASDAQ National Market tier of the NASDAQ Stock Market. Launched in January 1985, each security in the Index is proportionately represented by its market capitalization in relation to the total market value of the index.

The index reflects NASDAQ's largest growth companies across major industry groups. All index components have a minimum market capitalization of $500 million, and an average daily trading volume of at least 100,000 shares.

National Association of Securities Dealers, Inc. (NASD) – The self-regulatory organization of the securities industry responsible for the regulation of the NASDAQ and the over-the-counter markets. The NASD operates under the authority granted it by the 1938 Maloney Act Amendment to the Securities Exchange Act of 1934.

Negative Divergence – When two or more indicators, indices or averages fail to show confirming trends.

Net Asset Value (NAV) – The market value of a fund share, synonymous with a bid price. In the case of no-load funs, the NAV, market price and offering price are all the same figure, which the public pays to buy shares; load fund market or offer prices are quoted after adding the sales charge to the net asset value. NAV is calculated by most funds after the close of the exchanges each day by taking the closing market value of all securities owned plus all other assets such as cash, subtracting all liabilities, then dividing the result (total net assets) by the total number of shares outstanding. The number of shares outstanding can vary each day depending on the number of purchases and redemptions.

Net Change – The difference between today's last trade and the previous day's last trade. The difference between today's closing Net Asset Value (NAV) and the previous day's closing Net Asset Value (NAV).

Net Income – Income after all expenses and taxes have been deducted. Used in calculating a variety of profitability and stock performance measures.

Neutral – An adjective describing the belief that the market will neither rise nor decline significantly.

Neutral Strategy – An option strategy (or stock and option position) expected to benefit from a neutral market outcome.

New York Stock Exchange (NYSE) – The oldest U.S. stock exchange, located on Wall Street in New York City. Tracing its origins to 1792, the NYSE is one of the few remaining financial markets to use a physical trading floor to conduct trading. Representatives of buyers and sellers, know specialists, meet and shout out prices in an "open outcry system." Often referred to as the Big Board.

No-Load Fund – A mutual fund offered by an open-end investment company that imposes no sales charge (load) on its shareholders. Investors buy shares in no-load funds directly from the fund companies, rather than through a broker as is done in load funds. Many no-load fund families allow switching of assets between stock, bond and money market funds. The listing of the price of a no-load fund in the newspaper is accompanied by the designation NL. The net asset value, market price and offer prices of this type of fund are exactly the same, since there is no sales charge.

No Quote (NQ) – No market makers making an inside market at this time.

Noise – Fluctuations in the market that can confuse one’s interpretation of market direction.

Not-Held Order – A type of order which releases normal obligations implied by the other terms of the order. For example, a limit order designated as "not-held" allows discretion in filling the order when the market trades at the limit price of the order. In this case, there is no obligation to provide the customer with an execution if the market trades through the limit price on the order.

Notice of Withdrawal – A request by a customer to withdraw funds from the customer’s account.

NYSE Composite Index – The NYSE Composite Index is a market value-weighted index which relates all NYSE stocks to an aggregate market value as of Dec. 31, 1965, adjusted for capitalization changes. The base value of the index is $50 and point changes are expressed in dollars and cents.

Number of Estimates (# of Est.) – Number of analysts included in the mean EPS forecast.
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Odd Lot – A block of securities consisting of less than 100 shares. When odd lots trade, the specialist or market maker usually tacks on a premium. These receive the least favorable price and trade last.

Offer Price – The price at which the shares were originally offered to the public.

One Cancels the Other Order - OCO Order – Two orders that are linked. If one order is executed, the other is cancelled.

Open – The start of a market’s training day.

Open Interest – The net total amount of outstanding contracts in a future option.

Open Order – An order to buy or sell a security that remains in effect until it is either canceled by the customer or executed.

Open Position – Any deal that has not been offset by an equal and opposite deal.

Opening Price – The price at which a stock begins at the start of a trading day.

Opening Transaction – An order that, when executed, establishes a long position or short position, or increases an existing position.

Option – A contract that gives the owner the right, but not the obligation, to buy or sell a particular asset (the underlying stock) at a fixed price (the strike price) for a specific period of time (until expiration). The contract also obligates the writer to meet the terms of delivery if the owner exercises the contract right.

Option Period – The time from when an option contract is created by a writer of that option to the expiration date; sometimes referred to as an option's “lifetime.”

Option Pricing Curve – A graphical representation of the estimated theoretical value of an option at one point in time, at various prices of the underlying stock.

Option Writer – The seller of an option contract who is obligated to meet the terms of delivery if the option owner exercises his or her right. This seller has made an opening sale transaction, and has not yet closed that position.

Options Clearing Corporation (OCC) – The issue of all listed options and all exchanges.

Order – Generally, an instruction by a customer (or customer’s authorized agent) to a broker to execute a trade for customer’s account.

Over-the-Counter (OTC) – Stocks that for the most part, are not listed on one of the exchanges. In order for the stock to be bought or sold a broker and customer, enter into privately negotiated contracts or other transactions directly with each other. NASDAQ stocks are traded over-the-counter.

OTC Bulletin Board (OTCBB) – The OTCBB is a regulated quotation service that displays real-time quotes, last-sale prices and volume information in over-the-counter (OTC) equity securities. An OTC equity security generally is any equity that is not listed or traded on NASDAQ or a national securities exchange. Approved by the SEC in 1997, OTCBB securities include national, regional and foreign equity issues, warrants, units, American Depositary Receipts (ADRs) and Direct Participation Programs (DPPs).

Other OTC – A security that is neither listed on NASDAQ or any stock exchange, nor quoted on the Pink Sheets or the OTCBB. Bids and offers are not centrally collected.

Out-of-the-Money – A call whose strike price is above the current market price of the underlying equity. A put whose strike price is below the current price of the underlying security.

Overnight Position – A trader’s open long or short position that is not closed by the end of a trading day.

Overwrite – An options strategy involving the selling of call options (wholly or partially) against existing long stock positions. This is different from the buy-write strategy, which involves the simultaneous purchase of stock and selling of a call.

Owner – Any person who has made an opening purchase transaction, call or put, and has that position in a brokerage account.

P
P/B Ratio (Price/Book Ratio) – A stock analysis statistic in which the price of a stock is divided by the reported book value (as of the date specified) of the issuing firm.

P/C Ratio (Price/Cash Flow Ratio) – A financial ratio that compares a stock price with cash flow from operations per outstanding shares.

P/E Ratio (Price/Earnings Ratio) – A stock analysis statistic in which the current price of a stock (today's last sale price) is divided by the reported actual (or sometimes projected, which would be forecast) earnings per share of the issuing firm; it is also called the "multiple."

P/S Ratio (Price/Sales Ratio) – A financial ratio that compares stock price with sales per share (or market value with total revenue).

Pacific Exchange (PSE) – Located in San Francisco, and started in 1882. The exchange trades equities and options.

Parity – A term used to describe an option contract's total premium when that premium is the same amount as its intrinsic value. For example, when an option's theoretical value is equal to its intrinsic value, it is said to be "worth parity." When an option is trading for only its intrinsic value, it is said to be "trading for parity." Parity may be measured against the stock's last sale, bid or offer.

Payment Date – The date on which a dividend or split will be paid to stockholders by the issuers' paying agents. The payable date is the date on which one must own the shares (at the close of the session) in order to receive the split.

Penalty Bid – A Syndicate Penalty Bid can be displayed on the NASDAQ system during the period of a registered public offering of a security. Such a bid may be entered by the managing underwriter or a member of the underwriting group acting on its behalf, and is intended to facilitate the offering by stabilizing the price of the security during the distribution period. This activity is permissible under SEC Rule 10b-7.

Percent of Index Weight – This is the market value weighted impact on the value of the Index attributable to a particular stock.

PHLX – Philadelphia Stock Exchange.

Physical Delivery Option – An option whose underlying interest is a physical good or commodity, like a common stock or a foreign currency. When that option is exercised by its owner, there is delivery of that physical good or commodity from one brokerage or trading account to another.

Pin Risk – The risk to an investor (option writer) that the stock price will exactly equal the strike price of a written option at expiration, i.e. that option will be exactly at the money. The investor will not know how many of his written (short) options he will be assigned. The risk is that on the following Monday he might have an unexpected long (in the case of a written put) or short (in the case of a written call) stock position, and thus be subject to the risk of an adverse price move.

Pip/Point – The smallest unit of price for any foreign currency (i.e. for USD/CHF one point (or pip) equals .0001 Swiss Francs and for USD/JPY one point (or pip) equals 0.01 Japanese Yen).

Portfolio – The securities owned by an investor or company. A portfolio may include many different categories and types of investments. 

Portfolio Insurance – In order to protect a portfolio of stocks, an investor may sell index futures or buy index put options for downside protection.

Position – A trader’s holding of particular securities. Also, a trader’s plan on how to implement an investment strategy.

Posted Margin – That part of the margin balance that is posted to the broker in support of the customer’s open position and unrealized losses.

Preferred Stock – A class of stock that pays a specified dividend set when it is issued. Preferred stock typically does not have the price appreciation of common stock, however, preferred stock holders do have prior claim on dividends and assets incase of dissolution of the corporation.

Premium – The price of an option.

Pre-Market High – The pre-market high represents the highest price a person purchased this security during the pre-market session. Investors may trade in the pre-market (8:00-9:30 a.m. Eastern Time). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

Pre-Market Last Sale – An electronic entry by an NASD member firm representing the price involved in a transaction of a NASDAQ security during the pre-market session. The trade report must be submitted to NASDAQ within 90 seconds after the execution of the trade. Investors may trade in the pre-market (8:00-9:30 a.m. Eastern Time). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

Pre-Market Low – The pre-market low represents the lowest price a person purchased this security during the pre-market session. Investors may trade in the pre-market (8:00-9:30 a.m. Eastern Time). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

Pre-Market Percent Change – Pre-market percent change represents the percent increase/decrease between the last sale and the market close. See also Market Close.

Pre-Market Volume – An electronic entry by an NASD member firm representing the number of shares involved in a transaction of a NASDAQ security during the pre-market. The trade report must be submitted to NASDAQ within 90 seconds after the execution of the trade. Investors may trade in pre-market (8:00-9:30 a.m. Eastern Time). Participation by market makers and ECNs is strictly voluntary and as a result may offer less liquidity and inferior prices. Stock prices may also move more quickly in this environment. Investors who anticipate trading during these times are strongly advised to use limit orders.

Pre-Syndicate Bid – A pre-syndicate bid can be entered in the NASDAQ system to stabilize the price of a NASDAQ security prior to the effective date of a registered secondary offering. This activity is permissible under SEC Rule 10b-7.

Previous Day's Close – The previous trading day's last reported trade. The previous day's close on the NASDAQ Web site is updated at 3:30 a.m. Eastern Time. 

Previous NAV – The net asset value (NAV) from previous trading day. The previous NAV on the NASDAQ Web site is updated at 4:30 p.m. Eastern Time.

Price – The amount of money for which a share of a particular stock can be bought or sold.

Price Earnings Ratio – The ratio of a price of a stock to the earnings per share, or total annual profit dividend by the number of shares outstanding.

Principal Orders – Refers to activity by a broker/dealer when buying or selling for its own account and risk.

Profit/Loss - "P/L" - Gain/Loss – The actual gain or loss in U.S. dollars resulting from trading activities on closed positions, plus the theoretical gain or loss on open positions that have been marked to market.

Profit/loss Graph – A graphical presentation of the profit and loss possibilities of an investment strategy at one point in time (usually option expiration), at various stock prices.

Program Trading – Trades based on signals from computer programs. These are usually entered directly from the trader’s computer to the market’s computer system. Program trading accounts for an increasingly larger and larger portion of all trades throughout the day. Additionally, these large trades may be hedged by an offsetting position in index futures.

Prospectus – The document that describes the security offering or the operation of a mutual fund, a limited partnership or other investments. It has financial data about the company, the background of its officers and other information about the company necessary for potential investors to make an informed decision.

Put Call Ratio – The ratio of put trading volume dividend by the call trading volume. Moving averages can be used to smooth this chart out.

Put Option – A contract to sell a specified amount of a stock or commodity at an agreed time at the stated exercise price.
Q
Quarterly Report (10 Q) – A report public companies are required to file quarterly with the SEC. It provides unaudited financial information and other selected material.

Quote – A simultaneous bid and offer in a currency pair.

R
Ratio Calendar Combination – An options strategy where a trader has at the same time a ratio calendar spread using calls and a ratio calendar spread using puts. The strike price of the calls is greater than the strike price of the puts.

Ratio Spread – An options strategy using either puts or calls. The trader purchases a certain amount of options and then sells a larger amount of out-of-the-money options.

Ratio Write – Buying stock and selling calls against the stock, which achieved can also be by shorting stock and then selling puts against the short stock.

Ration Calendar Spread – An options strategy using either puts or calls, whereby one sells more near-term options than longer-term options are purchased. All options have the same strike price.

Realized Gain/Loss – The actual gain or loss resulting from closing an open position.

Real-time Trade Reporting – A requirement imposed on market makers (and in some instances, non-market makers) to report each trade immediately after completion of the transaction. Stocks traded on the NASDAQ are subject to real-time trade reporting within 90 seconds of execution.

Relative Strength – A comparison of an individual stock’s performance to that of a market index. Often the S&P 500 or the Dow Jones Industrial indexes are used for comparison purposes. It is calculated by dividing the stock price by the index price. A rising line indicates that the stock is doing better than the market. A declining line indicates that the stock is not doing as well as the market.

Required Margin – A sum equal to the greater of the initial margin requirement or the initial margin requirement less unrealized losses and storage, plus unrealized gains, provided it is not less than 30 percent of the initial margin required.

Resistance – The highest price in a trading range. A price level where a security’s price stops rising and moves sideways or downward. It indicates an abundance of supply. Because of this, the stock may have difficulty rising above this level. There are short-term and longer-term resistance levels.

Retained Earnings – Net profits kept to accumulate in a business after dividends are paid.

Return on Assets – Net earnings of a company divided by its assets.

Return of Capital – A distribution of cash resulting from depreciation tax savings, the sale of capital assets or of securities in a portfolio, or any other transaction unrelated to retained earnings.

Return on Equity – Net income divided by shareholders' equity. A measure of the net income that a firm is able to earn as a percent of stockholders' investment.

Return on Total Assets – Net income divided by total net assets. A measure of the net income that a firm's management is able to earn with the firm's total assets.

RHO – A measure of the expected change in an option's theoretical value for a 1 percent change in interest rates.

Risk – The level of uncertainty involved in a particular trade. The term risk refers to the deviation between expected and realized profit, as well as to the possibility of losing some or all of your investment. Levels of risk, of course, vary among investments.

Rollovers – The process of extending an existing market position through one or more spot settlements.

S
Sales Load – The sales fee a buyer pays in order to acquire an asset. The fee varies according to the type of asset and the way it is sold. Many mutual funds impose a sales charge. As a result of the load, only a portion of the investor’s funds goes into the investment itself.

Secondary Market – A market available to trade securities after there initial public offering. The New York Stock Exchange is an example of a secondary market.

Sector Index – An index that measure the performance of a narrow market segment, such as biotechnology or small capitalization stocks.

Securities and Exchange Commission (SEC) – The federal agency created by the Securities Exchange Act of 1934 to administer that act and the Securities Act of 1933. The statutes administered by the SEC are designed to promote full public disclosure and protect the investing public against fraudulent and manipulative practices in the securities markets. Generally, most issues of securities offered in interstate commerce or through the mail must be registered with the SEC.

Selling Short – Selling a security and then borrowing the security with the intent of replacing that security at a lower price than it was when it was borrowed. The short trader is betting that the short security will go down.

Settlement Date – The date specified for delivery of securities between securities firms, usually three business days after the execution of an order.

Seven-Day Yield – Yield for seven-day period including the day reported.

Shares Outstanding – For NASDAQ-listed securities, the number of issued and outstanding shares for the specified security as used by NASDAQ in the calculation of NASDAQ index values. The number of total shares outstanding used by NASDAQ for index calculation reflects the value most recently reported for the security by the issuing corporation, via required SEC filings or other communication with NASDAQ, as adjusted for any corporate actions such as stock dividends. However, use and display of a newly reported value may be briefly delayed pending review for accuracy and/or the facilitation of the management of the indices. Also, values for certain non-U.S. securities may not include all shares globally issued and outstanding.

Short – A trading technique typically used when a stock is expected to go down in price. A “short” sale occurs when an investor, usually a short-term day trader, sells borrowed stock with the expectation that the stock’s price will fall. If the investor’s expectation proves correct and the stock’s price falls, he can then buy the shares back at a lower price, return the borrowed stock and keep the profits, less the commission to the broker from whom the investor initially borrowed the stock.

Short Interest – The total number of shares of a security that have been sold short by customers and securities firms that have not been repurchased to settle short positions in the market.

Short Interest Ratio – A ratio that tells how many days it would take to buy back all the shares that have been sold short. A short interest of two would indicate that it would take two trading days to buy back all the shares that have been sold short. This based on current volume.

Short Margin – The client’s account condition when equity becomes smaller than the amount required keeping the positions open.

Short Term Gain – The profit realized from the sale of securities or other capital assets held 12 months or less.

SIC Code – Standard Industrial Classification (SIC) code. A numbering system established by the Office of Management and Budget that identifies companies by industry. It is used to promote the comparability of economic statistics from various facets of the U.S. economy.

Slippage – The difference between estimated and actual transaction costs. The difference is usually comprised of commissions and price difference.

Specialist – An exchange member who keeps the public books, maintains an orderly and efficient market and buys and sells for his own account.

Spin-Off – A stock dividend issued by one company in shares of another corporate entity, such as a subsidiary corporation of the company issuing the dividend.

Spread/Spread Order – A position consisting of two parts, each of which alone would profit from opposite directional price moves. As orders, these opposite parts are entered and executed simultaneously in the hope of (1) limiting risk, or (2) benefiting from a change of price relationship between the two parts. See also Leg.

Spot Contract – A contract where settlement is in two business days.

Spot Rate – The rate of exchange between two foreign currencies for "spot" value (normally settlement in two business days), generally quoted either in "U.S. Terms" (price of one unit of foreign currency expressed in U.S. dollars and cents) or in "European Terms" (price of one U.S. dollar expressed in units and decimals of the foreign currency).

Spread – The difference between the ask (offer) and bid price in a market quote. The spread is the reason a newly opened position’s mark to market, or valuation, will likely be negative. If a trader buys a particular security they will pay the ask (offer) price, but the current mark to market will be based upon what the marketplace is presently paying for this security. 

The spread for a security is influenced by a number of factors including:

· Supply or "float" – the total number of shares outstanding available to trade 

· Demand or interest 

· Total trading activity 

Spread Strategy – An options strategy having both long and short options on the same underlying security.

S&P Stocks – Refers to those stocks listed in the Standard & Poor’s 500 Stock Composite index. Standard & Poor’s, a publisher of financial and investment reports and services, calculates the index based on each listed stock’s aggregate market value – it’s price times the number of shares. It is therefore value-weighted, not price-rated as is the Dow Jones Industrial Average (DJIA). The S&P 500 comprises four separate indexes: 400 Industrials, 40 utilities, 40 financial companies and 20 transportation companies.

Standard and Poor’s 500 - ($SPX) – The S&P 500 index, more formally known as the S&P 500 Composite Stock Price index, is a European-style, capitalization-weighted index (shares outstanding multiplied by stock price) of 500 stocks that are traded on the New York Stock Exchange, American Stock Exchange and NASDAQ National Market. The advantage of "cap-weighting" is that each company's influence on index performance is directly proportional to its relative market value. It is this characteristic that makes the S&P 500 such a valuable tool for measuring the performance of actual portfolios.

Stock – Part ownership in a public corporation, as if you were buying a piece of the company. If the company makes a profit, so do you.

Stock Dividend – Payment of a corporate dividend in the form of stock rather than cash. The stock dividend may be additional shares in the company, or it may be shares in a subsidiary being spun off to shareholders. Stock dividends are often used to conserve cash needed to operate the business. Unlike a cash dividend, stock dividend is not taxed until sold.

Stock Index – A securities price indicator such as the NASDAQ-100, Standard & Poor's or Dow Jones series created to measure the relative value of the market.

Stock Split – An increase in the number of a company’s outstanding shares. A company sometimes declares a stock split after the market price of its stock has increased significantly, and the halving of the price per share would then make the stock more attractive to smaller investors.

Stock Symbol – A unique four- or five-letter symbol assigned to a NASDAQ security. If a fifth letter appears, it identifies the issue as other than a single issue of common stock or capital stock. A list of fifth-letter identifiers and a description of what each represents follows:

A - Class A 
B - Class B 
C - Issuer qualifications exceptions* 
D - New 
E - Delinquent in required filings with the SEC 
F - Foreign 
G - First convertible bond 
H - Second convertible bond, same company 
I - Third convertible bond, same company 
J - Voting 
K - Nonvoting 
L - Miscellaneous situations, such as depositary receipts, stubs, additional warrants and units 
M - Fourth preferred, same company 
N - Third preferred, same company 
O - Second preferred, same company 
P - First preferred, same company 
Q - Bankruptcy Proceedings 
R - Rights 
S - Shares of beneficial interest 
T - With warrants or with rights 
U - Units 
V - When-issued and when distributed 
W - Warrants 
Y- ADR (American Depositary Receipt) 
Z - Miscellaneous situations such as depositary receipts, stubs, additional warrants and units.

* The letter "C" as a fifth character in a security symbol indicates that the issuer has been granted a continuance in NASDAQ under an exception to the qualification standards for a limited period.

Stop Loss – Also known as a “stop order” or a “stop loss order.” An order placed with a broker to buy or sell a stock when the price reaches a specified price. The broker then executes the trade by buying or selling at the market price. A stop order is often used to limit the extent of possible loss.

Stop Order – An order placed which is not at the current market price. It becomes a market order once the security touches the specified price. Buy stop orders are placed above the present market price. Sell stop orders are placed below the present market price.

Stop Limit Order – This is similar to a stop order. It is an order, which becomes a limit order once the specified price is touched.

Stop and Reverse – A stop that when hit is a signal to close the current position and open an opposite position. A trader holding a long position would sell that position and then go short on the same security.

Straddle – An options strategy where the purchase or sale of an equal number of puts and calls is made. The strike price and expiration date is the same for all.

Strangle – An options strategy, which is a combination, involving a put and a call with different strike prices with the same expiration.

Strike Price – The predetermined price for exercising an option.

Storage - The charge or recompense associated with a rollover.

SuperMontage – The NASDAQ stock market's trading system to aggregate quotes and orders, providing access to more possible trades. Launched in 2002, SuperMontage is a fully integrated order display and execution system, capable of handling an expanded universe of orders. Key features include pre-trade anonymity, the ability to aggregate interest five price levels deep on each side of the market, internalization of orders still available, time stamps of individual orders to preserve position and priority, elimination of locked and crossed markets and a high level of confidence of best execution for users.

Support – The lowest price in a trading range. A price level at which declining prices stop falling and move sideways or upward. It is a price level where there is sufficient demands to stop the price from falling.

Surprise (Earnings Surprise) – A company earnings report that differs (either positively or negatively) from what analysts were expecting (consensus forecast). This often causes movement in the stock's price. See also Consensus Rating.

Special symbols are used for negative actual or expected earnings as follows:

· N: Negative actual earnings with positive surprise 

· N-: Negative actual earnings with negative surprise 

· -+: Negative consensus earnings with positive actual earnings 

· -0: Negative consensus earnings with zero actual earnings 

· -VL: Very large negative percent surprise 

· +VL: Very large positive percent surprise 

· NA: Not available (data necessary for calculation are not available) 

Symbol – The letters that represent a company’s name, such as “AMR” for American Airlines.

Syndicate Bid – A syndicate bid can be entered in the NASDAQ system to stabilize the price of a NASDAQ security prior to the effective date of a registered secondary offering. This activity is permissible under SEC Rule 10b-7.

Synthetic Stock – Using options, it is equivalent to the stock. A long call and a short put is a synthetic long stock. A long put and a short call is a synthetic short stock.

T
Tax-Deferred Investments – Investing in a tax-deferred vehicle means your money will compound for years unfettered by taxes, allowing it to earn interest at a faster rate. While very few investments avoid taxes altogether, many allow investors to defer paying them until retirement, when you may be in a lower tax bracket.

Technical Analysis – Analysis of market price action. Technical analysis studies historical price changes with the aim to forecast future price movements. By studying price charts and a host of supporting technical indicators, we in effect let the market tell us which way it is most likely to trend. The purpose of charting the price action of a market is to identify trends in the early stages of their development and then trade in the direction of those trends. One of the two types of analysis used to analyze the currency market. See also Fundamental Analysis.

Teenie – One-sixteenth of a point.

Theta – A measurement of how much an option’s price decays for every one day that passes.

Ticket Charge – The charge for executing a specific trade. Includes number of shares, fees, taxes, etc.

Time Decay – A term used to describe how the theoretical value of an option "erodes" or reduces with the passage of time. Time decay is specifically quantified by theta.

Time spread – An options strategy that generally involves the purchase of a farther-term option (call or put) and the selling of an equal number of nearer-term options of the same type and strike price. For example, buying 1 XYZ May 60 call (far-term portion of the spread) and selling 1 XYZ March 60 call (near-term portion of the spread). Also known as calendar spread or horizontal spread.

Time Value – The part of an option's total price that exceeds its intrinsic value. The price of an out-of-the-money option consists entirely of time value.

Today's High – The intra-day high trading price.

Today's Intraday Portfolio Value (IPV) – Updated throughout the day, the IPV data is distributed by the exchange. The IPV shows the current value of any floor trader’s portfolio at any given point during the day.

Today's Low – The intra-day low trading price.

Total Shares Outstanding (TSO) – For NASDAQ-listed securities, the number of issued and outstanding shares for the specified security as used by NASDAQ in the calculation of NASDAQ index values. The number of total shares outstanding used by NASDAQ for index calculation reflects the value most recently reported for the security by the issuing corporation, via required SEC filings or other communication with NASDAQ, as adjusted for any corporate actions such as stock dividends. However, use and display of a newly reported value may be briefly delayed pending review for accuracy and/or the facilitation of the management of the indices. Also, values for certain non-U.S. securities may not include all shares globally issued and outstanding.

Trader – (1) Any investor who makes frequent purchases and sales.(2) a member of an exchange who conducts his or her buying and on the trading floor of the exchange.

Trade Date – With respect to any contract, the date on which the contract is entered into, except in the case of any contract entered into after the daily cut-off following, but before the next relevant business day, in which case the trade date shall be the next following business day.

Trading Halt – The temporary suspension of trading in a NASDAQ security, usually for 30 minutes, while material news from the issuer is being disseminated over the news wires. A trading halt gives all investors equal opportunity to evaluate news and make buy, sell or hold decisions on that basis. A trading halt may also be imposed for purely regulatory reasons, either by the NASDAQ stock market or the SEC.

Trading Policies and Procedures – The broker trading policies and procedures, as may, from time to time, be revised, updated or amended by the broker in its sole discretion.

Treasury Bond 30 Year (TYX) – is based on 10 times the yield-to-maturity on the most recently auctioned 30-year Treasury bond.

Trend – The general direction of price variations in a stock or market.

Trending Market – A market where the price moves in a single direction and it usually closes on an extreme for the day.

Trend line – Constructed by connecting a series of descending peaks or ascending troughs. The more times a trend line has been touched increases the significance of a break in the trend line. It can act as either support or resistance.

Triangular Moving Average – A moving average in which each day’s data are multiplied by a weight that increases in value at steady increments to a peak value and then declines to zero at equivalent increments.

Two Sided Market – The obligation imposed by the NASD that NASDAQ market makers make both firm bids and firm asks in each security in which they make a market.

U
Unallocated Gain – Fund distributions that are not categorized as short, medium or long term.

Uncovered Option – This is sometimes referred to as a naked option. It is when a trader writes (sells) an option without owning the underlying security. It is a position with large risk.

Underlying Security – The security subject to being purchased or sold upon exercise of the option contract.

Underwriter – The investment banking firm that brought the company public.

Unrealized Gain/Loss – The theoretical gain or loss on open positions valued at current market rates, as determined by the broker in its sole discretion. Unrealized gains/losses become profits/losses when position is closed.

Up – The upward movement in the price of a stock, bond, commodity or market.

Up on Unusual Volume – Refers to an increase in a security's stock price for securities exhibiting unusual volume.

Used Margin – The amount in the client’s account required to support all the current positions.

V
Value Date – With respect to any contract, the applicable settlement date specified in the confirmation that relates to the particular contract. A value date must fall on a business day in the countries of the traded currencies.

Vega – A measurement of how much an option’s price changes for a 1 percent change in volatility.

Vertical Spread – An options strategy, which is also a spread, where the options have different strike prices but the same expiration dates.

Volatility – The degree of price fluctuation for a given asset, rate or index; usually expressed as a variance or standard deviation. A measure of price variability in an investment or market. Investments or markets with greater volatility show more pronounced price swings than less volatile ones.

Volume –The number of shares traded in a day.

W
Warrant – A certificate issued by a company giving the holder the right to purchase securities at a stipulated price within specific time limits or perpetually. A warrant is sometimes offered by a company as an inducement to buy an offering of common stock or other securities.

WEBS - World Equity Benchmark Shares – WEBS index shares represent a new approach to international investing, offering passive index management and facilitating targeted portfolio exposure. There's a WEBS index series for each of 17 countries. Each WEBS index series seeks to track the performance of a specific MSCI Index. Many of these indices have been used by investment professionals for more than 25 years. WEBS are listed on the American Stock Exchange and trade like any other stock.

Whisper Number – The “secret” number a brokerage firm expects to be actually posted in a company’s quarterly earnings report, as opposed to the “street” number, the earnings the general public believes will be in that report.

Williams’ %R – Overbought and oversold indicator that is used to determine market entry and exit points.

Write – To write an option is to sell an option. The person who sells the option is considered to be the writer.

Writer – The person who sells an option.

Yield – In general, a return on an investor's capital investment. For bonds, the coupon rate of interest divided by the purchase price, called current yield. Also, the rate of return on a bond, taking into account the total of annual interest payments, the purchase price, the redemption value, and the amount of time remaining until maturity

FOREX MARKET FUNDAMENTALS
Can I trade the foreign exchange 24 hours a day?
The FOREX market is actively trading continuously from Sunday evening through Friday afternoon. Whereas liquidity in the U.S. futures markets drops off significantly each evening, the FOREX market has thousands of market makers and traders at all times. Additionally, unlike the stock market, where you may not be able to place your order while the equity markets are open, the FOREX market allows you to place a trade 24 hours a day, 6 days a week! 

What are typical FOREX margin requirements?
The FOREX allows spot currency positions to be leveraged at various amounts depending on your broker. 50:1 or 200:1 are common, providing the opportunity for tremendous returns. Essentially, this means that a 2% or $2,000 margin deposit allows you to control a $100,000 currency exchange trading capacity. A 1% margin deposit allows you to control $100,000 or a one-lot position in the FOREX market. (Trades are executed in standard units of $100,000 of the base currency which are commonly referred to as lots.) Futures traders, who are accustomed to margin requirements generally equal to 5% - 8% of the contract value, will immediately recognize that the FOREX market provides much greater leverage than the futures markets. But be careful – leverage can be a double-edged sword and without proper risk management, the market may move against you and result in the loss of your trading capital. 

Is there a trading commission charged in the spot FOREX market?
Most brokers in the FOREX do not charge a commission. The difference between the bid and ask (what you can buy and sell for) is called the spread which is where the brokers make their money. Not all brokers are commission free in the FOREX, some charge transactions fees or ticket charges, but most do not charge to trade the FOREX. Read their disclosures to be sure.

How much money do I need to open a FOREX account?
The minimum initial deposit varies depending on the type of account. Deposits range from broker to broker, $300 minimum for a mini-FOREX account to $2,000 for a standard FOREX account 
What determines the value of a currency pair? 
The value of a currency pair is calculated on the base currency. For example, suppose the EUR/USD has a value of 1.2000. This means that 1 Euro = 1.2000 US Dollars 
What are traders referring to when they talk about a “channel” on the charts? 
Also referred to as the narrow price range, a channel is the high and low price range between support and resistance levels that a currency pair has traded in for a specific period. If a breakout occurs above a channel, it is considered a bullish movement; if a breakout occurs below a channel, it is considered a bearish movement 
Is the foreign exchange market a physical exchange like the stock market?
Instead of trading on a physical exchange, the foreign exchange (FOREX) is traded via telephone or through the Internet. This electronic structure has contributed to making the FOREX the largest marketplace in the world. With over $2.5 trillion dollars traded per day versus $25 billion per day traded on the NYSE, the foreign exchange market offers many trading opportunities due to the low cost of executing the transactions and the speed at which the execution occurs 
Where can I find the FOREX weekly calendar?
www.dailyfx.com 
Is it true that the FOREX market wasn’t always available to individual investors?
That’s correct. The FOREX has only been open to the individual investor since 1998.  
What foreign currencies pairs can I analyze?
You’ll be able to evaluate the trends of 17 currency pairs which include the 7 major pairs: 

1. USD/JPY 

2. USD/CHF 

3. USD/CAD 

4. EUR/USD 

5. GBP/USD 

6. AUD/USD 

7. NZD/USD 

 What is a Limit Order?
Limit Orders are orders that are executed only if the price you’ve specified is reached (your limit). This could result in a more advantageous price for you than the current market price (that is, a lower price if you’re buying, higher if you’re selling) should the market move in your favor before your limit order is processed – but it won’t get worse because you’ve set your limit; however, with this limitation, your order may not be filled.
