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CROSS RATES

This is the currency exchange rates between two countries both of 

which do not include the U.S Dollar.

Any Exchange that isn't quoted against the U.S Dollar is a Cross Rate.
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LEVERAGE
This allows a trader to take a position that is far more expensive than 

the traders available margin/ account balance.

This means with a balance of $10 you can take a position worth up to 

$1000.

$1

$100



MARGIN
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Margin is the amount of money you 
have in your account. Could be your 
balance but not necessarily.

USED 
MARGIN

FREE 
MARGIN
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FREE IS THE AMOUNT OF MONEY AVAILABLE FOR 
YOU TO OPEN ANY POSITIONS. IT MIGHT BE YOUR 
BALANCE. THIS IS THE QUOTA OF YOUR TOTAL 
ACCOUNT BALANCE THAT'S FREE EVEN WHILE 
YOU HAVE OPEN TRADES

FREE MARGIN
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USED MARGIN IS THE PORTION OF 
YOUR TOTAL MARGIN/BALANCE 
THAT HAS BEEN USED TO KEEP A 
POSITION OPEN ON YOU RACCOUNT.

USED MARGIN
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A BROKER COULD GIVE YOU A 1% MARGIN 
REQUIREMENT. WHAT DOES THAT EVEN MEAN?

This means that you must have at least 

1% of the actual value of a position 

before you can take that position or your 

total margin must not go below 1% at 

any time while you still have open 

positions

EXAMPLE

BALANCE + LEVERAGE = $900 B.P BALANCE = $9I.E

Let's assume you want to buy a unit of a currency worth $1000 with a 1% 

Margin Requirement. Let's see if your BROKER will allow that with $9.

1% * $1000 = $10 THIS TRANSACTION WILL 

FAIL BECAUSE YOU NEED AT 

LEAST $10 TO BE ABLE TO 

TAKE THE POSITION

If your open positions reduce your free Margin below 1% 

a MARGIN CALL will be triggered



HOW CAN YOU BUY AN INSTRUMENT WORTH 
$1000 WITH A $10 BALANCE?
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YOU NEED TO MULTIPLY YOUR BALANCE BY 100

BUT HOW IS THIS EVEN POSSIBLE ?

YOU NEED YOUR BROKER TO OFFER YOU A LEVERAGE 
1:100

THIS MEANS THAT FOR EVERY $1 IN YOUR ACCOUNT YOUR 
BROKER GIVES YOU AN ADDITIONAL $100 BUYING POWER

INCREASED LEVERAGE MAXIMISES YOUR PROFIT POTENTIAL 
AND ALSO PUTS YOU AT RISK OF LOOSING MORE
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MARGIN CALL

A MARGIN CALL is triggered when your free Margin goes below the 
brokers MARGIN REQUIREMENT. This puts you in a position to 
decide between closing your open positions or adding more money to 
your account. Ideally, the broker automatically closes the trade for you.

You can only have a MARGIN CALL if you have any open positions


