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PREFACE

I’ve been investing since 2009, and although this is my eighth 
year in investing, I am embarrassed to say that I still blow up my 
account. During the first two-and-a-half years of my investment 
career, I made a lot of mistakes and I have continued to blow up 
my account again and again. However, every blow has become 
the main subject of my continuous research and review.

I remember my first contact with foreign exchange when I was 
preparing to enter the university. I was still a student and had on-
line access to foreign investments, so I began dabbling in invest-
ment account and fortunately, I managed to earn some pocket 
money. It was exhilarating, knowing I could make money even 
while I was still studying. And the best thing was that it wasn’t 
difficult to make money because whether the market went up or 
down, as long as I followed the right direction, the success rate 
was quite high (it’s like gambling – you either make big or small 
bucks).

Since it was a simple and easy way to make money, I did not 
hesitate to use some of my savings to apply for a real investment 
account, hoping I could make a lot of money by just staying at 
home and tapping on my computer keyboard. However, when 
I really entered the market, I realised that foreign exchange 
investment was not as simple as I thought. Due to the lack of 
knowledge and understanding of the market, I quickly got a taste 
of what it was like to blow up an account.

After the first blow, I was thinking about how to solve the 
problem of my lack of knowledge, so I started searching online 
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for information. After about two months of searching, I found a 
set of “automated trading system” ($500) that sold the best of 
the best. The automated trading system, as the name implies, 
automatically helped me buy and sell according to the pro-
gramme written, without me having to work on the orders or 
worry about how to trade.

At first, the automated trading system worked well and I made 
some money, but it didn’t work well enough, and nine months 
later I experienced another account blow-up. That experience 
taught me that investing required technology, because I didn’t 
know how the money was made or lost through trading via the 
automated trading system.

After the second failure, I gave up foreign exchange trading until 
I returned to the foreign exchange market at the invitation of 
a friend and began to develop simple systems and methods. 
Through continuous practice and testing, I found a set of 
methods and the trading technology became increasingly 
mature. In addition, I could understand current events and 
data in finance and economy with the knowledge I obtained in 
university, and could analyse the trend of the entire international 
market.

It wasn’t long before my investments paid off after my hard 
work. I reduced my losses on foreign exchange investments and 
even started making money, and my confidence was restored. 
However, the small achievements on the investment caused me 
to become conceited, so I suffered another failure!
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When I profited from my investment, I thought that profits from 
the long position were slow, while profits from the short position 
were faster. Anyway, the two operations were the same; I just 
needed to increase my lot size, and my earnings would go up. 
Indeed, in the first month, my return on investment more than 
doubled, but I lost all in the second month!

In fact, foreign exchange investment is like the tale of the hare 
and the tortoise. A fast hare may not reach the end while a 
slow turtle who perseveres will succeed in the end. Many 
people want to get rich overnight on foreign exchange invest-
ments and earn more than 100 percent in a month, but how 
long can that last? Can you take that risk?

I hope this book will help you grasp the mechanics of foreign 
exchange investment and how it works. In my investment phi-
losophy, foreign exchange investment is only 10 percent capital 
management, 20 percent analysis and 70 percent mentality! If 
you want to get a share of this huge market, please negotiate 
with your mind before entering this tough business. Finally, you 
need to draw up your goal and take your time to achieve it. Do 
not act hastily so as to avoid failure that will cause you eternal 
heartache! [Read chapter 3 carefully.]

Kingsley Tan
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THIS BOOK IS DIFFERENT

In the early days, when I was still young and had a strong interest 
in investing, I would often go to the book store or go online to 
find books related to investing. But in the market, books labelled 
“Internet investment” or “foreign exchange investment” usually 
yield only two conclusions: firstly, almost all history and secondly, 
almost all theory!

At that time, I had no idea about investment. After reading 
those books, I was still confused. I thought then: “Is there not 
a book in this market that gives the concepts and knowledge of 
investment trading in a simple way so that I can start investment 
trading according to the methods offered after getting the basic 
knowledge?”

There is no doubt that some of the past investment history and 
theory can greatly help in investment! But for starters, readers 
often can’t master it quickly enough to start investing. Unless 
you have put a lot of effort into studying the market, no martial 
arts master can help you!

Six years after trading in forex, I decided to write and publish 
my own book to help newcomers who have no basic knowledge 
of foreign exchange investing (the book was first published in 
2015). If you think that reading this book will help you to master 
the skills to rule the foreign exchange world, then you can put it 
down because I will disappoint you!

If you wish to get a more in-depth knowledge of foreign invest-
ment, read my second book, Currency Era: 300 Points Of Profit 
Per Day (Chinese version only).
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This book, Currency Era: Fundamentals of Currency Trading, is 
divided into the following five parts:

(1) Chapter 1 is mainly about basic foreign exchange knowledge. 
I try to analyse basic foreign exchange knowledge in a simple but 
profound way by delving into questions such as: What is foreign 
exchange market? What are the characteristics of a currency 
pair? How do I calculate the price? How do I install trading plat-
form? And so on...

(2) Chapter 2 is about foreign exchange fundamentals. The ques-
tion of how to interpret and obtain national economic data has 
always been a matter of great fear and chagrin to the novice. In 
chapter 2, I use a very lean model to give readers a sense of how 
the economic structure affects the exchange rate of the country, 
coupled with an effective way of gaining access to financial infor-
mation so that people are no longer afraid of being bombarded 
with news.

(3) In Chapter 3, “foreign exchange technology”, I will introduce 
to the readers the use of a complete trading system, i.e. the “in-
traday trading system” (SIT). This system not only removes com-
plex technical theories, but is also very easy to interpret and use. 
Novices can avoid the common problems of “buy low, sell high” 
and “don’t know where to start.”

(4) Chapter 4 explores the three common problems that inves-
tors face, so that you can adjust your “investment mentality” 
before entering this business. As long as you understand your 
mentality and use it advantageously in your investment plan, I 
believe you will be able to negotiate with the devil, win the evil 
spirit and gain stable profit!
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(5) Last Chapter is a very interesting one. It mainly expresses 
that knowledge, technology and mentality are indispensable in 
the process of foreign exchange investment because only the 
three above elements can really play out 1+1+1>3 performance!
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FROM ORDINARY 
TO EXTRAORDINARY

Looking back at the early days when I started investing, I naively 
thought that the foreign exchange market was a good place to 
get rich overnight, only to discover that one could lose more 
and faster than gambling in a casino! Aye... Don’t get me wrong! 
This book is not to compare the foreign exchange market with 
the casino, but to equip you with some fundamental knowledge 
before you step into the foreign exchange market business; it is 
also to give a realistic portrayal of how merciless this business 
can be.

I believe we all dream about making easy money without having 
to work and travel around the world. But do you know how much 
you have to pay before you become a master of investment? In-
vestment is definitely risky, and there is absolutely no unearned 
good luck! When people tell you that they have a safe invest-
ment, there can be only two suppositions: 1) They are fools! or 
2) They think you are a great fool!

Actually, the cost of becoming a full-time investment guru is very 
high (besides the tuition fees, you have to invest a lot of work 
and time). If someone dabbles in the foreign exchange invest-
ment for one or two months and tells you to quit your job to 
make a living by trading full-time, I can only say that the person 
does not know how much it costs to become a full-time trader!

It will take at least a few years to learn the technology and the 
investment climate of the market. In addition, you also have 
to experience a lot of loss experience (disguised tuition fees) 
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before you will have the opportunity to become a steady profit 
trader because learning to control losses is the first step to learning 
to make profits!

#The truth of the matter is that the pain, suffering and scars of 
an experienced trader can be long and deep. Aspiring marketing 
professionals who don’t have the fortitude or lack determina-
tion, passion and willingness to give up everything won’t last 
long. A person who really wants to succeed must be willing to 
pay with his blood, money and life. #
[Oliver Velez & Greg Capra]

What you just read is the truth! If you want to find a way to get 
rich overnight after reading this book, you’ll probably put this 
book back in its place after reading the next chapter because I 
can’t meet your expectations. But if you’re a novice looking for a 
way to consistently make money, read on.

While the process of mastering the steady and profitable invest-
ment techniques can be difficult and painful, it can give you the 
goals you’ve been pursuing all your life – financial and time free-
dom! With just the computer and the internet, you can trade 
and make money anywhere in the world. In addition, with a few 
clicks, you can make profits by investing through the system, 
with absolute financial and time freedom!

To achieve these goals, you will face many challenges, and the 
effort and time required are huge. But dear readers, no matter 
how difficult the challenges are, as long as you believe and per-
sist, you will succeed in the foreign exchange market in the end! 
Are you ready?
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If you have made up your mind to embark on this investment 
career journey, please sign your name below to indicate your 
commitment.

Signature :_______________________
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WHAT IS THE FOREIGN EXCHANGE 
MARKET?

At the beginning of this chapter, I’d like to thank www.babypips.
com for providing the following foreign exchange information to 
make it easier for readers to understand what foreign exchange 
is. The foreign exchange market is a market in which one country 
exchanges (transacts) currencies with other countries, referred 
to as “Forex” or “FX”. Foreign exchange trading has a long histo-
ry, according to online accounts, but it actually started booming 
three or four decades ago, far shorter than stocks or other finan-
cial markets that have been around for hundreds of years.

However, since the 1970s, the volatility of various currencies has 
increased significantly and today the foreign exchange market 
is the largest financial trading market in the world, with daily 
trading volume of more than USD5 trillion. If you look at the 
USD7.4 billion daily turnover on the New York Stock Exchange, 
the world’s largest stock exchange, the foreign exchange market 
is more than 70 times larger than the New York Stock Exchange.

Foreign exchange market is different from other financial mar-
kets you are familiar with. There is no fixed exchange centre for 
foreign exchange trading (currency trading). All transactions can 
be conducted online. It is not an exaggeration to say that it is a 
ubiquitous market. Furthermore, since it is a centralised curren-
cy exchange market in all countries in the world, markets with 
different time zones will be opened/closed, naturally forming a 
24-hour, all-weather exchange market.
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Given the nature of globalisation, the greatest feature of foreign 
exchange investment is that it is possible to trade at any time 
and place during the normal working day. But to the extent of 
the risk, it also means that individuals’ foreign exchange holdings 
can be exposed to currency movements anytime and anywhere.

WHAT DOES FOREIGN EXCHANGE 
TRADE IN?

The answer is simple: money. The concept is the same as that of 
stock trading. When you trade in the currency of a country, you 
no doubt hope that that country will operate profitably. Simply 
put, stock trading is about investing (gambling) on the rise and 
fall of a company, whilst foreign exchange trading is about in-
vesting (gambling) on the rise and fall of a country.

Money is traded in pairs. In each transaction, as long as one 
currency is bought, another currency will be sold. For example, 
when you travel to Europe, you need to change your ringgit into 
euros. In fact, you are selling your ringgit while buying euros at 
the exchange rate.

Foreign exchange trading is the practice of buying one curren-
cy and selling another, and trading is always done in pairs, such 
as euro/dollar (EUR/USD) and dollar/yen (USD/JPY). However, 
to gain profits from trading in the foreign exchange market, the 
basic condition is to understand the operation rules of the mar-
ket, understand its own positioning, and then try to find a stable 
profit model between the market rules and its own positioning.
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You know, if you don’t do these two things well, investing in 
foreign exchange is like gambling. However, the success of in-
vesting in foreign exchange depends on money management 
and mentality, not luck.

Here’s what novices should know about “currency pairs”:
Currency trait
Types of currency pairs

CURRENCY TRAIT

There are about 200 currencies in the world, but there are only 
a dozen that are truly liquid, with the seven largest currencies 
among them. Therefore, in the foreign exchange market, inves-
tors generally agree that the best trading opportunities exist in 
the most frequently traded “major currencies” (i.e. the most 
liquid).

Currently, major currencies account for more than 85 per cent 
of the total daily trading volume, with major currencies includ-
ing the US dollar (USD), Japanese yen (JPY), euro (EUR), British 
pound (GBP), Swiss franc (CHF), Canadian dollar (CAD) and Aus-
tralian dollar (AUD). In addition, the New Zealand dollar (NZD), 
South African rand (ZAR), Mexican Peso (MXN), and Chinese 
yuan (CNY) are all small but quietly traded currencies, mainly in 
the form of trade between the country’s economic system and 
the outside world.

Before learning how to conduct currency trading, the most 
important thing is to understand the characteristics of each 
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currency, which helps us better understand the price trend of 
the currency when we make transactions.

USD

EUR

GBP

CHF

AUD

CAD

NZD

JPY
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THE US DOLLAR (USD)
The US dollar is the world’s largest currency (hard currency), the 
main monetary reserve unit of central banks; the US political and 
economic status also determines the status of the US dollar. At 
the same time, the US also serves its own interests by manipu-
lating the value of the dollar, sometimes at the expense of other 
countries. Any US decision or statement will have a huge impact 
on currency markets, so it is important to understand how the 
US perceives its own dollar exchange rate if you want to master/
know the exchange rate trend. 

An example is the 1985 Plaza Accord, which came about after 
the US faced a record large trade deficit caused by an over-
valued dollar, and Japanese investors held large amounts of 
dollar assets. As a result, the US put pressure on other coun-
tries to reach an agreement with Germany, France and Britain 
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in September 1985 to jointly intervene in the market. Countries 
sold the US dollar, causing it to fall in an orderly way, so as to 
solve the US’s huge trade deficit. Eventually the dollar continued 
to fall sharply, and lost 50 per cent of its value less than three 
years later. Japanese investors who held dollar assets suffered 
heavy losses, a sharp rise in the yen exchange rate ultimately 
pushed the Japanese economy into recession for more than a 
decade. Japan’s challenge to the US global economic supremacy 
was a total failure.

More recently, the dollar/yen exchange rate fell sharply from 
110.66 yen in August 2008 to a record low of 75.7 yen in May 
2012. Japan suffered from massive deflation, an aging population 
and falling exports, which led the government to intervene 
repeatedly in the currency markets between 2012 and 2013 to 
achieve 2 per cent inflation and economic growth. The key to this 
problem is that the US entered the financial system through the 
implementation of Quantitative Easing (QE), injecting sufficient 
funds to achieve the effect of economic recovery. Another 
reason is that a weaker dollar would help recover America’s 
trade deficit. As a result, the market was confident that the US 
dollar would turn bearish, and this was proven true when the 
US dollar went into a two-year bearish market against the yen 
in 2009-2010.

THE CHARACTERISTICS OF THE US DOLLAR:
1. The US dollar is the foreign exchange reserve of the 

world’s major countries. The dollar remains one of the 
most important reserve currencies, although the recent US 
financial crisis, fiscal crisis and currency manipulation have 
made its reserves unfashionable.
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2. In addition to international trade and oil, many of the 
world’s currencies are pegged to the US dollar. Pegging to 
the dollar means keeping the dollar as a reserve currency, 
and a government agrees to buy or sell any amount of its 
currency at a pegged exchange rate. Decoupling from the 
dollar, such as diversifying reserves or increasing exchange 
rate flexibility, would mean less demand for the currency. In 
terms of supply and demand in the long run, that could lead 
to a decline in the dollar.

3. The majority of foreign exchange market transactions are 
mainly in US dollar. The most frequently traded currency 
pairs in the foreign exchange market are euro to dollar (EUR/
USD), pound to dollar (GBP/USD), dollar to yen (USD/ JPY), 
dollar to franc (USD/CHF), and even gold to dollar (XAU/
USD). In fact, more than 80 per cent of transactions in the 
foreign exchange market are linked to the US dollar, so we 
can say that every move in the US dollar affects the entire 
market.
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THE EURO DOLLAR (EUR)
The euro dollar is a common currency issued by the European 
central bank and used by eurozone members. Although the 
European Union has 28 member states (the UK has been facing 
a challenging post-BREXIT time since 2016), 19 of them use the 
euro as a common or traded currency. These 19 countries are 
called “eurozone”.

As mentioned above, the US dollar is the most widely used 
currency in the world. However, if the weight of the US dollar 
index is calculated, the euro makes up 57.6 per cent of the US 
dollar index. Therefore, the euro is basically referred to as the 
rival currency of the dollar, and foreign exchange investors can 
generally use the euro to judge the US dollar’s movements.

Governments and central banks intervene in ways that suit 
their monetary interests and intentions. As for the US, due 



24 25

Currency Era: 
Fundamentals of Currency Trading

to its power and influence as well as its political structure, 
the government is able to intervene in the currency. It can be 
said that, basically, the long-term trend of the dollar can follow 
the US’s intention, while the political structure of the eurozone 
is relatively scattered, with many differences of interests and 
opinions.

As a result, the EU’s ability to influence the exchange rate of the 
euro has been greatly compromised and cannot be compared 
with that of the US. When the US and Europe compete on the 
exchange rate due to differences of interests, the US will un-
doubtedly have the upper hand. As mentioned above, during 
the rise of the euro in 2004, the verbal intervention of the EU 
could only affect the short-term trend of the euro. There was 
no actual intervention in the market because the European side 
understood that the effect would be unsatisfactory without co-
operation from the US.

THE CHARACTERISTICS OF THE EURO DOLLAR:
1. The euro/dollar is the most liquid currency pair, and its 

volatility is seen as an indicator of the overall health of the 
European economy and the US economy.

2. With the increasing influence of the euro in the world, the 
foreign exchange reserve of the euro is also growing to the 
extent that it is now the second global foreign exchange re-
serve.

3. The euro carries unique risks. It differs from other single na-
tional currencies in that it is a union of 19 members. There-
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fore, the movement of the euro will not only be affected by 
the political or economic impact of any of the 19 countries, 
but it also has to bear the potential risks of the policies im-
plemented by any of the 19 countries. This undoubtedly 
greatly increases the stability of the euro, especially in times 
of crisis.


