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A practical checklist to effectively manage leverage in forex trading, ensuring awareness of risks and
proper execution.

Checklist Items:

1. Understand Leverage Basics
Learn the concept of leverage as a broker-provided multiple that allows control over larger positions
than your capital allows, typically expressed as a ratio.
Reference Section: What Is Leverage in Forex Trading?

2. Determine Your Leverage Ratio
Choose the appropriate leverage ratio for your trading strategy, weighing the benefits of amplified
gains against the risks of increased losses.
Reference Section: How to Choose the Right Leverage for Your Strategy

3. Calculate Required Margin
Before placing a trade, calculate the required margin using the formula: Required margin = Notional
Value / Leverage Ratio.
Reference Section: How Does Leverage Work?

4. Check Free Margin
Ensure your free margin (Equity - Used margin) remains positive before opening new positions to
avoid margin calls.
Reference Section: How Does Leverage Work?

5. Place the Trade
Execute the trade at the market or set a limit order for the chosen lot size while keeping the required
margin reserved by your broker.
Reference Section: How to Choose the Right Leverage for Your Strategy

6. Monitor Market Movements
Keep an eye on the market; if a position moves against you, be prepared to adjust or close it to
manage risk effectively.
Reference Section: Broker risk controls and margin calls

7. Evaluate P&L Impact
Assess how price movements affect the profit and loss (P&L) based on your leveraged position and
how it impacts your equity.
Reference Section: Mechanics of profit and loss amplification

8. Stay Informed on Broker Requirements
Be aware of your broker's margin call thresholds and stop-out levels to ensure proper management of
your account.
Reference Section: Broker risk controls and margin calls
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