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Exploring the World of Forex and Currency Markets
Short Answer Key

1. A currency pair in Forex consists of two currencies, a base
currency, and a quote currency. It represents the value of the
base currency in terms of the quote currency. For example, in
EUR/USD, the euro is the base currency, and the U.S. dollar is the
quote currency.

2. Governments and central banks participate in the Forex market
to stabilize their countries' currencies and implement monetary
policies. They may intervene to influence exchange rates,
ensuring economic stability.

3. Individual traders can participate in Forex trading through online
trading platforms provided by brokers. They speculate on the
price movements of currency pairs, aiming to profit from buying
low and selling high.

4. Leverage in Forex trading can amplify both profits and losses. The
potential benefits include the ability to control a larger position
with a smaller amount of capital, potentially increasing profits.
However, the risks are substantial, as losses can also be
magnified, leading to significant financial losses. It's important to
use leverage cautiously and understand the associated risks.

5. One financial market related to currency markets is the
cryptocurrency market, where digital currencies like Bitcoin are

traded.
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