
The advent of sophisticated technology and the widespread presence
of social media in our daily lives have made it more challenging for
even seasoned investors and frequent traders to identify forex scams
.Many coveted asset classes, including stocks, forex, CFDs, and
cryptocurrency, are the targets of scammers. Because of its
enormous scale and the extraordinary quantity of money that is
moved, the FX market is a desirable target. Scams involving forex
trading can seriously impair a victim's finances and mental well-
being, and there is sometimes nothing that can be done after the
scam has taken place. The best defense is early discovery. In this
article, we are going to answer the question "How to spot a forex
scammer?"

Forex Exchange

Forex exchange is a financial market. As a result, buying and selling
multiple currency pairings is a legal activity in forex trading. Due to
the decentralized nature of the Forex market, investors are unable to
purchase or sell their preferred currencies in a single, centralized
place. Decentralization also means that several regulators and
authorities across different regions oversee and manage the market
instead of a single organization or body. Money is the commodity
exchanged between traders in Forex trading. For this reason, pairs of
currencies are traded. You sell one currency at the same time as you
purchase another, and vice versa. For example, going long on

https://www.pipsafe.com
https://www.pipsafe.com


EURUSD means buying the euro and selling the US dollar
simultaneously in the hopes that the euro will appreciate in value
against the US dollar. Although forex has long been a viable
investment option, the retail trading community has only recently had
significant access to it, perhaps a decade or so. Leverage is a major
draw for CFD traders. In other words, traders can control a
significantly greater position in the market with just a small margin
deposit with the broker. This essentially means that gains from
profitable transactions are multiplied. But this is also where leverage
presents a risk because it increases losses on losing transactions. In
summary, trading forex is a high-risk, high-reward endeavor.

What are Forex Trading Scams?

Scams involving forex trading can take many different shapes, but
they all have the same fundamental objective: to embezzle funds from
gullible forex traders. Forex scams can include a plethora of
unethical and (mostly) illegal ways to defraud traders and investors,
such as selling products that don't live up to expectations, posing as
well-known traders or investors to obtain personal information,
creating phony websites that look like well-known brokers to steal
deposits, and much more. But the main question remains the most
important one here, "how to spot a forex scammer?"
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Signs You Might Be Dealing with a Forex
Scam

Fraudsters who engage in forex trading may pose as companies,
instructors offering courses, money managers, software developers,
event planners, or educators. There are a few telltale indicators that
you may be dealing with a scam despite the huge range of forex scam
kinds. The following are warning indicators to watch out for when
spotting forex scammers:

Requests for financial assistance

Frequently, con artists will request that you transfer them money, or
in certain situations, digital currencies like Bitcoin. A fictitious sense
of urgency generated by high-pressure sales techniques frequently
drives these requests. When it comes to deposits, reputable, strictly
regulated brokers will never push you until you're ready to make one.

Unbalanced claims

Scammers will make false promises to you. They will minimize any
risk involved in trading and assert that they can ensure both
significant returns and trading success. This could be the clearest
sign that you are working with a scammer: Reputable brokers never
promise profits and never make imbalanced claims.
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Types of Common Forex Scams

Identifying forex scams early on and avoiding them is the best
defense against them. You'll stand a higher chance of avoiding forex
scams entirely if you can identify the telltale symptoms of the most
prevalent ones. The most typical forms of forex scams are listed
below; be on the lookout for these:

Unregulated (or lightly regulated) forex brokers

These "brokers" are typically subject to offshore regulation in dubious
jurisdictions where all that's needed is a company license and a small
charge. Your company is always likely to engage in dubious (or
downright fraudulent) activities if it is not legitimately regulated.
Unregulated firms are exempt from reporting to regulatory bodies,
and if you fall victim to a scam, you may find yourself with no way to
get your money back. Dealing with an unregulated (or loosely
regulated) forex broker is something experts would never advise.
Brokers will occasionally just make up information about their
headquarters, registration address, or license number. As an
illustration, the FCA recently declared that Unicorn FX was
conducting business in the UK without the required authorization.

Scam signal providers

Scam trading signals are typically found in online forums, where they
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present inflated promises about your prospective earnings in an
attempt to trick you into paying a subscription fee (usually charged
on a daily, weekly, or monthly basis) to receive the signals. However,
not all signal providers are frauds.

Scam fund managers

Churning is the practice of scam fund managers, financial advisors,
or commodities trading advisors (CTAs) making a lot of little trades
or a few big ones just to increase their commissions. Churning might
cause you to suffer significant losses while pocketing a sizable
commission for your money manager.

Clone firms

Sometimes scammers will pose as legitimate companies or, in certain
situations, as real persons. Known as "clone firms," these
"companies" deceive victims into thinking they are doing business
with a respectable brand by using spoof emails, phony websites, and
phony phone calls. Reputable companies with licenses should have a
genuine physical headquarters address and be simple to get in touch
with.

Scam copy trading providers

Simply put, scam copy trading companies will produce an excessive
number of signals in an attempt to disrupt your account and take
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advantage of you for fees. A successful trading strategy should be
offered by legitimate social copy trading providers.

Binary options

Binary options are an "all-or-nothing" wager on the result of an event
(such as a timed change in an asset's price), and they are frequently
compared to gambling. According to a 2019 Australian Securities &
Investments Commission (ASIC) survey, 80% of traders in binary
options experienced financial loss. Since then, ASIC, a Tier-1
regulatory authority according to the ForexBrokers.com Trust Score
rating system, has outlawed binary options until 2031.

Forex Broker Scams

The unsettling aspect of Forex scams is that certain Forex brokers
are also capable of committing them. The following list includes a few
of the most well-known scams:

Price manipulation

scam brokers most frequently perpetrate this trick. Certain firms take
advantage of traders by manipulating their trading systems. Negative
slippage is a situation where entry and exit orders are filled at prices
that are not advantageous to the trade. An example of this would be a
buy order, which is completed at a considerably higher price, limiting
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the potential profits on the trade, if any. Another option is "stop
hunting," in which the company tries to remove the investor's stop
loss before continuing to stream the right pricing. In essence,
investors will generate loss transactions as a result of price
manipulation.

Unusually high leverage

In CFD trading, leverage is a fantastic concept. However, leverage is
never completely harmless. Profits from profitable transactions can
be substantial, but losses from losing trades can also increase.
Certain brokers entice investors with exceptionally high leverage
ratios of up to 2000:1, promising substantial gains; yet, the inherent
hazards of the market can wipe away the majority of a Forex trader's
margin with only one unsuccessful deal.

Fake bonuses and promotions

Brokers, even the reputable ones, frequently provide bonuses and
promotions. The companies that hold licenses and are subject to
regulation must make sure that their incentives and bonuses adhere
to legal requirements and do not "lock" in traders. On the other hand,
some unscrupulous brokers entice investors with deceptive
marketing and extremely difficult or impossible terms and conditions.
This implies that before having the opportunity to take their profits
out, their investors will nearly always lose their trading cash. It's
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probably not real if it sounds too wonderful to be true.

Personal Data Scams

You will have to provide certain private and confidential information,
and in some cases, payment information like credit card details, when
you sign up with a brokerage firm. Your data must be kept private
and never shared or sold to a third party. A reputable and licensed
firm must take the appropriate security precautions to guarantee
this. Scam brokers might not take the required safety measures, or
worse, they might sell your information to a third party. These third
parties can begin contacting you with offers you haven't accepted or
sending you unsolicited emails.  Innocent investors may suffer losses
as a result of identity theft and the selling of personal information.

Unsegregated Client Bank Accounts

Scam companies frequently use the same bank account to handle
both their operating funds and the monies of their clients. This
implies that they will be more inclined to look for ways to increase
operations using customer money when funds are running low on
their accounts. This is a very unethical business activity, and your
money will be linked to theirs and may even be pursued by their
creditors if the broker is unable to fulfill their financial
responsibilities.
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Avoiding Broker Scams

Compared to other scams, broker scams are more devious and
cunning. What should be a commercial partner could turn out to be
your deadliest opponent. Therefore, being able to recognize them and
steer clear of them entirely is essential. Finding a reliable company
starts with being regulated by respectable organizations like ASIC,
FSCA, FSA, FFAJ, and others. It is required of regulated companies to
keep customer funds in separate bank accounts from their working
capital accounts. To make sure they consistently provide clients with
transparent trading services, companies are also randomly inspected
by the platform. So, if you want to know how to spot a forex scammer,
the best answer is "Try a regulated company". Regulators also make
sure that brokers aren't employing questionable marketing strategies
or making baseless claims. Additionally, investors have some
recourse with a third-party organization whose primary duty is to
safeguard investors in the event of a dispute. In addition to
regulation, investors should examine internet evaluations from
reliable sources to learn about the experiences of actual traders.
Along with carefully examining complaints, a lot of review websites
also look at safety and security-related matters, like KYC guidelines
and website encryption requirements.

https://www.pipsafe.com
https://www.pipsafe.com


"Robot" Scamming in Today’s Market

In certain varieties of trading strategies established by forex, a
recurring fraud, both old and new, manifests itself. These con artists
claim that their technology can make profitable automatic
transactions even while you sleep. Because computers are used to
automate the operation, the term "robot" is now in use. In any case, a
large number of these systems have never been put through a formal
review process or independently tested. Testing the parameters and
optimization codes of a trading system is an essential part of
examining a forex robot. The system generates random buy and sell
signals if the optimization codes and parameters are faulty. This will
lead gullible traders to engage in nothing more than gambling.

Keep away from opportunities that seem too good to
be true

Simple money? Not at all! Anyone who claims it's simple to generate
money with a "20% gain per month" is not someone you should trust.
It's complete gibberish because trading Forex and CFDs (contract for
difference) demands a great deal of screening time, knowledge,
perseverance, and quick thinking to turn a profit. Easy money isn't to
be found here. But you could be able to earn extra money if you put
in the effort and learn how to trade.
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Conclusion

The best answer to the question "How to spot a forex scammer?" is
working with a regulated one. Always use a registered forex broker
that is well-established, has positive internet reviews, and is
completely upfront about its costs and compliance standards to make
sure you're not a victim of fraud. There will always be a temptation to
take advantage of quick and easy money, so instead of utilizing risky
quick-fix schemes, make sure you completely understand what it
takes to succeed at currency trading.

https://www.pipsafe.com
https://www.pipsafe.com

