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Before investing in a managed account or establishing yourself as a money manager, understanding how the foreign exchange market (Forex market) operates and the process a managed account follows is encouraged.



A Multi Account Manager, or ‘MAM’, as its name implies, is an individual trader who executes trades on behalf of clients (investors). Think of a MAM as a ‘fund manager’, a professional that specialises in trading financial instruments, such as Forex and CFDs.



A MAM account, or sometimes referred to as a ‘lead account’, provides the money manager a platform to control more than one account at the same time.



 



How a Managed Forex Account Operates



Once a MAM account is active, and has connected sub-accounts (these are investor accounts or client accounts), the money manager can begin executing trades in real-time in the master trading account.



The master account is traded only by the money manager; these trades will reflect in the sub-accounts.
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Investors (sub-accounts) can deposit and withdraw funds when required – the money manager does not (cannot) request deposits or withdrawals on behalf of the client.



The minimum investment with FP Markets is $10,000 from all sub-accounts.



For money managers, two allocation methods (allocation money management) are available with FP Markets: proportional by equity or lot allocation.




Proportional by equity:



Calculation:



Equity of sub-account / Total equity of active accounts * lot size = number of lots



By way of an example, imagine a multi-account manager has five investors with equity totalling $50,000.



The MAM executes a 10-lot position on EUR/USD in the master account.



Investor 1: $12,000/$50,000 * 10 = 2.4 lots



Investor 2: $15,000/$50,000 * 10 = 3 lots



Investor 3: $5,000/$50,000 * 10 = 1 lots



Investor 4: $10,000/$50,000 * 10 = 2 lots



Investor 4: $8,000/$50,000 * 10 = 1.6 lots



Total number of lots: 10



 



Lot Allocation Method:



Calculation:



Volume of sub-account = (lot parameter of sub-account / lot parameter of all active subs) * Volume of the master trade



As an example, consider two active sub-accounts with the lot parameter set as 2 and 3 lots, respectively.



If the master account executes a position totaling 10 lots, the trading volume can be calculated as follows:



Trading volume of the first sub-account: 2/5 * 10 = 4 lots



Trading volume of the second sub-account: 3/5 * 10 = 6 lots







How Does the Money Manager Profit?



The money manager is not an employee or representative of the Forex broker.



The Forex brokerage firm provides the multi-account manager with MAM software to execute trades on behalf of introduced clients. This software makes it possible for the money manager to allocate trades placed on accounts in the MetaTrader 4 (MT4) trading platform.
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There are three primary ways a money manager profits from his/her trading activity:



Performance Fee:



The performance fee is a monthly fee requested by the money manager.



The fee is based on the High watermark (HWM) principle.



The performance fee is agreed before creating the MAM account – clients agree to this by means of a signed LPOA (Limited Power of Attorney). A LPOA permits a money manager to perform specific functions on behalf of investors.



Once the month ends, profits are calculated.



Imagine the money manager returned 10% on the month. Clients who invested $10,000 earn $700 and the money manager, assuming a 30% performance fee, receives $300. However, an investor with only $1,000 invested earns $70 and the money manager $30, again assuming a 30% performance fee.



Do note, however, the performance fee is debited from the client’s sub-account, as requested by the money manager.



Management Fee:



This is essentially an ongoing fixed percentage fee for managing client funds, though not something requested very often.



The management fee is paid regardless of performance, a condition investors have to agree to in a signed LPOA.



Volume-based rebates:



Money managers can choose to mark-up spreads and commissions in certain circumstances; however, sub-account clients will need to agree to this via a signed LPOA.



For example, the money manager could earn an additional $2 per lot on the sub-account trading volume.







Criteria



Professional money managers should have a minimum investment of $10,000 of initial funds from introduced clients.



In addition, the money manager should be able to provide a strong trading history.
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                    إخلاء المسؤولية:  إن هذه المادة الواردة على هذا الموقع الإلكتروني مخصصة فقط لأغراض توضيحية ولتقديم معلومات عامة فحسب.  وهي لا تشكل مشورة مالية ولا تراعي أهدافك الاستثمارية أو وضعك المالي أو احتياجاتك الخاصة.  ويجوز أن يتم تطبيق العمولات والفوائد ورسوم المنصة وتوزيعات الأرباح وهامش التباين وغيرها من الرسوم والنفقات الأخرى على المنتجات أو الخدمات المالية التي تقدمها شركةFP Markets.  وقد تم إعداد المعلومات الواردة في هذا الموقع الإلكتروني بدون مراعاة لأهدافك الشخصية أو وضعك المالي أو احتياجاتك الخاصة.  ويجب عليك النظر في المعلومات في ضوء أهدافك الشخصية ووضعك المالي واحتياجاتك الخاصة قبل اتخاذ أي قرار حول ما إذا كنت تريد حيازة أي منتج مالي أو التصرف فيه. وتندرج عقود الفروقات تحت فئة المشتقات المالية وقد تكون محفوفة بالمخاطر.  وعند تداول عقود الفروقات، فأنت لا تملك الأصول المعنية في عقود الفروقات أو تكون لك أي حقوق في تلك الأصول.
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