FX - Reading the FX market - lesson 7 - 5 min read

Reading the spread as an instrument

READING THE SPREAD

The spread is a live reading of the book's condition: dealers price the risk of standing behind
quotes, so the gap widens when depth thins or news nears and narrows when the market is
deep and calm. Watching it tells you what crossing costs right now and what the market thinks
of the next few minutes - it is the one number on your screen that is both a gauge and a bill.

Module 1 taught the spread as a mechanic - the price of immediacy. This module reads it as an
instrument, because unlike the volume bars of the last lesson it moves for reasons you can name,
and every move is a sentence about the book behind your screen.

What is the spread saying?

Dealers reprice the risk of being quoted continuously, so the gap is a running verdict on conditions.
Steady sub-pip on a major through the London afternoon: deep book, calm expectations - the baseline
you learned in module 1's sessions lesson. A slow evening widening: depth draining as New York
hands over to nothing, right on schedule. A sudden jump with no clock reason: dealers see something
- a headline, a moving correlated market - and are charging more for immediacy while they decide.
The spread is often the first thing on a retail screen to move, because it changes when dealers get
nervous, not when the price does.

Reading it costs nothing: most platforms show the live spread beside the quote or as one-click overlay,
and a week of glancing builds the baseline sense of what your pair's normal looks like by hour. Against
that baseline, deviations become legible - and priced, as the worked example shows.

Worked example - figures in USD
You trade 0.5 lots of EUR/USD, baseline spread 0.8 pips. A pip on a full lot is worth $10.

1. Your pair's calm-hours baseline: a 0.8 pip spread, costing $4 to cross at your 0.5 lots size -
paid whichever direction you deal.

2. The gauge jumps to 8 pips - dealers repricing nerves. The same click now costs $40: the
market just multiplied your cost of immediacy by ten while the chart barely moved.

3. That s the reading in practice: the widening told you conditions changed before any candle
finished forming, and it told you exactly what acting on impatience would cost.

What this means for you

Put the live spread on your screen and learn your pair's normal - by session, from module 1's clock.
A spread at baseline says the book is ordinary; a spread away from baseline is the cheapest warning



you will ever get, arriving before the candles explain themselves. It also prices your own urgency in
real time: when the gauge reads ten times normal, that is the bill for trading this minute instead of the
next one. The most predictable widenings of all sit on a public timetable - the next lesson reads it.

Try it yourself with the spread-cost calculator: https://ticksprout.com/tools/spread-cost

Check your understanding

1. The spread on your pair suddenly triples with no news on the calendar. What is the most
direct reading?

a. Dealers are charging more for immediacy - something has them repricing risk
b. Your broker raised its fees mid-session
c. The platform's display is broken
d. The pair is about to rise
Answer: a. The spread is dealers' live risk price, so a jump means nervousness - a headline, a moving related

market, draining depth. Fee schedules do not change mid-session, display faults are rarer than nervous dealers,
and the widening says conditions changed, not which direction anything goes.

2. Why does this lesson call the spread a better gauge than tick volume?

a. It is a real measured price with consequences you pay, not a count of one feed's flickers
b. It updates faster
c. It is the same on every platform
d. It predicts price direction
Answer: a. The spread is measured and billable - it is the cost of your next trade. Update speed is not the

distinction, spreads do differ by broker (module 1's lesson) while staying meaningful, and neither gauge predicts
direction - the spread reads conditions, not destinations.

3. At 21:30 UK time your pair's spread has drifted from 0.8 to 2.5 pips. What is this most likely
reading?

a. Scheduled depth drain - the book thinning after New York, on the daily clock
b. Hidden news the calendar missed
c. A broker error
d. Manipulation of the evening market
Answer: a. The evening widening is the session cycle doing what module 1 said it does - baseline behaviour,

not an event. Reaching for hidden news, errors or manipulation before the boring scheduled mechanism is how
misreadings start.



4. What does a spread at ten times baseline tell you about placing a market order right now?

a. Exactly what the impatience costs - the bill for immediacy is ten times normal
b. Nothing - spreads do not affect market orders
c. That the order will be rejected
d. That limit orders are also ten times more expensive
Answer: a. A market order crosses the spread by definition, so the gauge is quoting your cost live. Spreads are

precisely what market orders pay, wide spreads fill rather than reject, and a resting limit pays no spread at all -
its cost is the miss, as module 1's order lesson set out.



