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In the forex market, many investors cannot generate profits through direct trading due to insufficient

knowledge or lack of time.

In response to this need, indirect investment methods such as Social Trading and Copy Trading have

emerged. In these approaches, by paying a fee to one or several professional traders, it becomes

possible to earn profits indirectly without needing extensive time or deep knowledge.

The PAMM account (Percent Allocation Management Module) is one of the models used in social

trading. It is especially noteworthy because of its transparent structure and profit-sharing

mechanism based on each investor’s share of capital.
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What Is a PAMM Account?

The PAMM Account (Percent Allocation Management Module) is a model of social trading in

financial markets, in which a professional trader uses pooled capital from multiple investors to execute

their trades in the market.

In this type of account, each investor allocates a specific amount to the Forex PAMM Account, and they

receive a share of the profit earned in proportion to their investment.

Profits and losses from PAMM trades are distributed among investors based on the ratio of each

individual’s capital to the total amount of capital available in the PAMM account.

In this structure, the broker oversees different aspects of the trading process, such as calculating

profits, losses, and fees.

PAMM Accounts are mostly used in the forex market, but some brokers also offer the possibility of

using this investment model in other markets.

How does a PAMM Account Works?

In this system, investors open a PAMM account with a broker offering the service and deposit their

desired amount of capital into it.

The account manager carries out trades using the total capital collected. The broker automatically

calculates the profits or losses from trades, which are distributed proportionally based on each

member’s share of the total account.

In return for successful trading performance, the account manager receives a specific performance

fee, which in most cases is a percentage of the net profit.

PAMM account is a type of social trading
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The manager does not receive any fee if the trades result in a loss or generate no profit.

In some brokers, the fee payment structure for the account manager is based on the “High Water

Mark” method; this means that the manager only receives a fee when the account exceeds the

previously recorded highest profit level.

This method ensures that if the account experiences a loss during a month, the manager must recover

the previous month’s loss before being eligible to receive any performance fee again.

What Are the Advantages and Disadvantages of a PAMM

Account?

In PAMM accounts, paying the required fees allows you to benefit from the experience, time, and skill

of a professional trader.

However, using PAMM (Percent Allocation Management Module) accounts also involves certain risks,

such as the lack of guaranteed profitability and complete dependence on the account manager.

The table below summarizes the advantages and disadvantages of a PAMM account:

Advantages Disadvantages

Possibility to benefit from the expertise of

professional traders
No guarantee of profitability

Profit distribution proportional to the

amount of invested capital

Possibility of losses incurred by the account

manager

Transparency in profit and fee reporting No direct control over trading decisions

Variety of account managers with different

strategies

The quality of the manager’s performance may

fluctuate over different periods

Broker supervision over the profit

distribution process

Complete dependence on the trader’s skill and risk

management ability
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How to Choose the Right PAMM Account

Choosing a suitable PAMM Account is done by analyzing several factors, such as the performance

history of the account manager, the fee structure, the risk tolerance of the trading strategy, and

more.

In addition to evaluating past performance, factors like the consistency of the account manager’s

results must also be considered.

The main and important criteria in selecting the right PAMM Account include:

Reviewing the manager’s historical performance

Analyzing the risk level of the trading strategy

Evaluating the fee structure

Checking drawdowns and profit stability

Confirming transparent reporting from the manager

Reviewing the manager’s tenure with the broker

What Are the Rules of PAMM Accounts?

Forex PAMM Accounts are managed under broker supervision and according to a defined set of

rules that outline the framework for account manager activity and investor rights.

These rules separately cover profit and loss sharing, fee structure, and more.

Key factors for selecting a PAMM account manager
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Rules Related to Profit and Loss Sharing

Transparent rules on profit and loss sharing are a critical factor in a PAMM Account. In this investment

model, the share of profit is calculated based on the percentage of capital each investor has relative to

the total account.

The main elements of these rules include:

Profit and loss division based on each investor’s capital share;

Automatic calculations by the broker's system;

Time-based restrictions on profit withdrawals (e.g., monthly or weekly).

Rules Regarding Payment of Fees to the Manager

In the Forex PAMM Account structure, fees are paid to the manager only if the trades generate profit.

Rules for paying fees to the account manager:

The fee is paid only in case of profitability (Performance Fee);

The fee rate is determined in the initial agreement;

Some brokers use the High Water Mark model.

Rules Regarding Capital Withdrawal

Capital withdrawal rules are applied in PAMM accounts to prevent disorder in capital management

and trading activities by the account manager.

Topics covered in these rules include:

Ability to withdraw all or part of the capital with prior notice (e.g., 24 or 48 hours);

Designated timeframes allowed for withdrawal;

Penalties are imposed for early withdrawals before the set schedule.

Rules Related to Risk Management

Risk management in PAMM Accounts uses concepts like drawdown and risk-to-reward ratio.

To enforce these considerations, the following contractual terms are included:

PAMM account rules are divided into five main categories
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Setting a maximum drawdown threshold

Defining the stop-out level by the investor or broker;

Enforcing capital management rules and requiring the manager to comply.

Rules Regarding the Manager's Authority

The PAMM Account manager has limited authority. The manager is not allowed to withdraw or

transfer funds from the account.

The framework of the manager’s authority includes:

The manager is only authorized to execute trades and cannot access funds for withdrawal;

Restrictions may be applied to permitted trading symbols;

The manager’s responsibilities must be clearly defined for all trades.

Difference Between PAMM, MAM, and Copy Trading

The PAMM Account, Copy Trading, and MAM (Multi-Account Manager) are three different models for

utilizing the skills and experience of a professional trader.

These three account types differ in how capital is allocated, the level of control investors have, and

how trades are managed. The table below compares them:

Feature
PAMM Account

(PAMM)
Copy Trading MAM Account (MAM)

Capital

Management

All investor funds

are pooled in one

account

Each investor has a

separate account

Funds are pooled; trade

volume can be customized

Investor Control
No control over

trades

Investors can close

or change trades

Control over trade volume

depends on the broker

Overview of differences between PAMM, MAM, and Copy Trading
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Risk

Management

Managed by the

account manager

Managed by

investor or through

copy settings

Combination of manager and

investor control

Fee Payment
Percentage of net

profit

Percentage of profit

or fixed fee

Percentage of profit or based

on trade volume

Trade Execution

Structure

Trades executed

on a pooled

account

Trades are copied

to individual

investor accounts

Trades are executed on a

pooled account, but the

volume can be adjusted for

each investor
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What Are the Criteria for Selecting a PAMM Manager?

Reviewing trading history, risk appetite, capital management model, and reporting transparency are

some factors that should be assessed before selecting a PAMM account manager.

Trading History: Review profit percentages, drawdown rates, and performance consistency across

various timeframes;

Guide for reviewing manager track record and selecting a PAMM account
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Risk Tolerance: Analyze the manager's trading strategy in terms of risk control and win/loss ratio;

Fee Model: Examine the performance fee rate and how it is applied;

Capital Under Management: Consider the total capital that the manager has handled;

Transparency: Assess how openly the manager reports on performance, losses, and strategy

updates;

Broker Affiliation: Prefer managers with long and stable track records with reputable brokers.

Top Brokers Offering PAMM Accounts

Each broker, based on its regulatory policies, variety of account types, and the quality of

management services, offers different conditions for traders and investors. The table below presents a

few brokers such as OnEquity and GO MARKETS, which provide PAMM Account services:

Broker

Name
Key Features Regulation Important Notes

OnEquity Access to top trading experts
SVJFSA, FSA,

FCSA

Investor funds safeguarded in

segregated accounts

AUS

GLOBAL

Regulated and secure

licensing
CySEC

Offers PAMM accounts with

advanced risk management

structure

GO

MARKETS

PAMM accounts with strong

regulatory oversight and fast

execution

CySEC

No account limits for PAMM,

and the deposit amount is

unlimited

Importnt Points Before Investing in PAMM Account

Before investing in a PAMM Account, due to the nature of indirect profit generation, certain technical

and operational factors must be considered:

Minimum required investment

Transparency of information

Broker rules and policies

Broker’s technical infrastructure

What Are the Risks of Using a PAMM Account?

Risks associated with using a PAMM Account are typically related to the performance of the manager,

market conditions, and regulatory limitations of the broker.

These factors must be evaluated before depositing capital in a PAMM account.
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What Are the costs of Using a PAMM Account?

The costs of using a PAMM Account typically depend on profitability, investment volume, and the

services offered by the broker and account manager. PAMM Account Fees:

Fee Type Description

Performance Fee
Percentage of the investor’s net profit paid to the manager (typically

20%–30%)

Management Fee
Fixed annual or monthly fee charged even if the account is not

profitable (applied by some brokers)

Capital Withdrawal

Fee

Some accounts charge fees for early withdrawal before the scheduled

period

Platform Fees Some brokers may charge for using PAMM infrastructure

Banking/Payment

Fees
Includes fees for transferring funds to the broker or withdrawing profits

Conclusion

PAMM Accounts are a form of indirect investment in financial markets. These accounts utilize the

experience and skill of a professional trader to execute trades, making them suitable for individuals

with limited time or trading experience.

To succeed with a PAMM account, it's essential to analyze several key factors such as the account

manager’s performance history, fee structure, risk management strategy, and the credibility of the

broker.

PAMM accounts carry risks such as account manager performance and extreme volatility
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FAQs

What is the purpose of a PAMM Account?

It allows investors to allocate their funds to a professional trader, have a share in the profits and losses
of trades without being directly involved.Is PAMM account profitability guaranteed?

No, Profitability is not guaranteed and depends on the account manager’s performance.

What are the main criteria for selecting a professional PAMM manager?

Trading history, drawdown rates, consistency in profits, and risk management approach.

How is the manager’s fee calculated?

In most PAMM Accounts, the manager earns a percentage of the net profit—only if there’s actual
profit.Are PAMM Accounts only available in the forex market?

Mostly, yes, but some brokers offer this structure in other markets, too.

What’s the difference between PAMM and Copy Trading?

In PAMM, funds are deposited into the manager’s account and pooled for trading. In Copy Trading,
trades are mirrored into each investor’s separate account.Does the manager receive a fee even if the account incurs a loss?

No, if the account ends in a loss, no performance fee is paid.

Are PAMM accounts subject to liquidity risks?

Yes, withdrawals may be delayed or restricted in certain cases, especially if the broker enforces
withdrawal limitations.How can PAMM investment risk be reduced?

Choose managers with strong track records, diversify across multiple PAMM Accounts, and
implement sound personal capital management.
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