Three Basic Colors
All horses are genetically black or red (with red being chestnut/sorrel), and other genes modify the expression of those colors, diluting them, or adding white markings.

Black

A black horse is black over its entire body, except for any white markings that may exist. Some horses that appear black have reddish-brown tinting in the hair around their muzzle, eye, flank, and behind the elbows. These horses are not black; they are usually called "seal brown" (more on this in the bay section). True chocolate brown -- not reddish-brown, but the color of a chocolate Labrador Retriever, with chocolate brown skin -- is extremely rare in the horse. The gene for this color is not present in most horse breeds.

There are two types of black. Ordinary black horses will fade to a rusty brownish color  if the horse is exposed to sunlight on a regular basis. The other type of black is called jet black; it is a blue-black shade that is fade proof. 

Chestnut and Sorrel

Chestnut and sorrel are essentially the same color, genetically speaking. These horses are red, yellowish red, or reddish brown, and they do not have black points (the points being the mane, tail, and lower legs). Chestnut is recessive to black, meaning that a chestnut bred to a chestnut will always produce a chestnut foal. Two blacks bred together can produce a chestnut foal if both blacks are heterozygous. In that mating, there's a 25% chance of a chestnut foal, and 75% chance of a black foal. A black horse who is heterozygous will only produce black foals.

The difference between chestnut and sorrel is somewhat controversial. Some people call the redder versions sorrel; some call the redder versions chestnut. Some people (such as me) call the horses with flaxen manes and tails sorrel; some do not. Some people use one term or the other for all red horses. Some consider sorrel a term for horses who are ridden western, reserving chestnut for horses ridden English. Some breed registries use only chestnut or only sorrel; some use both. 

Bay
Bay horses are identified by having a reddish brown body and black points (mane, tail, lower legs). The bay color is caused by genes at two different loci, A and E. The presence of the E gene codes for black color, and the A gene restricts the black color to the points, So bay horses are called A-E-. 

A chestnut can, if bred to a black, produce a bay foal.
The Dilutions
Dun is a dilution color. It is caused by the dun gene, diluting what would otherwise be a bay horse. It dilutes the reddish brown of the bay's body color to a yellowish color, and adds primitive markings or dun factors. These consist of a dorsal stripe and horizontal "zebra stripes" on the upper legs, and can also include a transverse stripe over the withers and markings on the ears.

Red dun is a diluted form of chestnut. The body color of the red dun is a pale, washed-out yellowish red, and the point color is red, in various shades. Like all members of the dun family, primitive markings are present.  Like most colors, red dun comes in a variety of shades. Some chestnuts are so light that they are lighter than some shades of red dun. The difference, of course, is that the points of the red dun are darker than its body color, and the red dun, like all duns, has primitive markings (usually hard to see in photos!).

Grulla (pronounced "grew-yah," and also spelled grullo) is a slate or slate-brown color with black points and primitive markings (dorsal stripe, leg stripes, etc.). The horse also has a black face. Grulla is black diluted by the Dun gene. Unlike a grey or roan horse, the hairs of a grulla are all individually slate-colored. Greys and roans have colored hairs intermixed with white hairs. Grulla comes in many shades, some light, some dark, some silvery, some olive-colored. All have black points, black masks, and primitive markings.

Palomino is a dilution of chestnut. Palominos feature a gold, yellow, or tan body, and a white or off-white mane and tail. Palomino is a popular color among horsemen and lay people alike. It has spawned the creation of a few color registries, chiefly the Palomino Horse Breeders of America. Since palomino requires a heterozygous arrangement of alleles, palominos cannot breed true -- in other words, crossing a palomino with a palomino will only give you a 50% chance of a palomino foal, with a 25% chance of a chestnut and 25% chance of a cremello.

Buckskin is bay diluted by the heterozygous effect of the c dilution gene. These horses are yellow, tan, or gold, with black points. Buckskin is similar to dun, but does not have primitive markings.  Buckskins have black manes and tails, but they often have a fringe of lighter hair at the top of the mane and/or tail. This is called "snowcap," because the lighter hair is usually whitish.

A cremello has a cream-colored coat, a white mane and tail, pink skin, and blue eyes. A perlino has a cream-colored coat, reddish-tinted points (mane, tail, lower legs), pink skin, and blue eyes

White
Most animal species have a gene that codes for albinism. The horse, however, does not possess the albino gene. There are white and white-appearing horses, but these are not albinos. Most have some pigment, and all have brown or blue eyes instead of the pink eye of the true albino.

A true white horse is caused by the W gene. This color is referred to as dominant white, since W is a dominant gene. The presence of the W gene masks the expression of all other color genes (a mechanism called epistasis). White horses are born solid white with pink skin and usually brown eyes. All dominant white horses are Ww genotypically. Homozygous WW foals die in utero or shortly after birth.

White horses are not albinos. An albino would not have the brown or blue eyes characteristic of a white horse.

There are other colors that resemble white. They are:

· Cremello and perlino. These aren't white, they're cream, and perlinos have pale reddish-tinted manes and tails. 

· Grey. An old grey horse may have a white coat, but its skin remains dark, unlike the pink skin of a white horse. Also, greys are born colored and get whiter with age, while a white horse is born white. 

· Extensively marked pintos. Some pintos, particularly sabinos, may look white, but this is caused by a spotting gene. Dominant white is caused by a solid white gene. A sabino will often have some color on it somewhere, perhaps atop the head or at the dock of the tail, but a white horse is solid white.

All of these colors are different genetically, so not only do they not look the same visually, they will also breed differently.

Patterns of White

Grey is a pattern of individual white hairs intermingled with colored hairs. It can occur on any base color. Grey foals are born colored and become progressively lighter with age until the horse appears white, but the grey horse retains its dark skin, unlike a true white horse, which has pink skin.

Roan is similar to grey in that it is a pattern of individual white hairs sprinkled into the coat. Unlike grey, roan horses are born roan and stay the same color throughout their lives (although they may appear lighter or darker in their winter coats). Also, the head, legs, mane and tail of a roan horse are solid-colored and do not display "roaning." This makes roan easy to distinguish from grey, since the face of a grey horse is the first part of the body that begins to lighten.

Roan can occur on any base color.  Almost all roan horses are heterozygous.  Since roan can occur combined with any color, the appearance of roan horses varies greatly. The common shades of roan are blue roan (roan on black), red roan (roan on bay), and strawberry roan (roan on chestnut).

Rabicano is a pattern of white hairs that's similar to roan. It consists of white hairs on the flanks of the horse and at the top of the tail. The white hairs on the flanks often spread onto the rib area, where they take on a vertical striping appearance

Tobiano is a pinto pattern. It's a dominant gene; Tobiano can be distinguished from other pinto patterns because a tobiano horse has white that crosses its spine somewhere between the withers and the tail (topline), as if the white had been poured on from above. Tobianos also almost always have white stockings on all four legs; often the white socks blend into the white on the body. A solid-colored leg on a tobiano is almost unheard of.

Horses of all pinto patterns are referred to by their base color followed by their pattern type.

Overo is a pinto pattern caused by the dominant gene O. Overo was formerly thought to be recessive, but statistic analysis of the offspring of overo horses has proven it to be a dominant. Overo is different from tobiano in that the white markings of an overo horse do not cross the topline. Instead, they appear to begin at the belly and spread upward. White legs are not as common in the overo as they are in the tobiano, and there is often a great deal of white on the face. The horse in the photo above is a dark chestnut overo. Note the lack of white crossing the topline, the one solid-colored leg, and the large amount of white on the face. These are all hallmarks of the overo. Blue eyes are also common in overos, while tobianos usually have brown eyes.

Sabino is a pinto pattern often confused with overo. It differs from overo in these ways:

-- The edges of the white areas of a sabino are jagged, feathery, or "roaned." The edges of the white areas of an overo are more crisp. 

-- Sabinos often have a white feathery-edged patch underneath their throat. Overos don't necessarily have this. 

-- Sabinos rarely have blue eyes. Overos often do. 

-- Sabinos often have hind stockings in which the white area seeps up the front side of the leg; also, if they have no white stockings on their forelegs, they often have a white patch on the knee.

Splashed white is another pattern that's often confused with overo. Its characteristics are a white belly and legs, white on the back of the butt, and a white face with blue eyes. Yes, that sounds remarkably like overo, but overos usually do not have white legs.

Appaloosa patterning is found in a number of breeds. Not every horse that looks like an Appaloosa is one, and not all registered Appaloosas have appaloosa markings, since the patterns do not breed true. In fact, the genetics for these patterns are not fully understood yet, so I'm not going to enumerate them.

There are four basic appaloosa patterns: 

· Blanket: A colored horse with a white area over the hips, sometimes extending onto the back and sides. 
· Leopard: A white horse with colored spots all over. 
· Varnish roan. This is like regular roan, with two exceptions: The roaning extends onto the head of the horse, and there are colored (nonroan) patches on certain parts of the head and body (more on this later). 
· Snowflake. This is a colored horse with white spots in random places on the body.

All of these factors, and others which alter the appearance of the horse, are inherited separately, so a horse can display more than one, such as varnish roan with a blanket. Appaloosas also often have vertically striped hooves, mottled pink-and-black skin, and visible sclera on the eyes.

For more detail information see http://www.horsecolor.com/basics/starting_point.htm 
